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WRDNMAY, AUOUST 25, 1070

GENERAL REVENUE SHARING
U.S. SENATE,

COMMrrE ON FNANC ,
Wa8M ngtofl D.C.

The committee met, pursuant to notice, at 10 a.m. in room 2221,
Dirksen Senate Office Building, Hon. William D. Hathaway presiding.

Present: Senators Long, Byrd, Jr., of Virginia, Nelson, Gravel,
Hathaway, Packwood, Roth, Jr., and Brock.

Senator HATHAWAY [presiding]. The committee will come to order.
As you know, the General Revenue Sharing program will expire

on December 31 of this year. H.I. 13367 to continue the program for
an additional 3% years has been approved by the House of
Representatives.

The Committee on Finance is holding a hearing on this measure this
morning to facilitate its consideration and action on the bill.

The subcommittee of the committee held hearingj last year on
April 16 and 17, May 21 and 22, which gives us a considerable amount
of background for the prospective bill already.

[The press release announcing this hearing and the text of the bill
follow:]

FINANCE COMMITTEE SCHEDULES HEARINo ON GENERAL REVENUE SHAING BILL
The Honorable Russell B. Long (D., La.), Chairman of the Committee on Fi-

nance, announced today that the Committee would hold hearings on H.R. 13367,
a bill to extend the State and Local Fiscal Assistance Act of 1972 (general reve-
nue sharing). The hearings wil be held on Wednesday, August 25, beginning at
10:00 a.m., in Room 2221, Dirksen Senate Office Building.

Requests to Tetify.-The Chairman advised that witnesses desiring to testify
during this hearing must submit their requests in writing to Michael Stern, Staff
Director, Committee on Finance, 2227 Dirksen Office Building, Washington. D.C.
20610, not later than Wednesday, August 18, 1976. Witnesses will be notified as
soon as possible after this cutoff date as to when they are scheduled to appear.
If for some reason the witness is unable to appear, he may file a written state-
ment for the record of the hearing in lieu of a personal appearance.

Consolidated Testimony.-Senator Long also stated that the Committee urges
all witness who have a common position or with the same general interest to
consolidate their testimony and designate a single spokesman to present their
common viewpoint orally to the Committee. This procedure will enable the Com-
mittee to receive a wider expression of views than it might otherwise obtain. The
Chairman urged very strongly that all witnesses exert a maximum effort, taking
Into account the limited advance notice, to consolidate and coordinate their
statements.

Legislative Reorganization Act.-Senator Long stated that the Legislative
Reorganization Act of 1946, as amended, requires all witnesses appearing before
the Committees of Congress "to file in advance written statements of their pro-
posed testimony, and to limit their oral presentations to brief summaries of their
argument."

(1)
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Witnesses scheduled to testify must comply with the following rules: _'
(1) A copy of the statement must be filed by the close of business the day be-

fore the day the witness is scheduled to testify.
(2) All witnesses must Include with their written statement a summary of the

principal points Included In the statement.
(3) The written statements must be typed on letter-size paper (not legal size)

and at least 75 copies must be submitted by the close of business the day before
the witness is scheduled to testify.

(4) Witnesses are not to read their written statements to the Committee, but
are to confine their ten-minute oral presentations to a summary of the points
included in the statement.

(5) Not more than ten minutes will be allowed for oral presentation.
Written Tctimony.-The Chairman stated that the Committee would be pleased

to receive written testimony from those persons or organizations who wish to
submit statements for the record. Statements submitted for inclusion in the
record should be typewritten, not more than 25 double-spaced pages in length,
and mailed with flve (5) copies by Wednesday, August 25, 1976, to Michael
Stern, Staff Director, Committee on Finance, Room 2227, Dirksen Senate Office
Building, Washington, D.C. 20510.

[B.R. 18367, 94th Cons., 2d seas.)
AN ACT To extend and amend the State and Local Fiscal Assistance Act of 1972, and

for other purposes
Bo it enacted by the Senote and House of Repraesltative8 of the United States

of Amerca, in Congress assembled, That this Act may be cited as the "Fiscal
Assistance Amendments of 1976".

DEFINITION

Stc. 2. As used In this Act the term "the Act" means the State and Local
Fiscal Assistance Act of 1972 (31 U.S.C. 1221; 86 Stat. 919).

ELIMINATION OF EXPENDITURE CATEGORIES

S c. 3. (a) Subtitle A of title I of the Act is amended by striking out section
108. (b) Section 123 (a) of the Act is amended by striking out paragraph (8).

ELIMINATION OF PROHIBITION ON USE OF FUNDS FOR MATCHING

SEc. 4. (a) Subtitle A of title I of the Act is further amended by striking
out section 104.

(b) Section 143(a) of the Act is amended by striking out "104(b) or".

EXTENSION OF PROGRAM AND FUNDING

SEc. 5. (a) Section 105 of the Act Is amended-
(1) by inserting "or in an appropriation Act" immediately after "as provided

in subsection (b)" In subsection (a) (1) ;
(2) by redesignating subsection (c) as subsection (d);
(3) by inserting Immediately after subsection (b) the following new

subsection :
"(c) AUTHORIZATION OF APPROPRIATIONS FOR ENTITLEMENTS.-
"(1) IN GENERAL.-There are authorized to be appropriated to the Trust Fund

to pay the entitlements hereinafter provided-
"(A) for the period beginning January 1, 1977, and ending September 30,

1977, $4,987,500,000; and
"(B) for the fiscal years beginning October 1, of 1977, 1978, and 1979,

$6,650,000.000.
"(2) NONCONTIGUOUS STATES ADJUSTMENT AMOUNTS.-There are authorized to

be appropriated to the Trust Fund to pay the entitlements hereinafter provided-
"(A) for the period beginning January 1, 1977, and ending September 30, 1977,

$,58.5,000; and
"(B) for each of the fiscal years beginning on October 1 of 1977, 1978, and

1979, $4,780,000."; and
(4) by inserting "; AUTHORIZATIONS FOR ENTITLEMENTS" In the heading of 3uch

section immediately after "APPROPRIATIONS".
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(b) (1) and Subsection (a) of section 106 of the Act is amended to read as
follows:

"(a) IN GENERAL.-There shall be allocated an entitlement to each State-
"(1) for each entitlement period beginning prior to December 31, 1970, out of

amounts appropriated under section 105(b) (1) for that entitlement period, an
amounts which bears the same ratio to the amount appropriated under that
section for that period as the amount allocable to that State ender subsection
(b)' bears to the sum of the amounts allocable to all States under subsection
(b) and

for each entitlement period beginning on or after January 1, 1977, out
of amounts authorized tinder section 105(c) (1) for that entitlement period, an
amount which bears the same ratio to the amount authorized under that section
for that period as the amount allocable to that State under subsection (b) bears
to the sum of the amounts allocable to all States tinder subsection (b).".

(2) Section 106(c) (1) of the Act is amended by striking out "section 105(b)
(2)" and inserting in lieu thereof "subsection (b) (2) or (c) (2) of section 105".

(3) Section 106(c) (2) of the Act is amended by inserting immediately after
"section 106(b) (2) for any entitlement period" the following: "ending on or
before December 31, 1070, or authorized under section 105(c) (2) for any entitle-
ment period beginning on or after January 1, 1977,".

(4) Section 107(b) of the Act Is amended by redesignating paragraphs (6)
and (7) as paragraphs (7) and (8), respectively, and by Inserting after para-
graph (5) the following new paragraph:

"(6) SPECIAL RULE FOR THE PERIOD BEGINNING JANUARY 1, 1977.-In the ease of
the entitlement period beginning January 1, 1977, and ending September 30, 1977,
the aggregate amount taken into recount under paragraph (1) (A) for the pre-
ceding entitlement period and the aggregate amount taken into account under
paragraph (1) (B) shall be three-fourths of the amounts which (but for this
paragraph) would be taken into account.".

(5) Section 108(b) (6) (D) is amended by inserting after "0 months" the fol-
lowing: ", $150 for an entitlement period of 9 months".

(6) Section 108(c) (1) (C) of the Act is amended by striking out "December
31, 1976," and inserting In lieu thereof "September 30, 1980,".

(7) Section 141(b) of the Act is amended by inserting at the end thereof the
following new paragraphs:

"(6) The period beginning on January 1, 1977, and ending September 30, 1977.
"(7) The one-year periods beginning on October 1 of 1977, 1978, and 1970."

MAINTENANCE OF EFFORT; CHANGE OF BASE YEAR

SEC. 6. (a) Section 107(b) (1) of the Act is amended-
(1) by striking out "July 1, 1973," and inserting In lieu thereof "January 1,

1977,"; and
(2) by striking out clause (B) and inserting In lieu thereof the following:
"(B) the similar aggregate amount for the one-year period beginning July

1, 1975, or, until data on such period are available, the most recent such one-year
period for which data on such amounts are available.".

(b) Section 107(b) (2) is amended by striking out "beginning July 1, 1971,"
and Inserting in lieu thereof "utilized for purposes of such paragraph".

DEFINITION OF UNIT OF LOCAL GOVERNMENT

SEC. 7. Paragraph (1) of section 108(d) of the Act is amended to read as
follows:

"(1) UNIT 01 LOCAL GOVUNMENT.-
"(A) In OENEAL-The term 'unit of local government' means the government

of a county, municipality, or township which is a unit of general government as
determined by the Bureau of the Census for general statistical purposes, and
which, with respect to entitlement periods beginning on or after October 1, 1977,
meets the requirements specified in subparagraph (B), and Imposes taxes or re-
ceives Intergovernmental transfers for substantial performance of at least two
of the following services for its citizens: (A) police protection; (B) courts and
corrections; (C) fire protection; (D) health services; (E) social services for
the poor or aged; (F) public recreation; (G) public libraries; (H) zoning or
land use planning; (I) sewerage disposal or water supply; (J) solid waste dis-
posal; (K) pollution abatement; (L) road or street construction and main-
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tenance; (M) man transportation; and (N) education. Such term also means,
except for purposes of paragraphs (1), (2), (3), (5), () (0), and (6) (D) of
subsection (b), and, except for purposes of subsection (c), the recognized gov-
erning body of an Indian tribe or Alaska Native village which performs sub-
stantial governmental functions. For the purp6fes of this subsection a unit of
local government shall be deemed to Impose a tax If that tax is collected by an-
other governmental entity from the geographical area served by that unit of
local government and an amount equivalent to the net proceeds of that tax are
paid to that unit of local government.

"(B) LixmTAior..-To be considered a unit of local government for purposes
of this Act, at least 10 per centum of a local government's total expendituresA(exclusive of expenditures for general and financial administration and for the
assessment of property) in the most recent fiscal year must have been for each
of two of the public services listed in subparagraph (A), except that the fore-
going restriction shall not apply to a unit of local government (1) which sub-
stantially performs four or more of such public services or (i) which has per-
formed two or more of such public services since January 1, 1076, and continues
to provide two or more such public services.".

CITIZEN PARTICIPATION; REPORTS

SEc. & (a) Section 121 of the Act is amended to read as follows:

"Sac. 121. REpo'T8 ON USE Of FUNDS; PUBLICATION AND PUBLIC HEARINGS

"(a) REPORTS ON PRoPosEn UsE OF FUNDs.-Each State government and unit
of local government which expects to receive funds under subtitle A for any
entitlement period beginning on or after January 1, 1977, shall submit a report
to the Secretary setting forth the amounts and purposes for which it proposes
to spend or obligate the funds which it expects to receive during such period as
compared with the use of similar funds during the two Immediately preceding
entitlement periods. Each such report shall include a comparison of the proposed,
current, and past use of such funds to the relevant functional Items in its official
budget and specify whether the proposed use is for a completely new activity,
for the expansion or continuation of an existing activity, or for tax stabilization
or reduction. Such report shah be in such form and detail as the Secretary may
prescribe and shall be submitted at such time before the beginning of the entitle-
ment period as the Secretary may prescribe.

"(b) REPoos oN UsE OF FuNrs.-Each State government and unit of local
government which receives funds under subtitle A shall, after the close of each
entitlement period, submit a report to the Secretary (which report shall be avail-
able to the pubUc for inspection and reproduction) setting forth the amounts
and purposes for which funds received during such period have been appropri-
ated, spent, or obligated and showing the relationship of those funds to the rele-
vant functional items in the government's official budget. Such report shall
further provide an explanation of all differences between the actual use of funds
received, and the proposed use of such funds as reported to the Secretary under
subsection (a). Such reports shall be in such form and detail and shall be sub-
mitted at such time as the Secretary may prescribe.

"(c) PUBLIC HEARINGS REQUIRD.-
"(1) PRE-RMPORT HKanixo.-Nopt less than 7 calendar days before the submission

of the report required under subsection (a), each State government or unit of
local government which expects to receive funds under subtitle A for any entitle-
ment period beginning on or after January 1, 1977, shall, after adequate public
notice, have at least one public hearing at which 8,ltizens shall have the oppor-
tunity to provide written and oral comment on the possible uses of such funds.

"(2) PRIt-BInMET REAMxw.-Not less than 7 calendar days before the adoption
of Its budget as provided for under State and local law, each State government
or unit of local government which expects to receive funds under subtitle A for
any entitlement period beginning on or after January 1, 1977, shall have at least
one public hearing on the proposed use of funds made available under subtitle A
in relation to its entire budget. At such hearing, citizens shall have the oppor-
tunity to provide written and oral comment to the body responsible for enacting
the budget, and to have answered questions concerning the entire budget and the
relation to It of funds made available under subtitle 4. Such hearing shall be
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at a place and time that permits and encourages public attendance and
participation.
1 "(3) WAvim.-The provisions of paragraph (1) may be waived in whole or

in part in accordance with regulations of the Secretary if the cost of such a re-
quirement would be unreasonably burdensome in relation to the entitlement of
such State government or unit of local government to funds made available under
subtitle A. The provisions of paragraph (2) may be waived In whole'or in part
in accordance with regulations of the Secretary if the budget processes required
under applicable State or local laws or charter provisions assure the opportunity

* for public attendance and participation contemplated by the provisions of this
subsection and a portion of such process includes a hearing on the proposed use
of funds made available under subtitle A in relation to its entire budget.

"(d) NOTIFICATION AND PUBLICITY OF PUBLIC HEAINO5; Acc&SO To BuDOEr
SUMMARY AND PROPOSED AND ACTUAL USE REPORT.-

"(1) IN GENEAL.-BEach State government and unit of local government which
expects to receive funds under subtitle A for any entitlement period beginning
on or after January 1, 1977, shall-

"(A) 30 days prior to the public hearing required by subsection (c) (2)-"(1) publish conspicuously, in at least one newspaper of general circulation, the
proposed use report required by subsection (a), a narrative summary setting
forth In simple language an explanation of its proposed official budget, and a no-
tice of the time and place of such public hearing; and

"(ii) make available for inspection and reproduction by the public (at the
principal office of such State government or unit of local government, at public
libraries, if any, within the boundaries of such a unit of local government, and,
In the case 6f a State government, at the main libraries of the principal munici-
palities of such State) the proposed use report, the narrative summary, and
its official budget which shall specify with particularly each item in its official
budget which will be funded, in whole or in part, with funds made available
under subtitle A and, for each such budget item, shall specify the amount of
such funds budgeted for that Item and the percentage of total expenditures for
that item attributable to such funds; and

"(B) within 30 days after adoption of Its'budget as provided for under State
or local law-

"(1) publish conspicuously, In at least one newspaper of general circulation,
a narrative summary setting forth In simple language an explanation of Its
official budget (including an explanation of changes from the proposed budget)
and the relationship of the use of funds made available under subtitle A to
the relevant functional items in such budget; and

"(ii) make such summary available for inspection and reproduction by the
public at the principal office of such State government or unit of local govern-
ment, at public libraries, if any, within the b undaries of such unit of local
government, and. In the case of a State government, at the main libraries of
the principal municipalities of such State.

"(2) WAivr.-The provisions of paragraph (1) may be waived, in whole or
In part, with respect to publication of the proposed use reports and the narra-
tive summaries, in accordance with regulations of the Secretary, where the cost
of such publication would be unreasonably burdensome in relation to the entitle-
ment of such State government or unit of local government to funds made avail-
able under subtitle A, or where such publication is otherwise Impractical or
infeasible. In addition, the 30-day provision of paragraph (1) (A) may be mod-
ified to the minimum extent necessary to comply With State and local law if
the Secretary is satisfied that the citizens of the State or local government will
receive adequate notification of the proposed use of funds, consistent with the
intent of this section.

"(e) REPORTS PROVIDED T TIE GovzuNo.-A copy of each report required
under subsectiow (a) and (b) filed with the Secretary by a unit of local gov-
ernment which receives funds under subtitle A shall be provided by the Sec-
retary to the Governor of the State in which the unit of local government Is
located, in such manner and form as the Secretary may prescribe by regulation.

"(f) PLANNED USE REPORT TO ARKAWIDFvm ORANISATION.-At the same time
that the proposed uqe report In published and publicized in accordance with
this section, each unit of local government which is within a metropolitan area
shall submit a copy Qf the proposed use report to the areawide organization
in the metropolitan area which is formally charged with carrying 'out the pro-
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visions of section 204 of the Demonstration Cities and Metropolitan Develop-
ment Act of 1906 (42 U.S.C. 3334); section 401 of the Intergovernmental
Cooperation Act of 1968 (42 U.S.C. 4231) ; or section 302 of the Housing and
Community Development Act of 1974 (42 U.S.C. 401).".

(b) (1) Section 123 of the Act is amended by adding at the end thereof the
following new subsection:

"(d) REPORT OF THE SECRETARY OF THE TzEAsunY.-The Secretary of the
Treasury shall Include with the report required under section 105(a) (2) a
report to the Congress on the Implementation and administration of this Act
during preceding fiscal year. Such report shall include, but not be limited to, a
comprehensive and detailed analysis of the following:

"(1) the measures taken to comply with section 122, including a description
of the nature and extent of any noncompliance and the status of all pending
complaints ;

"(2) the extent to which citizens in recipient jurisdictions have become in-
volved in the decisions determining the expenditure of funds received under
subtitle A;

"(3) the extent to which recipient jurisdictions have complied with section
123, including a description of the nature and extent of any noncompliance and
of measures taken to ensure the independence of audits conducted pursuant to
subsection (c) of such section;

"(4) the manner in which funds distributed under subtitle A have been used,
including the net fiscal Impact, if any, lit recipient Jurisdictions; and

"(5) significant problems arising in the administration of the Act and pro-
posals to remedy such problems through appropriate legislation.".

(2) Section 105(a) (2) of the Act is amended by striking out "March 1" and
inserting in lieu thereof "January 15".

NONDISCRIMINATION; ENFORCEMENT

Sxc. 9. (a) Section 122 of the Act is amended to read as follows:

"SEC. 122. NONDISCRIMINATION PROVISION

"(a) (1) IN OENERAL-No person shall, on account of race, color, religion,
sex, national origin, age, or handicapped status, be excluded from participation
in, be denied the benefits of, or be subjected to discrimination under any pro-
gram or activity of a State government or unit of local government, which
government or unit receives funds made available under subtitle A. The pro-
visions of this paragraph shall be Interpreted-

"(A) in accordance with titles II, III. IV. VI, and VII of the Civil Rights
Act of 1964. as amended, title VIII of the Civil Rights Act of 1968, and title
IX of the Education Amendments of 1972, with respect to discrimination on
the basis of race, color, religion, sex, or national origin;

"(B) in accordance with the Rehabilitation Act of 1973 with respect to dis-
crimination on the basis of handicapped status: and

"(C) in accordance with the Age Discrimination Act of 1975 with respect to
discrimination on the basis of age, notwithstanding the deferred effectiveness of
such Act.

"(2) Exc riqow.-
"(A) FL. n No.-The provisions of paragraph (1) of this subsection shall not

apply where any State government or unit of local government proves by clear
and convincing evidence fhat the program or activity with respect to which the
allegation of discrimination has been made is not funded in whole or in part,
directly or indirectly, with funds made available tinder subtitle A.

"(B) CONSTRUCTIO.N PROJECTS IN PROOREs.-The provisions of paragraph (1),
relating to discrimination on the basis of handicapped status, shall not apply
with respect to construction projects commenced prior to January 1, 1977.

"(b) AUTHORITY OF THE SECRETARY.-
"(1) NoTict.-Whenever there has been-
"(A) receipt of notice of a finding, after notice and opportunity for a hearing,

by a Federal court (other than in a proceeding brought by the Attorney General)
or State court, or by a Federal or State administrative agency (other than the
Secretary under subparagraph (B)), to the effect that there has been a pattern
or practice of discrimination on the basis of race, color, religion, sex, national

I-,.
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origin, age, or handicapped status in any program or activity of a State govern-
ment or unit of local government which government or unit receives funds made
available under subtitle A;

"(B) a determination after an investigation by the Secretary (prior to a
hearing under paragraph (4) but including an opportunity for the State govern-
ment or unit of local government to make a documentary submission regarding
the allegation of discrimination or the funding of such program or activity with
funds made available under subtitle (A) that a State government or unit of local
government is not in compliance with subsection (a) (1),
the Secretary shall, within 10 days of such occurrence, notify the Governor of
the affected State, or of the State In which an affected unit of local government
itt located, and the chief executive officer of such affected unit of local govern-
ment, that such State government or unit of local government Is presumed not
to be In compliance with subsection (a) (1), and shall request such Governor
and such chief executive officer to secure compliance. For purposes of subpara-
graph (A), a finding by a Federal or State administrative agency shall be deemed
rendered after notice and opportunity for a hearing If it is rendered pursuant
to procedures consistent with the provision of subchapter II of chapter 5, title
5, United States Code.

"(2) VOUNTARY COMPLAxE.-In the event the Governor or the chief executive
officer secures compliance after notice pursuant to paragraph (1), the terms
and conditions with which the affected State government or unit of local govern-
ment agrees to comply shall be set forth in writing and signed by the Governor,
by the chief executive officer (in the event of a violation by a unit of local gov-
ernment), and by the Secretary. On or prior to the effective date of the agree-
ment, the Secretary shall- send a copy of the agreement to each complainant, If
any, with respect to such violation. The Governor, or the chief executive officer
in the event of a violation by a unit of local government, shall file semiannual
reports with the Secretary detailing the steps taken to comply with the agree-
ment. Within 15 days of receipt of such reports the Secretary shall send a copy
thereof to each such complainant.

"(3) SUSPENSION AND RFSUMPTION OF PAYMENT OF FUNDS.-

"(A) SUSPENSION AFTER NOTIcF.-If, at the conclusion of 90 days after notifica-
tion under paragraph (1)-

"(I) compliance has not been secured by the Governor of that State or the
chief executive officer of that unit of local government, and

"(it) an administrative law Judge has not made a determination under para-
graph (4) (A) that it is likely the State government or unit of local government
will prevail on the merits,
the Secretary shall suspend further payment of any funds under subtitle A to
that State government or that unit of local government. Such suspension shall
be effective for a period of not more than 120 days, or, if there is a hearing under
paragraph (4) (B), not more than 30 days after the conclusion of such hearing,
unless there has been an express finding by the Secretary, after notice and
opportunity for such a hearing, that the recipient is not in compliance with sub-
section (a) (1).

"(B) RESUMPTIOx OF PAYMENTS SUSPENDED UNDER SUPARAOR.APH (A).-Pay-
ment of the suspended funds shall resume only if-

"(I) such State' government or unit of local government enters into a
compliance agreement approved by the Secretary In accordance with para-
graph (2) ;

"(ii) such State government or unit of local government complies fully with
the final order or Judgment of a Federal or State court, if that order or Judgment
covers all the matters raised by the Secretary In the notice pursuant to para-
graph (1), or is found to be In compliance with subsection (a) (1) by such
court; or

"(iii) after a hearing, the Secretary finds that noncompliance has not been
demonstrated.

"(C) SUsPENSION UPON ACTION BY ATTORNEY OENERAL.-Whenever the Attorney
General files a civil action alleging a pattern or practice of discriminatory con-
duct on the basis of race, color, religion, sex, national origin, age, or handicapped
status in any program or activity of a State government or unit of local govern-
ment which State government or unit of local government receives funds made
available under subtitle A, and the conduct alleged violates the provisions of this
section and neither party within 45 days after such filing has been granted such
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preliminary relief with regard to the suspension or payment of funds as may be
otherwise available by law, the Secretary shall suspend further payment of any
funds under subtitle A to that State government or that unit of local government
until such time as the court orders resumption of payment"(4) HKaZINGs; orui ACTIoN.-

"(A) ]IUJMiNAZY HtAlG-.Prior to the suspension of funds under pars-
graph (8), but within the 90-day period after notification under paragraph
($) (A), the State government or unit of local government may request an
expedited preliminary hearing by an administrative law judge In order to deter-
mine whether it is likely that the State government or unit of local government
would, at a full hearing under subparagraph (B) of this paragraph, prevail on
the merits on the issue of the alleged noncompliance. A finding under this sub.
paragraph by the administrative la* judge in favor of the State government or
unit of local government shall defer the suspension of funds under paragraph
(8) pending a finding of noncompliance at the conclusion of the hearing on the
merits under subparagraph (B) of this paragraph.

"(B) COMPLIANCE nr.AaxI.-At any time after notification under paragraph
(1) but before the conclusidn of the 120-day period referred to in paragraph (8),
a State government or unit of local government may request a hearing, which
the Secretary shall initiate within 30 days of such request. Within 30 days after
the conclusion of the hearing, or, in the absence of a hearing, at the conclusion
of the 120-day period referred to in paragraph (3), the Secretary shall make
a finding of compliance or noncompliance. If the Secretary makes a findinV of
noncompliance, the Secretary shall (i) notify the Attorney General of. the
United States in order that the Attorney General may institute a civil action
under subsection (c), (1i) terminate the payment of funds under subtitle A,
and, (iii) if appropriate, seek repayment of such funds. If the Secretary makes
a finding of complance, payment of the suspended funds shall resume as pro-
vided In paragraph, (3) (B).

"(5) JUDICIAL RuvIEw.-Any State government or unit of local government
aggrieved by a final determination of the Secretary under paragraph (4) may
appeal such determination as provided in section 143(c).

"(c) AUrTHORTY or AT"oRXEr GENzn.&.-Whenever the Attorney General
has reason to believe that a State government or unit of local government has
engaged or Is engaging in a pattern or practice In violation of the provisions
of this section, the Attorney General may bring a civil action In an appropriate
United States district court. Such court may grant as relief any temporary
restraining order, preliminary or permanent injunction, or other order, as
necessary or appropriate to Insure the full enjoyment of the rights described
in this section, including the suspension, termination, or repayment of funds
made available under this Act, or placing any further payments under this title
in escrow pending the outcome of the litigation.

"(d) AGREEMENTS BrrwrEN AoErvcz.-The Secretary shall enter into agree-
ments with State agencies and with other Federal agencies authorizing such
agencies to investigate noncompliance with subsection (a). The agreements
shall describe the cooperative efforts to be undertaken (including the sharing
of civil rights enforcement personnel and resources) to secure compliance with
this section and shall provide for the immediate notification of .the Secretary
by the Attorney General of any actions instituted under subction (c) or under
any other Federal civil rights statute or regulations issued thereunder.".

(b) Subtitle B of title I of the Act is amended by adding at the end thereof
the following new sections:

"Szc. 124. COMPLAINTSr'AND COMPLIANCE Rzvnws

"By March 81, 1977. the Secretary shall promulgate regulations establishing-
"(1) reasonable and specific time limits for the Secretary or the appropriate

cooperating agency to respond to the filing of a complaint by any person alleging
that a State government or unit of local government is in violation of the
provisions of this Act, including time limits for instituting an investigaton,
making an appropriate determination with respect to the allegations, and advis-
ing the complainant of the status of the complaint; and

"(2) reasonable and specific time limits for the Secretary to conduct audits
and reviews of State governments and units of local government for compliance
with the provisions of this Act.
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"SVc. 125. PIWATS CIVIL Acnoxs

"(a) STANixo.-Wienever a State government or unit of local government,
or any officer or employee thereof acting in an official capacity, has engaged
or is engaging In any act or practice prohibited by this Act, upon exhaustion of
administrative remedies, a civil action may be instituted by the person aggrieved
In an appropriate United States district court or In a State court of general
jurisdiction.

"(b) RuzLr.-The court may grant as relief to the plaintiff any temporary
restraining order, preliminary or permanent injunction or other order, including
the suspension, termination, or repayment of funds, or placing any further
payments under this title in escrow pending the outcome of the litigation.

"(c) IaruvzNrioN sY ATrORNEY G(xrjuaL.-In any action instituted under
this section to enforce compliance with section 122(a), the Attorney General,
or a specially designated assistant for or in the name of the United States, may
intervene upon timely application if he certifies that the action Is of general
public importance. In such action the United States shall'be entitled to the same
relief as if it had instituted the action.".

AUDITING AND ACCOUNTING

Sac. 10. (a) Subparagraph (A) of section 123 (a) (5) of the Act is amended
by striking "therefor" and inserting in lieu thereof ", In conformity with sub-
section (c) of this section," and by Inserting at the end thereof the following:
"and conduct independent financial audits In accordance with generally accepted
auditing standards as required by paragraph (2) of such subsection,".

(b) Section 123 (c) of the Act is amended to read as follows:
"(c) ACCOUNTaG, AUDITIN, AND EVALUATION.-
"(1) IN OECNERAL.-The Secretary shall provide for such audits, evaluations,

and reviews as may be necessary to insure that the expenditures of funds re-
celved under subtitle A or 1) by State governments and units of local govern-
ment comply fully with requirements of this title. Such audits, evaluations, and
reviews shall include such Independent audits as may be required pursuant to
paragraph (2). The Secretary is authorized to accept an audit by a State
government or unit of local government of its expenditures if he determines that
such audit was conducted In compliance with paragraph (2), and that such
audit and the audit procedures of that State government or unit of local govern-
ment are sufficiently reliable to enable him to carry out his duties under
this title.

"(2) INDEENDENT AUDITS.-The Secretary shall, after consultation with the
Comptroller General, promulgate regulations to take effect not later than
March 31, 1977, which shall require that each State government and unit of
local government receiving funds under subtitle A or D conducts during each
fiscal year an audit of its financial accounts In accordance with generally
accepted auditing standards. Such regulations shall include such provisions as
may be necessary to assure independent audits are conducted in accordance
with such standards, but may provide for less formal reviews of financial
information, or less frequent audits, to the extent necessary to ensure that the
cost of such audits not be unreasonably burdensome in relation to the entitle-
ment of such State government or unit of local government to funds available
under subtitles A and D. Such regulations shall further provide for the avail-
ability to the public of financial statements and reports on audits or informal
reviews conducted under this paragraph for Inspection and reproduction as
public documents.

"(3) COMPTROLLER GENERAL SHALL RJCVIEW COMPLANcE.-The Comptroller Gen-
eral of the United States shall make such reviews of the work as done by
the Secretary, the State governments, and the units of local government as may be
necessary for the Congress to evaluate compliance and operations under this
title.". SEc. 11. Section 123 of the Act is amended by adding at the end thereof
the following new subsection:

"(e) IP'OHiornoN or UsE rom LosYING Pua'osE.-No State government or unit
of local government may use, directly or indirectly, any part of the funds it
receives under subtitle A for the purpose of lobbying or other activities intended
to influence any legislation regarding the provisions of this Act. For the purpose
of thiasubsection, dues paid to National or State associations shall be deemed
not to have been paid from funds received under subtitle A.".
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Sac. 12, (a) Except as provided in subsection (b), the amendments of the Act
made by this Act shall take effect at the close of December 31, 1976.

(b) (1) The amendments made by section 6 of this Act shall take effect on the
date of enactment.

(2) The amendment made by section 7 of this Act shall take effect at the close
of September 30, 1977.

Sue. 13. Any hearing required by this Act to be held by a local or State govern-
ment shall provide senior citizens and senior citizens organizations with an
opportunity to be heard prior to the final allocation of any funds provided
under the Act pursuant to such a hearing.

DEFINITION OF EXHAUSTION OF ADMINISTRATIVE RUMDiES

8ac. 14. As used in section 125 of this Act, administrative remedies shall be
deemed to be exhausted upon the expiration of 60 days after the date the adminis-
trative complaint was filed with the Office of Revenue Sharing, or any other
administrative enforcement agency, unless wtthin such period there has been a 
determined by the agency on the merits of the complaint, In which case such
remedies shall be deeemd exhausted at the time the determination becomes final.

Passed the House of Representatives June 10, 1976.
Attest: EDutrND L. HENsHAW, Jr., Clerk.

Senator HATHAWAY. Our first witness this morning is lion. William
Proxmire, a United States Senator from the State of Wisconsin.

Senator Proxmire ?

STATEMENT OF RON. WILLIAM PROXMIRE, A U.S. SENATOR FROM
THE STATE OF WISCONSIN

Senator PROXMIRE. Thank you very much, Mr. Chairman.
Mr. Chairman, I imagine ihat the overwhelming amount of testi-

mony this morning will be in favor of revenue sharing. There is no
question but that revenue sharing is going to pass. It passed the House
361 to 35; it will pass the Senate overwhelningly. It will be signed
by the President who, of course, welcomes it.

It is absolutely inevitable.
It is warmly supported by State and local governments, as we might

imagine. In tact, it is so overwhelmingly supported, I have had the
experience of having my best friends in Wisconsin refuse to shake
hands with me because of my position on revenue sharing.

I (1o recognize the great need that State and local governments have
for these funds. I recognize that it has the great merit of reducing or
eliminating bureaucratic interference, eliminating irrelevant national
standards that may not apply to a particular locality, providing funds
that can be very helpful in that way.

However, there are very strong arguments that I think should be
considered. No. 1, we ought to be very careful on this. As you knowv,
we (1o not, have the kind of surplus that was envisioned when revenue
sharing was proposed by Walter lieller and .Joe Pechman. We have a
hunre deficit; we are facing another big deficit.

No. 2. the real growth in Government has not been at the Fed-
eral level, but at the State and local level. As a matter of fact, since
1960. we have had an increase from 6 million to 12 million in local
and State employees, an increase from 2.3 to 2.8 in Federal employees.
Meaning, where4s the Federal employees constitute a smaller share
of the work force now than they did in 1900, State and local employees
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constitute a much larger share. That is where the major growth in
Government is concentrated.

If people want to object to big government, they should focus on
the big increase in State and local government.

Furthermore, Mr. Chairman, revenue sharing is simply not accom-
plishing its objective. A study by the League of Women Voters, which
was a 2-year study-we all recognize that is a competent and objective
group-found this, and I will quote from their findings: "Because of
the fungibility of GRS funds, it was impossible for survey monitors to
conclude whether or not revenue sharing has helped create job op-
portunities or altered the pattern of State spending.

"However, since the influx of these new dollars occurred at a time
when other Federal and domestic programs were being reduced and
terminated, it is unlikely that either economic goal was accomplished."

They go on to say: "What has happened in the area of citizen par-
ticipation in revenue sharing and civil rights compliance at the State
level I The former has not materialized at all, and the presence of the
latter is highly questionable."

Mr. Chairman, the principal problem here is that there is very oor
accountability. The leaoue found that 38 percent of people in State
and local governments did riot know where revenue sharing went.

There is a lack of effective discipline here.
It is vital in Government spending that there be some basis for

taxpayer restraint, taxpayer objection, taxpayer insistence on justify-
ing the kind of spending that you undergo.

Senatbr HATIHAWA. Do you think, Senator, it would be enough if
we have some stringent sunshine amendments whereby the taxpayers
will have some input into the spending process prior to the commit-
ment of the expenditure?

Senator PROXMIRE. That would help, but I want to suggest an amend-
ment that will go a little further than that, and provide a focus or basis
for the taxpayers organizing and insistence of justification.

No matter what kind of sunshine amendments you have, still money
from Wash ington, you know, is considered free money, fountain pen
money.

Sunshine amendments will not make it count as effectively as what
I am proposing here. Here is what I propose to do: I propose to make
State officials accountable for revenue sharing funds in the following
way. We would return the same amount to every State, Maine, Oregon,
Wisconsin would get the same amount.

However, unless the State passes a revenue sharing law saying it
will appropriate these funds for revenue sharing, those funds would
eo back to the State Fedoral income taxpayers in Maine, Oregon. and
Wisconsin and the other States, would go back to them as refunds on
their Federal income tax.

We calculate that in 1975. Wisconsin taxpayers would have received
$85 on the average in refunds, about 7 percent of what they pay.

Ndw, I am convinced in mv State, and probably in most States. the
State legislature would pass this law. It would appropriate the revenue
sharing. But that action gives the taxpayer groups in the State a focus
for insisting that revenue sharing be based on justifiable causes and
programs, that there be some basis, some focus for insisting on this
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kind of justification, other than reporting which may or may not get
attention, or may not provide that kind of focus.

This is the heart of my proposal. I could support revenue sharing
if this kind of amendment would pass. Then you would have the same
kind of discipline for revenue sharing money that you have at the
present time for other expenditures byState and local governments.

This is the missing ingredient that we do not have at the present
time. The money comes from Washington; therefore, there is not the
discipline or restraint that you should have.

Senator HATHAWAY. Your proposal would be what, now?
If the State did not have an appropriation proposal, each individual

in the State would get a prorated share?
Senator PROxmRE. This would not take effect until the first year

would be clear. The revenue sharing money woull go back beginning
in fiscal year 1978. You would have to pass by July 1, 1977, the State
legislature would have to pass a law providing that the revenue shar-
ing money would go for revenue sharing.

If they did not pass that law, it would go as a refund to the income-
tax payers in that particular State.

Senator HATHAWAY. Senator PackwoodI
Senator PACKWOOD. No questions.
Senator HATHAWAY. Thank you very much, Senator Proxmire.
[The prepared statement of Senator Proxmire follows:]

TESTIMONY OF SENATOR WILLIAM PROXMIRE

Mr. Chairman, I am here to testify on the revenue sharing bill (H.R. 130N7),
and to support my amendment (No. 1Q53) to the bill.

NO REVENUE TO SHARE

The first problem with revenue sharing is that there has been no revenue to
share. When it was proposed by Walter Heller and Joe Pechman they argued
there would be large Federal budget surpluses which would put a great fiscal
drag on the economy and create unemployment and recession. These anticipated
surpluses, it was argued, could best be used to help State and local governments
meet their fiscal needs.

But instead of surpluses there have been deficits-about $160 billion in Federal
deficits since revenue sharing went into effect.

Meanwhile we have provided $30 billion in Federal revenue sharing spending
without providing 1 cent in new revenues for the program. It has been financed
by deficit spending. This bill proposes to spend another $25 billion over 4%.fiscal
years. And again there is no revenue to share. The budget estimate for the fiscal
year 1977 deficit is almost $43 billion.

Ironically, the States and localities are now where the big spending problems
exist. Over the past decade the Federal Government has held its spending to
about 22 percent of the GNP. But State and local spending has gone up dra-
matically. The point is that if one is really interested in cutting Government
spending-and taxes--one very important place to examine spending is at the
State and local level.

Instead, what revenue sharing does is to give the States and localities an open
ended appropriation for which they have to make no serious accounting to the
people.

In fact I'm sure all Senators have heard of examples where local citizens
balked at some particular proposed local spending proposal on grounds that it
was foolish or had a very low priority. Local officials then paid for it through
revenue sharing because there was no specific local or State tax burden relating
to the foolish spending of those funds.

' THOSE WHO SPN2D MONEY SHOULD HAVE TO RUSE IT

That leads to a second problem with revenue sharing; namely, that it offends
against a fundamental fiscal principle. That principle is that those who spend
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money should have to raise it. That's the way to get fiscal restraint, and the one
effective way.

The state and local officials who spend revenue sharing money don't have to
impose the taxes to raise It.

I can understand why governors, mayors, city managers, and county officials
are so strong for revenue sharing. We in Congress pass the taxes or sanction the
deficit and they get to spend the money with little or no strings attached,

They have the best of all worlds. But they should not moralize against those
of us who criticize revenue sharing and who believe the program often-results in
the use of funds for foolish or low priority projects. As a measure of this, the
League of Women Voters in a two-year study examining revenue sharing in six
states found that 38% of those who were Interviewed for their studies-
Governors, State Legislators, media representatives, agency and department
heads, comptrollers, civil rights and human affairs officers, etc.-did not know
how the money was spent (General Revenue Sharing and the States, Chart II,
p. 26)!

The League study also concludes that in measuring the success of the program
almost none of the arguments or goals originally offered in support of the pro-
gram passage have been met or accomplished. (Ibid., pp. 24-25.)

PROPOSED AMENDMENT

So what do we do about this? Here's what'I propose:
My amendment would reimpose some fiscal discipline on the program. It would

return the revenue sharing money to individual federal income tax payers unless
the state legislatures, by law, specify that the funds should be distributed to the
state and local units of government according to the revenue sharing formula.

In effect each state legislature has to determine whether it Is going to spend
the money or return the money to the taxpayers.

In the case of the State of Wisconsin if my amendment had been In effect for
the last year for which we have complete figures (1974) and the State Legislature
had failed to pass a law distributing the funds, some $152 million in revenue
sharing funds would have been returned to 1,798,702 Wisconsin taxpayers who
had filed a federal income'tax return.

This would have amounted to abou $85.00 per average tax return or a seven
percent federal income tax cut.

LEGISLATURES HAVE A CHOICE

I recognize-that the cities and towns of this country urgently-in some cases
desperately-need this money. Local taxes are Imunishing, and local needs are
vital. That's why the legislature should have the choice my amendment requires
them to make.

My amendment would also allow a state legislature to split the money by
allowing a part of It to go for revenue sharing and a part of it returned as a tax
refund.

The amendment would in no way change the revenue sharing formula, the
amount due each state or any other provision of the law.

If a,state legislature by law passes the money on to the local units of govern-
meat, fine. They get the midney. The state has to bite the bullet, make the painful
choice of spending instead of refunding the taxpayer his money. If a state
legislature fails to act, then the people who paid the taxes get their fair share
of the money by way of a tax refund.

Since the one-man, one-vote decision of the Supreme Court state legislatures
fairly represents all the people of a state. Further, they are right ones to make
the decision because all other local units of government-counties, cities, towns,
etc.-are the legal creatures of the state governments. -

.... . SPECIFIC PROVISIONS

The amendment provides that the law must be passed by July Ist, preceding
the beginning of the fiscal year in which the revenue sharing funds are paid out.
This means that each state would have until July 1st, 1977, to pass the law deal-
ing with funds due in the fiscal year beginning October 1st, 1977. Because of the
last date. the amendment would not apply to fiscal 1977. The amendment provides
thataatate legislature can act for two years in advance as some legislatures
meet only once every two years.

70-s11 0 - To - 2
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Technically the formula provides that each taxpayer would get the same per-
centage of the total revenue sharing funds due each state as the percentage his
personal federal income taxes are to the total federal income taxes paid by all
individual taxpayers it the state.

To put it more simply, if the revenue sharing funds due a state were equal
to five percent of the federal personal income taxes paid by the citizens of the
state, then each taxpayer would get a five percent refund.

The amounts would be provided in tables in the tax instructions Just as tables
are now provided for amounts of state gasoline taxes and state sales taxes which
can be claimed.

RETURNS FISCAL DISCIPLINE TO THE PROGRAM

I believe my amendment would give the fiscal responsibility and fiscal discipline
this program now lacks. The people, working through their state legislators, will
make their wishes known. I believe the effect will be to make state and local
governments far more careful than they have been as to how they spend revenue
sharing money. If they are not careful, the people will demand that the money
be returned rather than spent foolishly.

Senator HATHWAY. Our next witness is the Honorable Dante Fascell,
U.S. Representative from Miami, Fla.

Congressman, it is a pleasure to have you with us.

STATEMENT OF HON. DANTE B. FASCELL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Representative FASCELL. Thank you very much, Mr. Chairman.
I appreciate the opportunity to discuss revenue sharing with you.
I do not know of a program that does not have flaws, and revenue

sharing has its share. It would be a mistake for the Congress, in my
judgment, not to concern itself with those matters.

To ignore the fact that independent studies have been made, and
that the General Accounting Office has made its own studies and rec-
ommendations, or to close our eyes to the knowledge that flows back
to us from the actual implementation of the program, would be a
serious mistake.

Obviously, from a municipal standpoint, or a recipient standpoint,
the less complication, and the fewer strings, the better.

I suppose that we might eliminate all requirements some day. I hope
not. I would not want to see a single tax system in this country for the
distribution of revenue. I think that we have enough trouble now.

As the Senator preceded me pointed out, much of the recent govern-
mental growth has been in State and local spending. The Federal
Government has contributed its share, but a big portion of it ha6 been
-at other levels. There is still a nieed for revenue coming from the Fed-
eral Government, because of the great capacity of the Federal Gov-
ernment to provide it.

However, to deny that there should be reliable accountability, ade-
quate-citizen participation, improvements in regard to civil rights,
greater formula equity and State and local governments' incentives
for modernization, seems to me to be in error, and totally ignores the
criticism of the present program.

We cannot tell the jurisdictions what the money can be spent on,
but at the very least, we ought to provide some way for local citizens
to participate in the budgeting process and to assure that we do not
violate civil rights in the expenditure of funds.

There is going to be a lot of pressure on the Senate to change the
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civil rights improvement that was made in the House bill. I think
- that for the Senate to cave in on that would be a gross mistake.

Senator HATRIAWAY. I agree with you.
Representative FASCELL. The very least we could do is hang on to

some of the changes that were made in the House bill.
Civil rights is an area where many local governments feel that this

would create a great deal of problems for them, but to spend Fed-
eral money and to know that whether we do it inadvertently, or
directly or indirectly, we are discriminating against people who ought
to be the recipients of these funds, it seems to me, would be a tragedy.

So I would hope that at the very least those changes that were made
in citizen participation and civil rights in the House bill would be
improved on by this body and not rejected out of hand.

Think that a strong case could be made for a revised distribution
formula. I guarantee you that the counties and cities do not want to
change anything. They want to get every dollar they can get, the way
they are getting it.

That does not change the fact that you have tremendous inequities
in the system and that the real question arises as to whether what
we are trying to do at-the national level in terms of meeting the needs
of the people is actually being accomplished,

One of the reasons I introduced tie reform bill, which was very
carefully considered by both the House subcommittee and the full
committee, was to incorporate all of the recommendations for im-
provement in revenue sharing which flowed out of the studies by the
League of Women Voters, other nonpartisan groups, and the "Gen-
eral Accounting Office.

One of them was to try to meet the question of need with some kind
of new formula which was carefully tested in actual computer runs.
This confirmed that we could use, instead of the per capita formula,
the number of people below the poverty level as an indication of need.

What that proposed formula change does, basically, is provide extra
funds in areas, such as urban and rural areas, where there is a high
count of poor people, people below the poverty line. Under the present
formula there are areas which might have an extra need, but because
of the high per capita income it is not reflected adequately, and there
is a shortage of funds under the existing measure of need. In the large
cities that is particularly true. In rural areas where there are con-
centrations of the rural poor, that is also true.

It is possible to retain the basic formula, and this is what I favor,
for distribution of the existing level of funds so that the cities and
counties would not receive less money than they are getting now.

We want to provide a minimum amount of '$150 million of addi-
tional funds and distribute-it under the new formula to see how it
would benefit those areas of particular need. That was defeated, and
unfortunately, we lost an opportunity, unless the Senate wants to take
it up as it now considers the bill.

If you want to provide an extra $150 million, the cities and counties
would rather have it for growth under the present formula and there-
fore, would urge the Senators, I am sure, not to consider a supple-
mentary formula.

I ttink that would be a mistake. I think that we ought to try at
least a reasonable, small amount without taking anything Away from
the recipients undei the present distribution system for the full
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amount that would be allowed in the bill and put an extra pot, if
necessary, to try a distribution under a revised needs formula.

Some people might be apprehensive about that, but I think that we
ought to give it a try.

Mr. Chairman, that is about it. I would simply close by saying
that this is an important bill. I voted against it in the House, because
the reforms were not adequate, in my judgment.

I am not blind to the fact that municipalities need the money. The
law ought to be extended for a reasonable period of time.

We ought to do it as reasonably quickly as we can. They have
already been delayed too long in making their decisions on funding.
I think that that is unfortunate.

I know that the Senate will move with great speed and delibera-
tion to consider this matter. I hope, in that process, that it will retain
what we consider important reforms that have already been made,
and take some time to consider the others that I have suggested.

Thank you very much
Senator HATHAWAY. Thank you, very much.
Senator Packwood I
Senator PACKWOOD. I have no questions, Mr. Chairman, but I have

a statement of Senator Fannifi's that he would like inserted. I ask
unanimous consent that it be inserted.

Senator HATHIAWAY. Without objection.
[The statement follows. Oral testimony continues on p. 42.]

STAT.MRNT OF SENATOR PAUL FANNING

Mr. Chairman, after reviewing the recently passed House bill on General
Revenue Sharing (H.R. 13367), which has been referred to the Senate Finance
Committee, I am concerned about provisions of the bill which relate to eligible
units of local governments, reporting requirements, public hearings and audit.
Ing requirements. I urge a close scrutiny and careful deliberation of those
provisions so that we may improve the final legislation in order to reduce the
likelihood of public confusion and reduce the administrative burden and costs
that will otherwise be incurred at the state and local government level.

I was most gratified to hear of the overwhelming approval given by the
House of Representatives to the extension of General Revenue Sharing for
another 3% years. The many governmental Jurisdictions across the country,
would experience difficult budgetary problems over the next few years if
General Revenue Sharing funds are not made available in an amount at least
equal to the current funding level. The bill passed by the House addresses the
immediate problem of extending this funding so vital to state and local govern-
ments and with respect to that end, I certainly support an extension.

The House bill presents some problems which, while not insurmountable,
could result In a confused citizenry and administrative difficulty. These prob.
lems which I have stated above in addition to the Davis-Bacon Act provision
should be eliminated.

ELUGI LUNITs OF LOCAL OVXM,"ZNTs

The bill establishes additional eligible units of local government which' will
create tremendous administrative problems, and there is no compelling explana-
tion why the current law that provides eligible units of local government as
determined by the Bureau of Census with additional units for Indian tribes and
Alaskan native villages would not be adequate. To do otherwise would neces-
sitate the creation of new administrative activity with tremendous cost and
no perceivable benefit.

REPOATINo UAEUJR1EMEs--PU1L1C IEVA_ NOS

That bill requires governmental unite to report to the Office of Revenue
Sharing on the proposed and actual use of funds, and, tj hold at least one public
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hearing for citizen input just prior to the submission of the proposed use report
for each entitlement period. 'This in Itself is appropriate and reasonable; but
given the fact that the entitlement periods generally coincide with the Federal
government's new fiscal year starting October 1, whereas the fiscal year period
for the preponderance of state and local governments begins on another date,
some real difficulties are created. Of course, the problem Is compounded because
the budgetary cycle observed in each governmental jurisdiction is determined
largely by the start of the fiscal year.

To avoid this kind of situation (which would be the rule around the nation
rather than the exception) It would be far better if local governments were
allowed to submit reports on the use of Revenue Sharing funds according to
the local fiscal year and local budgetary requirements, rather than to require
such reports to coincide.,vlth the Federal government entitlement periods,
which have no significance to the citizens or the governmental officials of a
locality. If necessary, certification and assurances of compliance could be
given by the local government prior to the start of each entitlement period In
order to receive quarterly checks, but the reports could follow In a pattern
consistent with local budgeting requirements. Not only would that process be
more convenient and more understandable to all concerned, but it would be
the best way to ensure that the original Intent of this part of the legislation-
which is to obtain timely and meaningful citizen Input-is achieved.

AUDITING REQUIREMENTS
The House bill would require an annual independent audit of all financial

accounts of the local governmental unit receiving Revenue Sharing funds. While
it would undoubtedly be beneficial to have an annual Independent audit, many
governmental units are not required by local laws to do so, and these govern-
ments have established auditing practices which are considered satisfactory and
which are less costly to the taxpayer.

I fully understand the need for and the intent of the auditing provisions, but
In order to accomplish the same objective, and yet to avoid undue hardship on
jurisdictions which are adequately protected at present, perhaps the requirement
could be modified to apply only to jurisdictions which do not currently make
provision for outside audits or which do not have auditing capabilities available.
At the least, the annual audit requirement should not be Implemented Immedi-
ately, but a reasonable time should be given to comply.

DAVId.ACON ACT PROVISION
In addition to the above pi~blems which are raised by the House bill on General

Reveune Sharing, I am absolutely opposed to continuing the extension of the
provisions of the Davis-Bacon Act essentially to local construction projects de-
veloped with revenue sharing funds. In view of the clear inflationary effect of
the Davis-Bacon Act on costructlon programs, I find it hard to Justify its ap-
plication In a program which is based on meeting financial problems caused by
Inflation. It is my intention to seek removal of Davis-Bacon from this legislation
and I will carefully question every witness about the effect of this provision on
local construction projects.

Thank you, Mr. Chairman.
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GENERAL REVENUE SHARING: A COMPARISON OF PROVISIONS OF THE 1972 ACT WITH THE FORD ADMINISTRATIONPROPOSAL AND WITH H.R. 13367 AS APPROVED BY THE HOUSE OF REPRESENTATIVES

Basic Provisions

Title of legislation

Life of program

Funding

Present Law

State and Local Fiscal Assis-
tance Act of 1972

January 1. 1972 through
December 31, 1976.

Creates a trust fund known as
the State and Local Govern-
ment Fiscal Assistance Trust
Fund to which amounts derived
from the Federal personal in-
come tax are appropriated and
out of which quarterly pay-
ments are made to eligible
State and local governments
under provisions of this Act.
This funding by means of
permanent appropriations
makes these funds available'
automatically for each State
and local government with-
out necessitating annual
Congressional appropri-
ations.

AmoMts appropriated are
as follows:

Ford Administration Bill
(S. 1625/ H.R. 6558)

A/

H.R. 13367 as Approved By
the House of Representatives

(June 10, 1976)

Fiscal Assistance Amendmentsof 1976.

Extended for 5-3/4 years-- to Extended for 3-3/4 years-toSeptember 30, 1982. September 30, 1980.

Continues financing by means
of permanent appropriations of
$43.1 billion to the State
and Local Government Fiscal
Assistance Trust Fund to
finance this program from
July 1, 1976 through Septem-
ber 30, 1982. Included in
this total is an estimated
$39.85 billion provided for
the 5-3/4 year extension
period (from January 1, 1977
through September 30, 1982).
The amounts appropriated are
as follows:

Inserts an entitlement provi-
sion in this bill which
guarantees that payments will
be made automatically to State
and local governments which
meet the requirements of this
legislation.

Authorizes the following
appropriations to the State
and Local Government Fiscal
Assistance Trust Fund to pay
entitlements:

a/ No title is cited in the bill, but in President Ford's message to the 94th Congress transmitting a draft of pro-posed legislation to extend and revise the State and Local Fiscal Assistance Act of 1972, it is cited as the"State and Local Fiscal Assistance Act Amendments of 1975" (94th Congress, 1st Session. House Doc. No. 94-117).



Present Lw
Q.L. 92-512I

Jan. 1, 1972 - June 30, 1972$2,652,390,000

July 1, 1972 - June 30, 1973
5,642,280,000

July 1, 1973 - June 30, 1974
6,054,780,000

July 1, 1974 - June 30, 1975
6,204,780,000

July 1, 1975 - June 30, 1976
6,354,780,000

July 1, 1976 - Dec. 31, 1976
3,327 390000

Total... 30,236,400,000

Funding
(continued)

H.R. 13367 as Approved by
the House of Representatives

(June 10. 1976)

Jan. 1, 1977 - Sept. 30. 1977
$4,991,085,000

Oct. 1, 1977 - Sept. 30, 1978
6,654.780,000

Oct. 1,.1978 - Sept. 30, 1979
- 6,654,780,000

Oct. 1, 1979 - Sept. 30, 1980

6.654.780,000Total.. -. 24,955,425,000

Ford Administration Bill
_(S. 1625/ H.R. 6558)

July 1, 1976 - Sept. 30, 1976
$1,626,195,000

Oct. 1, 1976 - Sept. 30, 1977
6,542,280,000

Oct. 1, 1977 - Sept. 30, 1978
6,692,280,000

Oct. 1, 1978 - Sept. 30, 1979
6,842.280,000

Oct. 1, 1979 - Sept. 30, 1980
6,992.280,000

Oct. 1, 1980 - Sept. 30, 1981
7,142,280.000

Oct. 1, 1981 - Sept. 30, 1982
7 292,280,000

Total.. .43,129,875,000
- Estimated total for 5-3/4
year extension period (Jan. 1,1977 - Sept. 30, 1982)...
$39.85 billion.

Exempts amounts appropriated
from provisions of Section
401 (a) and (b) of the CongrA.e-
sional Budget Act of 1974,
which means that they vil con-
tinue to become available auto-
matically without necesaitatiq
annual appropriation action by
Congress.
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Basic Provisions

Eligible units of
local government

Present Law
(P.L. 92-512)

General purpose units of gov-
ernment (counties, municipali-
ties, townships) as determined
by the Bureau of the Census
for general statistical pur-
poses. Also includes Indian
tribes and Alaskan native
villages which perform sub-
stantial government functions.

Ford Administration Bill
(S. 1625/ H.R. 6558)

No change from 1972 la.

H.R. 13367 as Approved by
the House of Representatives

(June 10. 1976)

Same as provided in the 1972
Act plus the following addi-
tional requirements. with
respect to entitlement periods
beginning on or after October
1, 1977, such governments owt
impose taxes or receive govern-
mental transfer payments which
areutilized by then for the
subetantial performance of at
least two of the following 14
public services: police pro-
tection; courts and correc-
tions; fire protection; health
services; social services for
the poor or aged; public re-
creation; public libraries;
zoning or land use planning;
sewerage disposal or water
supply; solid waste disposal;
pollution abatement; road or
street construction and main-
tenace; mesa transportation;
and education. Also at least
10 percent of their total ax-
penditures (excluding those
for general and financial ad-
ministration and for the as-
sessmt of property) during
the most recent year. m ust
have been utilized for each
of two of any of the 14 spe-
cified services. This 10 per-
cent expenditure requiremet
does not apply to governments
which substantially perform
four or more of such public
services, or which have per-
formed two or more of such

!



Basic Provisions

Eligible units of
local government
(continued)

Present Law

(P.L. 92-512)

One of two formulas may be
used to determine total State
allocations, depending on
which would yield the highest
amount. Under the 5-factor,
House-developed formula, dis-
tribution is determined on
the basis of the following
factors: State population,
urbanized population, popu-
lation inversely weighted
for per capita income, State
personal income tax collec-
tions and general tax effort
of State and local govern-
ments within the State. Un-
der the 3-factor Senate-dev-
eloped formula, allocation
is based on State population,
State and local tax effort,
and the relative income fac-
tor (inverse relative per
capita income) of the State.

State governments receive
one-third of the total amount
distributed, and local gov-

Ford Administration Bill
(S. 1625/ H.R. 6558)

Same as the 1972 law with
the following exceptions:

The maximum per capita
allocation allowed for coun-
ty areas or units of local
government (excluding county
governments) is increased
from 145 percent to 175 per-
cent of the per capita al-
location to all local gov-
ernments in the State in
which such governments are
located. Provision is made
for periodic increases of
this ceiling at the rate of 6
percentage points per en-
titlement period. Such
increases shall
begin with entitlement
periods which begin on
July 1, 1976 and thereafter.
A provision is added that

whenever an Indian tribe
or an Alaskan native village
waives its entitlement of
these funds, its entitlement

H.R. 13367 as Approved by
the House of Representatives

(June 10, 1976)

public services since January
1, 1976, and which continue
to provide two or more of such
public services.

These additional require-
ments will eliminate an unknown
number of single-purpose units
from the benefits of this
legislation.

The basic distribution formula
is unchanged from the 1972 law.

44
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Basic P rovisions

Formula
(continued)

Present Law
.(.4_L_. 92-512)

ernments the remaining
two-thirds.

Local government shares
are distributed as follows:
County areas, municipalities
and individual townships,
on the basis of population,
tax effort and the relative
income factor of the govern-
Ing unit. County governments
and aggregate township shares

- within county areas are com-
puted on the basis of their
adjusted taxes. Indian
tribes and Alaskan nativ:
villages, on the basis of
population.

A ceiling and a floor is
placed on the amount which
any county area or local
unit of government (ex-
cluding county governments)
may receive. Their per
capita allocations. must not
be more than 145 percent
nor less than 20 percent
of the per capita allocation
made to all local govern-
ments in the State. A
local government's allotment
may not exceed an amount which
is one-half the sum of ad-
justed taxes it derives from
its own sources and from
revenues it receives from

H.R. 13367 as Approved by
the House of Representatives

(June 1976)

Al

Ford Administration Bill
(S. 1625/ H.R. 6558)

is to be added to that of the
county government in the coun-
ty area in which such tribe or
village is located. The 1972
law works in such a way that
any amounts waived are a part
of the county area's allocation
in which such tribe or village
is located which are distribute
among the county government as
well as among other units of
local government in the same
county.

A further provision is added
which authorizes the Secretary
of the Treasury to reserve
such percentage of the total
payment to be disbursed for
any entitlement period as he
considers necessary to insure
that there will be sufficient
funds available to pay adjust-
ments due after the final
allocation of funds among
State and local units of
government.

1*
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Basic Provisions

FormuLa
(continued)

Local Government
Priority

Expenditures

Present Law
.. L. 92-5121

other governmental units in
any entitlement period.

A de minimum provision pro-
hibit. ay local government
from receiving any funds un-
less Its allocation mounts
to at least $200 in any en-
titlment period.

A State is permitted to
enact legislation adopting
an alternative formula for
distribution of funds among
county areas or anong other
local governing units (other
than county governments)
within the State.

Local government allocations
of those funds must be spent
for the following priority
expenditures: (1) ordinary
and necessary maintenance
and operating expenses for:
(A) public safety (including
aw enforcement, fire pro-

tection, and building code
enforcemt), (B) eaviron-
mental protection (including
sewage disposal, smitation,
and pollution abatermt),
(C) public transportation
(including transit systems
and street and roads),
(D) health, (W) recreation,
(M) libraries, (G) social
services for the poor or

Ford Administration Bill
(S. 1625/ H.R. 6558)

No change from the 1972 l1w.

H.R. 13367 as Approved by
the House of Reprecentatives

- (June 10. 1976 .

Eliminates Section 103 of the
1972 Act which restricts local
govermnt expenditures of
their allocations to specified
priority purposes.

t
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Basic ProvisioP.

Local Government
Priority

Expenditures
(continued)

Prohibition on use
of allocations for
matching Federal
grants received
under other pro-
gram

Reporting require-
meats:

Recipient gov-
ernmeto:

Present Law
(P.L. 92-512)

aged, and (H) financial
administration; and
(2) ordinary and necessary
capital expenditures
authorized by law.

Prohibits use of allocations
received by State and local
governments under this Act
to match Federal grants re-
ceived under other programs.

Actual Use Report-Each
State and local government
recipient mst submit to
the Secretary of the
Treasury after the close
of each entitlement period.
a report setting forth the
amounts and purposes for
which allocations received
during ouch period vere
actually spent or obligated.

Planned Use Report-Each
State and local govern-
ment which expects to re-
ceive fund under this Act
is required to submit to
the Secretary of the
Treasury before the begin-
ning of each entitlement
period. a report setting

Ford Administration Bill
(S. 1625/ H.R. 6558)

No change from the 1972 law.

Actual Use Report-The Sec-
retary of the Treasury is
given full discretion in
prescribing the form and
content of such reports.
The language of the 1972
Act is stricken which re-
quires that these reports
must provide information
on the amount and purposes
for which funds received
by a governmental unit
during an entitlement
period have been spent or
obligated.

Planned Use Report-The
Secretary of the Treasury
is given full discretion
in prescribing the form
and content of such reports.

AI

H.R 13367 as Approved by
the House of Representatives

(June 10. 1976 .

Eliminates Section 104 of the
1972 Act which contains this
prohibition.

The proposed use (designated
planned use in the 1972 Act)
and the actual use report pro-
visions are reversed In their
order of presentation and con-
tain many more-requIrements
than are contained in the
present 1ow:

Proposed Use Report-State
and local recipients most not
only submit a report to the
Secretary of the Treasury be-
fore each entitlment period
on how they expect to spend
their allotments, but they
must also provide comparative
data on the use made of funds
received during the two ime-
diately preceding entitlement
periods. Such reports must
also include information on

0

2



Lasic Provisions

Reporting require-
ments:

Recipient gov-
ernments
(continued)

Present Law
QP.L. '92-512)

forth how it plans to spend
or obligate funds received
during this period.

The Secretary of the Tress-
%try shall prescribe the form
and content of such planned
use and actual use reports.

Ford Administration Bill
(S. 162S/1.R. 6558)

The language of the 1972 Act
is stricken which requires
that recipient governments
must include in these reports
information on :the amount and
purposes for which they plan
to spend or obligate alloca-
tions which they expect to
receive during an entitlement
period.

.H.R. 13367 as Approved by
the House of Representatives

how past, current and proposed
use of the funds relate to
relevant functional items in
each recipient government's
budget. They must also indi-
cate whether the funds will
be spent for a new activity,
to expqap or continue an
existing activity, or for tax
stabilization or reduction.

Actual Use_ Report-Recipient
governments are required to
make actual use~rreports avail-
able to the public for inspec-
tion and reproduction. In
addition to reporting how
their allotments have been
spent- or obligated, they must
also report how they have been
appropriated. As with the pro-
posed use report. they are
required to show the relation-
ship of these funds to the
relevamt functional items in
their government's budg t.
Furthermore, they must explain
all differences between how
they had proposed to use the
funds and how they were ac-
tually spent during an entitle-
ment period.

A



Basic Provisions

Reporting re-
quirements
(continued):

Secretary
of the

Treasury

Present Law
(P.L. 92-512)

Sec. 105(a)(2) re-
quires the Secretary
of the Treasury to
submit a report to
Congress no later
than March 1 of
each yearjon the
operation and
status of the
State and Local
Government Fiscal
Assistance Trust
Fund during the
preceding fiscal
year.

Ford Administration Bill
1S. 1625/H.R. 6558)

A new subsection (e) is
added to Section 105 which
requires the Secretary of
the Treasury to submit no
later than September 30,
1980, a report to Congress
containing recommendations
concerning the extension
of this program.

H.R. 13367 as Approved by
the House of Representatives

(June 10. 1976)_

A new subsection (d) is added to Section
123 of the Act which requires the Secretary
of the Treasury to include with the annual
report to Congress required under Sec. 105
(a)(2), a report on the implementation and
administration of this Act during the pro-
coding fiscal year. Such report shall in-,
clude, but it shall not be limited to, a
comprehensive and detailed analysis of the
following: (1) measures taken to comply
with the Nondiscrimination Provision (Sec.
122), including a description of the nature
and extent of any noncompliance and the
status of all pending complaints; (2) the
extent to which citizens in recipient juris-
dictions have participated in decisions
made determining expenditure of allocations
received under this act; (3) the extent to
which recipient governments have complied
with Section 123, including a description
of the nature and the extent of any non-
compliance of measures taken to ensure
the independence of audits conducted pur-
suant to subsection (c) of this Section;
(4) the manner in which funds distributed
under this Act have been used, including
the net fiscal impact, if any, in recip-
ient jurisdictions; and (5) significant
problems which have arisen in the adminis-
tration of the Art and proposals to remedy
such problems through appropriate legis-
lation.
Section 105(a)(2) is amended to change

the date when the Secretary of the Treasury's
annual report must be transmitted to Con-
gress-from March 1 to January 15 of eachl
year.

, , 4
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basic provisions
aeportxn6 require-
ams (conutinn&) :

Planned and
proposed use
reports provided
to Govrnor

Proposed use
report provided
to areavide
organization

Present Law

No provision.

No provision.

Ford Administration Bill
(S. 1625/ ,.R. 6558)

No provision.

No provision.

H.R. 13367 as Approved by
the House of Rapresentatfu

(June 10. 1976)

Copies of the proposed use
and actual use reports must
be furnished by the Secretary
of the Treasury to the Governor
of the State in which the unit
of government is located. Such
reports are to be in such
manner and form as the Secre-
tary may prescribe by regu-
lation.

At the same time the proposed
use report is published and
pubLicized. each unit of local
government which is within a
metropolitan area is required
to submit a copy of its pro-
posed use report to the ares-
wide organization In the
metropolitan area which is
formally charged with carrying
out provisions of Sec. 204
of the Demonstration Cities
and Metropolitan Development
Act of 1966; Sec. 401 of the
Intergovernmental Cooperation
Act of 1968; or Sec. 302 of
the ousing and Comuity
Development Act of 1974.

A
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Basic Provisions

Public hearings

Present Law
(P.LT. 92-512)

No specific provision.

Ford Administration Bill
(S. 1625/ H.R. 6558)

A new provision Is added
which requires recipient
governments to give their
residents opportunity to
present comments and sug-
gestions at a public hear-
ing, or in some other
manner as the Secretary of
the Treasury may prescribe
by regulation, on how their
entitlements should be
spent.

I

W, * OF

H.R. 13367 as Approved by
the House of Representatives

_(June_ 10 1976)_

Pre-report hearing Sec. 121
of the 1972 Act is amended to
require that State and local
government recipients hold at
least one public hearing at
least 7 days prior to submis-
sion of a government's pro-
posed use report to the Sec-
retary of the Treasury in
order that their citizens
might be given opportunity to
provide written or oral re-
commendations on possible
uses which may be made of
anticipated allotments. This
requirement may be waived by
governments which receive
relatively small amounts un-
der this legislation.
Pre-budget earin&--These

governments are also required
to hold at least one public
hearing at least 7 days prior
to adoption of their budget
during which their citizens
may also comment on the pro-
posed use of entitlements in
relation io the government's
entire budget. Hearing is
to be held at a place and at
a time which would encourage
public attendance end parti-
cipatton.

!
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Basic Provisions

Public hearings
(contInued)

Present Law
(P.L. 92-512) Ford Administration Bill

(S. 1625/ H.R. 6558)

R.R. 13367 as Approved by
the House of Representative&

(June 10. 1976)

This requirement may be waived
by recipient governments if
budget processes under State
and local lam give assurance
that opportunity Is given for
public attendance and parti-
cipation, Including the hold-
ing of public hearings on the
proposed use of funds made
available under this leisla-
tion in relation to their
entire budget.

An amendment vas approved
vhich requires State nd
local governments to give
senior citizen organizations
opportunity to participate
in any hearings hald for the
purpose of determining uses
to be made of allocations
under this Act.

0
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Basic Provisions

Publication and
publicity require-
mnte

1* J

Present Lw
_(P.L. 92-512)

Each State and lqcal govern-
ment recipient is required
to publish copies of their
planned and actual use re-
ports submitted for each n-
titlement period in a news-
paper which has general
circulation within the
geographic area of these
governments. Furthermore,
they must advise the news
media of the publication
of such reports in the
newspapers.

Ford Administration Bill
(S. 1625/ H.R. 6558)

A provision is added which
requires the Secretary of
the Treasury to prescribe
regulations governing how
State and local governments
shell publicize use of funds
received under this Act where
newspaper publication costs
are excessive or where other
means are more appropriate.

H.R. 13367 as Approved by
the House of Representatives

(June 10, 1976)

A new subsection (d) is added
to Sec. 121 of the Act which
provides the following:
(1) With respect to entitlement
periods which begin on or after
January 1, 1977, the following
actions must be taken:
(A) 30 days before the pre-
budget hearings:
(i) recipient governments must
publish in at least one news-
paper of general circulation,
the proposed use report along
with a narrative summary of
their proposed budget and
notification of the time and
place where the pro-budget
hearing will be held.
(ii) Recipient governments
must also make available for
inspection and reproduction
by the public, copies of the
proposed use report, the sua-
mary of the proposed budget,
and a copy of their official
budget document at principal
State and local offices and at
public libraries.
It is required that the of-

ficial budget of State and
local recipients must specify:
a) each item which will be
funded in whole or in part
with funds made available un-
der this Act, b) the total

41
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Basic Provisions

Publication and
publicity require-
wants
(conti ued)

Present Law
Qk.L. 92-512)

Ford Administration Bill
(S. 1625/ H.R. 6558)

H.R. 13367 as Approved by
the House of Representative

(June 10, 1976)

amount budgeted for each item,
and c) the percentage which
funds provided under this Act
constitute of total expMdi-
tures for each item.

Provision is made that the
30-day requirement specified
in paragraph (1)(A) may be
shortened to the minimum ex-
tent possible to comply vith
State and local law if the
Secretary of the Treasury is
satisfied that citizens of
such governuents will receive
adequate notification of the
proposed use of funds received
under this Act.

I) Within 30 days after
adoption of their budget:
(i) State and local recipient
governments are required to
publish conspicuously in at
least one newspaper of general
circulation, a narrative suw-
mary of their official budget,
including an explanation of
changes made in the proposed
budget and the relationship
of the use of funds under
this Act to relevant function-
al items in their budget.
(ii) They are also required
to sake this sumary available
for inspection and reproduc-
tion by the public at principal

01
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Basic Provisions

Publication and
publicity require-
mets
(continued)

Present Law
(F.L. 92-512)

pondiscrimnation State and local govern-provIsion sent recipients are pro-
hibited from discrium-
nating agaat Individuals
on the basis of race.
color, national origin or
sex in their use of funds
received under this Act.

This provision applies
only to those program
which are financed by
recipient governments in
whole or in part with
funds s e available
under this Act.

Ford Ad m n2istrtijn Bill
(S. 625/ H.R. 6558)

A provision is added which
expressly authorizes the
Secretary of the Treasury
to take any of the following
actions when it is determined
that a State or local govern-
ment has failed to comply
with this nondiscrimination
provision: (1) to withhold
all or a portion of payments
due a State or local govern-
ment under this Act, (2) to
terminate eligibility of such
governments to one or more
of such payments. and (3) to

.. 13367 as Approved by
the Bouse of Representatives

(June 10. 1976)
State and local offices and
at public libraries.

(2) The requirents of Sub-
section (d)(1) for publica-
tion of the proposed ue re-
ports and the narrative sum-
series may be vaived in whole
or in part, in accordamc# .
with regulations Issued by
the Secretary of the Treasury
in those instances when the
publication costs would be
burdensome In relation to the
amount of funds a State or
local unit of governmt
would receive, or when such
publication is otherwise Im-practical or infeasib~le.

xtenive changes are made in -
Section 122-the Nondiscrimin,-
tion Provision. They are
sumarized as follows:

The present prohibition on
the use of funds received un-
der this Act is extended to
include religion, age and the
handicapped mantell and physical).

This provision is broadened
to apply to all progress or
activities carried on by a
State or local unit of gov-
emnUent which receives funds
under this legislation. An

I



Basic Provisions

Nondiscrimination
provision
(continued)

Ford Administration Bill
(S. 1625/ H.R. 6558)

require repayment of allot-
ments which were spent by
such governments for pro-
gran or activities which
are found to be in violation
of Section 122 (a) of the
Act.

Present Law
(P.L. 92-512)

Enforcement of this pro-
vision is at the discretion
of the Secretary of the
Treasury and the Attorney
General and is as follows:

When the Secretary of the
Treasury determines that a
State or local unit of gov-
ernment has failed to com-
ply with Sec. 122 (a) of
the Act, or an applicable
regulation, he is required

to notify the govern-
or of the State in which
the government charged with
discriminatory practices is
located and request him to
secure compliance. If with-
in a reasonable period of
time, the Governor fails or
refuses to secure compliance,
the Secretary of the Treas-
ury shall take
the following actions: (1)
refer the case to the
Attorney General and re-
comend that an appropriate
civil action be instituted,
(2) exercise the powers and
functions provided by
Title VI of the Civil Rights
Act of 1964, or (3) take
such other action as may be
provided by law.

4 .4
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H.R. 13367 as Approved by
the House of Representatives

(June 10, 1976)

exception is that this pro-
vision shall not be ap-
plicable in those Instances
where State or local recip-

ients can prove by "clear
and convincing vidence"
that none of the funds re-
ceived under this Act has
been used to support program
which are alleged to practice
discrimination.

Enforcement powers of the
Treasury Department are set
forth below with a specific
timetable providing for the
cutoff of funds to those
governments which violate
Section 122(a) of this Act.

Authority of the Secretary
of the Treasury:

Upon receipt of notice of
a finding, after notice and
opportunity has ben afforded
for a hearing: 1) by a Fed-
eral (other than a proceed-
ing brought by the Attorney
General) or a State court or
by a Federal or State admin-
istrative agency, or 2) upon
a determination after investi-
gation by the Secretary of
the Treasury that discrimi-
nation has been practiced by
a State or local government

i
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Asic Provisions

Nondiscrimination
provision
(continued)

.9 #

Ford Administration Bill
(S. 16251 H.R. 6558)

Present Law
tP.L. 92-512)

In instances when cases
have been referred by the
Secretary of the Treasury
to the Attorney General,
or whenever he has reason
to believe that a State
or local government is
failing to comply with
this nondiscrimination
provision, the Attorney
General may bring a civil
action against such gov-
ernments in any appropriate
District court for relief,
including injunctive re-
lief.

H.R. 13367 as Approved by
the House of Representatives
.. (June 10. 1976)

recipient, the Secretary of
the Treasury shall (within
10.days of such finding) notify
the Governor of the State or
the chief executive officer of
the local government which
has been charged s ith discrim-
inatory practices and request
such officers to secure com-
pliance.
If voluntary compliance is

not achieved within 90 days
from the time when notifica-
tion has been made to the
Secretary of the Treasury
(and after opportunity has
been afforded for an expedited
preliminary hearing to be held
during this 90-day period, at
which it is determined whether
it is likely that the State
government or unit of local
government would at a full
hearing prevail on the merits
on the issue of the alleged
noncompliance, the Secretary
of the Treasury shall suspend
payment of these funds.

Such suspension shall be
effective for a-maximum period
of 120 days, or if there is
a more formal compliance
hearing held during this 120-
day period, not more than 30
days after the conclusion of
this hearing, unless the Sec-

a
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Basic Provisions

Nondiscrimination
provision
(continued)

Present Lay
(P.L. 92-512)

Ford Administration Bill
(S. 1625/ H.R. 6558)

H.R. 13367 as Approved by
the House of Representatives

(June 10. 1976

retary of the Treasury has found
that the recipient has not com-
plied with this provision.

Provision is made for resume.
tion of payments when: 1) the

State or local government in
question enters into a com-
pliance agreement signed by the
Governor. by the Chief Executive
Officer and by the Secretary of
the Treasury, 2) when such gov-
ernments comply with the final
order or judgment of a Federal
or State court, or if they are
found to be in compliance with
Sec. 122(a) of the Act by such
court, or 3) after a hearing,
the Secretary of the Treasury
finds that noncompliance has
not been demonstrated.

Authority of the Attorney
General:

Payments shall also be sus-
pended by the Secretary of
the Treasury in those instances
when the Attorney General files
a civil action in a U.S. dis-
trict court alleging discrim-
inatory practices, and it is
found that such alleged con-
duct violates provisions of
Sec. 122(a) of the Act. Funds
are to be suspended from the
governments charged with such
practices within 45 days after

A
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Basic Provisions

Nondiscrimination
provision
(continued)

Complaints and
copliance
reviews

Present Law

it-.. 92-512)

No provision.

Ford Administration Bill
(S. 1625/ H.R. 6558)

No provision.

H.R. 13367 as Approved by
the House of Representatives

(June 10, 1976)

such actions have been filed.
Payments are not to be re-
sumed until so ordered by the
court.

The Secretary of the Treas-
ury shell enter
into agreements with State
agencies and with other Fed-
eral agencies authorizing
them to investigate charges
of noncompliance.

A new Section 124 is added
which requires the Secre-
tary of the Treasury to issue
regulations by March 31, 1977
which will establish reasonable
and specific time limits for:
1) the Processing of complaints
by the Secretary of the Treas-
ury, or appropriate cooperating
agencies, of charges made of
State and local government
violations of provisions of
this Act, and 2) for the Sec-
retary of the Treasury to con-
duct audits and review State
and local government com-
pliance with provisions of
this Act.

!
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H.R. 13367 as Approved by
Present Law Ford Administration Bill the House of Representatives

Basic Provisions (P.L. 92-512) (S. 1625/ H. R. 6558 (JTune 10. 1976)

Private civil No provision. No provision. A new Soction 125 is added
actions which contains the following

provisions:
a) Individuals aggrieved by

actions or practices of a
State or local unit of govern-
ment or of employees or
officers acting in behalf of
such governments are per-mitted to institute a civil

action in a U.S. district
court or in a State court of
general jurisdiction after
administrative remedies have
been exhausted.

A new Section added to the
bill establishes a maximum
period of 60 days for the
exhaustion of administrative
remedies before such civil
actions may be instituted.

b) Provision is made for
the court to grant relief to
the plaintiff by mans of a
temporary restraining order,
preliminary or permanent in-
junction or other order, in-
cluding the suspension, ter-
mination or repayment of funds.

c) With respect to actions
instituted to enforce com-
pliance with Sec. 122(a). the
Attorney General, or a spe-
cially designated assistant
for or in the nae of the

0



Basic Provisions

PriAtte civil
actions

- (continued)

cr,

Davis-Bacon Act
provision

Auditing
requirements

Present Law
(P.L. 92-512)

Laborers and mechanics
employed by contractors or
subcontractors on construc-
tion projects of which 25
percent or more of the
total cost of the project
is financed out of revenue
sharing funds must be paid
at wages not less than
those prevailing on similar
construction projects in the
locality as determined by
the Secretary of Labor in
accordance with provisions
of the Davis-Bacon Act.

Governments receiving funds
under this Act are required
to use fiscal, accounting and
auditing procedures which
conform to guidelines estab-
lished by the Secretary of
the Treasury after consulta-
tior with the Comptroller
General.

The Secretary of the Treas-
ury shall provide

Ford Administration Bill
(S. 1625/ H.R. 6558)

No change from the existing
law.

No change from the existing
law.

'4

R.R. 13367 as Approved by
the House of Representagive

(June 10, 1976)

United State., may
intervene if he certifies

that the action is of general
public importance. In such
action the U.S. is entitled
to the same relief as if it
had instituted the action.

No change from the existing
la.

An additional provision is
inserted in the bill which
requires recipient governments
to conduct independent finan-
cial audits in accordance
with generally accepted
auditing standards.

The Secretary of the Tress-
ury shall to accept
an audit by a State or local
unit of government of funds

-r
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Present LawP.L. 92:51_21

for such accounting and
auditing procedures, evalu-
ations and reviews as may
be necessary to insure that
expenditures made by recip-
ient governments of their

allotments comply with the
requirements set forth in
this Act.

The Secretary of the
Treasury is authorized to
accept audits made by
State governments of both
State and local government
expenditures of funds re-
ceived under this Act if
he determines they are
sufficiently reliable to
enable him to carry out
his duties under this
legislation. However, he
may also rely on private
audits.

Ford Administration Bill
(S. 1625/ H.R. 6558)Basic Provisions

Auditing
requirements
(continued)

H.R. 13367 as Approved by
the House of Representatives

(June 10. l1
9

76.

they receive if he determines
that their audit was con-
ducted in compliance with
this legislation and that
their procedures are reliable.
Another provision is added

which requires the Secretary
of the Treasury to issue regu-
lations which will require
each State and local govern-
ment receiving funds under
this Act to conduct an inde-
pendent audit of their finan-
cial accounts during each
fiscal year in accordance
with generally accepted ac-
counting standards. These
regulations may also permit
less formal reviews or less
frequent audits for those
governmental units where the
cost may be unreasonably bur-
densome in comparison to the
amount of funds they receive.
Furthermore. these regulations
are to require that financial
statements and audit reports
or informal reviews are to be
made available to the public
for inspection and reproduction
as public documents.

Co
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Basic Provisions

Lobbying
'rohibition

Present Law
oLpro92h-_2

No prohibition.

Ford Administration Bill
(S. 1625/ H.R. 6558)

No prohibition.

H.R. 13367 as Approved by
the House of Representatives

i (June 10, 1976)

Section 123 of the Act is
amended by adding at the end
a new subsection which pro-
hibits any State or local
government recipient from
using, directly or indirectly,
any part of its allocation
of funds received tnder Sub-
title A of this Act for
lobbying or other activities
which are for the purpose
of influencing legislation
relating to provisions of
this Act.

0
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Senator HATHAWAY. Would the countercyclical portion of the public
works bill help at all with respect to your problem?Representative FASCELL. Of course it does, but it is not the full an-
swer to revenue sharing based on a different need criteria.

Senator HATHAWAY. It is possibly abated already.
Senator Nelson?
Senator NELSON. I did not hear Congressman Fascell's statement.

Knowing Congressman Fascell, I know it was very good.
Representative FASCELL. Senator, thank you.
Senator HATHAWAY. Thank you very much.
Representative FASCELL. Thank you, Mr. Chairman.
[The prepared statement of Mr. Fascell follows:]

TESTIMONY OF Hox. DANTE B. FASCLL

Mr. Chairman, I appreciate this opportunity to discuss my views on H.R.
18867, the State and Local Government Fiscal Assistance Act.

- Your Committee is to be commended for scheduling this hearing on this Im-
portant legislation. I understand that the Committee hopes to meet tomorrow
to approve a bill, which may be taken up on the Senate floor on September 10 or
thereabouts. I hope that such a prompt timetable can be met, so that the 39.000
governmental units affected by this legislation may make their funding decisions
as soon as possible.

As one who is in agreement with the basic purposes of what is known as the
general revenue sharing program, I believe that legislation should be adopted
to extend it for a reasonable period of time. It is important, however, that Con-
gress act wisely to redress a number of serious deficiencies which have been
noted in the program during the first five years of its existence.

The program's flaws can be placed in the general categories of: accountability,
citizen participation, civil rights, formula equity, and State and local government
modernization. I urge that any extension legislation recommended by the Com-
mittee include provisions to clean up flaws in at least these major areas.

If Congress does not act to correct recognized shortcomings in a program as
significant as General Revenue Sharing, we will not be meeting our responsibility
as responsible custodians of tax funds.

I recognize that the essential difference between revenue sharing and other
Federal programs is that funds are provided with "no strings attached." I sup-
port this, and agree that as few requirements as possible should be imposed
on the uses to which revenue sharing funds are put by State and local recipients.

At the same time, however, we have a direct obligation to assure the taxpayers
from whom these revenues were extracted-that the manner in which funds
are spent meets minimum standards of accountability and acceptability. We
may not tell local jurisdictions what programs Federal monies may be spent
on, but at the very least we want them to use it in a way that allows local
citizens to participate in the budgeting process, and that will not discriminate
against particular minorities.

The bill passed by the House actually eliminates the current priority uses
on which revenue sharing funds may be spent, and eliminates the ban on using
revenue sharing funds as matching funds in other Federal programs. These
changes provide-even more leeway to local governments in spending money.

We did, however, include provisions tightening up on civil rights requirements.
We increased the amount of citizen participation that must be provided in the
budget process. And we tried to provide better mechanisms for holding local
Jurisdictions accountable to Congress for the manner in which they spend
revenue sharing funds.

So on the one hand, we are reducing strings, while on the other, we are
seeking more assurance as to the methods recipient jurisdictions use in spend-
ing revenue sharing funds. -

I do not claim that the provisions adopted by the House are necessarily the
best that can be devised in curing the program's defects. We tried, however, to
cope with problems which have been carefully studied and documented by a
number of public interest organizations which have taken a close look at this
program. -
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Various studies, Including some by the General Accounting Office, have found
instances of discrimination In the use of revenue sharing funds, and other short-
comings. There has been little citizen participation, and less enforcement of
civil rights. Congress has not been informed on how these funds are spent. The
distribution formula has been found to be inequitable in reflecting tile congres-
sional Intent of weighing more funds for areas that are most In need.

Because of the concerns expressed by the numerous organizations which have
examined the revenue sharing program, I Introduced H.R. 10319, a reform bill
designed to correct such abuses. My bill contained changes in the areas I have
mentioned. Although the bill passed by the House did not go as far In meeting
the deficiencies as sought by my bill, at least changes in the existing law were
were approved in most areas of weakness.

Probably the only major problems where no changes at all were made were
in the formula and State and local governmental modernization. The House
Committee on Government Operations approved my amendment to revise the
formula, and another amendment to provide at least a start toward moderniza-
tion, but these changes were rejected by the whole House.

I continue to feel that a strong case can be made for revising the distribution
formula. My bill would have substituted the percentage of people below the
poverty level within any jurisdiction as the measure of "need," rather than per-
capita Income which is used presently. This Is because the Income factor can
conceal Intense pockets of poverty, particularly within urban areas where per-
capita Income data Is high but so is the cost of living. Often there is great
actual "need" in such areas for governmental assistance programs of the type
that can be funded with revenue sharing monies. Under the formula revision,
more funds would go to central cities and poor rural areas.

We learned during the House consideration of this bill that the data Is avail-
able to adequately implement the formula revision. Printouts showed that the
distribution results were good.

I know that representatives of the State and local governments will be asking
for a number of changes. such as to tie use reports to the recipient government's
fiscal year rather than the Federal fiscal year which begins on October 1 each
year. It should be obvious that in all such details the legislation should be made
as practical and as workable as possible.

It is equally clear that the House provisions on civil rights should be retained
as a minimum. While the House rejected the Committee's recommendation that
all administrative recourses need not be pursued before institution of a civil suit
for rights violation, it did limit to 60 days the period of delay caused thereby.
I strongly urge that this safeguard not be removed. To require that an aggrieved
person exhaust all administrative remedies in existing law would gut the civil
rights laws and render enforcement Impossible under the revenue sharing
program.

Your approval of as sound a revenue sharing bill as possible would be an im-
portant contribution toward maintaining the viability of our Federal-State gov-
ernmental structure.

Again, thank you for this opportunty to state my views.
Senator HATIHAWAY. The next witness is George H. Dixon, Deputy

Secretary, Department of the Treasury, accompanied by Richard R.
Albrecht, General Counsel.

Mr. Dixon ?
Mr. Secretary, it is a pleasure to have you with us.

STATEMENT OF HON. GEORGE H. DIXON, DEPUTY SECRETARY, DE-
PARTMENT OF THE TREASURY, ACCOMPANIED BY RICHARD R.
ALBRECHT, GENERAL COUNSEL

Mr. DixoN. Thank you, Mr. Chairman.
I am pleased to be here today to testify in support of S. 1625,

President Ford's proposal to renew the general revenue sharing pro-
gram. The administration, believes that revenue sharing has worked
exceptionally well in responding to the needs which it was designed
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to meet. We strongly urge that the program be continued in its present
general outlines, as proposed by the President in his message to the
Congress in April of 1975.

Since general revenue sharing was enacted in 1972, it has made
available over $26 billion to States and communities throughout the
Nation. These funds have done much to strengthen the viability of
our Federal system of government, a system that is predicated upon
the shared exercise of powers and responsibilities. Revenue sharing
has contributed to a revitalized federalism by shifting some resources
to those governments closest to the people, where there is often a
clearer perception of the needs of citizens. Simply put, some tasks are
better performed by State and local governments, instead of being
directed from Washington.

Revenue sharing has placed funds where need exists. It has given
a greater measure of assistance to our hard-pressed center cities than
it has to their more prosperous suburbs. It has aided low income States
relatively more than those with higher income populations.

The program has been free of the costly, and sometimes counter-
productive, bureaucratic redtape associated with Federal aid pro-

, grams. Small and rural communities, which often benefit little from
other Federal assistance, can participate in revenue sharing without
engaging in expensive and highly competitive "grantsmanship."

Mr. Chairman, we believe that upon evaluation the committee will
find that S. 1625, the administration's renewal proposal, is balanced
and well reasoned. It leaves unaltered what has worked and offers im-
provements in the areas of public participation, reporting and public-
ity, civil rights, and allocation of funds where experience has shown
that change will enhance the program.

S. 1625 would extend the funding of general revenue sharing for 58a
years-a time frame which assures sufficient certainty to State and
local recipients while permitting further congressional and Presiden-
tial review of the program's performance.

The administration bill does propose one important modification in
the formula-lifting the 145 percent maximum per capita constraint
on local entitlements to 175 percent in five increments of 6 percentage
points each. This amendment would direct more money into some
needy large cities, and, coupled with the proposed $150 million an-
nual funding increments, would not cause a net dollar loss in funding
to more than a handful of jurisdictions now benefiting from the
constraints.

In the civil rights area, our renewal proposal would provide the
Office of Revenue Sharing with a more flexible array of sanctions to
be used where needed to achieve compliance. This change is necessary
to assure that flexibility exists to withhold all or part of a govern-
ment's entitlement. It can be argued that the existing statutory frame-
work does not permit partial withholding.

Along with the nondiscrimination requirement, reporting and pub-licity standards are other major Federal restrictions attached to use
of general revenue sharing entitlements. We believe it is important
to improve their effectiveness. S. 1625 would give more discretion to
the Secretary of the Treasury to prescribe reporting and publicity
requirements that are varied by type of recipient government. This
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will improve the availability and quality of information while not
imposing unneeded burdens on our States and communities.

Tie ad ministration is proposing one additional closely related re-
quirement: that recipient units assure the Secretary of the Treasury
that a public hearing or some appropriate alternative means is pro-
vided by which citizens may participate in decisions concerning the
use of revenue sharing funds. This provision will help the revenue
sharing program better accomplish its goal of bringing Government
closer to the people.

We think that the changes we are urging in these areas will serve
their purpose without putting an unnecessary burden on States and
communities of diverse size and with varied political processes. Strict
and pervasive requirements are contrary to the goals of the general
revenue sharing program, and would reduce its effectiveness.

As this committee is fully aware, the House of Representatives has
passed H.R. 13367, which would extend the General Revenue Sharing
program for 33/4 years. The administration's reaction to the House
action-was summarized by President Ford on June 10. He expressed
his pleasure that the House had voted to extend the program in a
manner which preserved the basic concepts of revenue sharing. The
President urgedc, however, that the Senate examine the House bill in
light of the recommendations contained in S. 1625.

The basic differences between the administration's renewal measure
and the legislation passed by the House can be summarized as follows:

(1) The administration has recommended extension for 5/ years,
while the House bill would only continue the program for 334 years.

(2) S. 1625, the administration bill, would raise the maximum per
capita constraint gradually to 175 percent. The House bill would con-
tinue the constraint at 145 percent.

(3) The administration measure would continue to provide for a
$150 million annual increase in funding while the House bill would
freeze funding at $6.65 billion annually.

(4) The House bill would set new standards of elgibility for juris-
dictions to participate in the program while the administration would
continue the present standards.

(5) H.R. 13367 would greatly expand Federal requirements
governing the manner in which Statvs and liicalities publicize and re-
port receipt and use of revenue sharing funds. The administration
proposal, while requiring public hearings, takes a much more flexible
approach in these areas.

(6) The House passed bill mandates new statutory standards in the
civil rights areas. The nondiscrimination sanctions of the current law
are to e applied to all activities of a government unless it. can be
shown by "clear and convincine evidence," that shared funds are not
involved "directly or indirectly" in a discriminatory activity. In addi-
tion, certain administrative actions have to take place within specific
statutory time limits. The administration bill, while strengthening the
Secretary's enforcement powers, would not further expand the exist-
ing broad prohibition against discrimination in activities funded
through revenue sharing and (loes not set a statutory timetable.

If I may depart from the prepared testimony. Mr. Chairman, to
make a parenthetical comment, with respect to the application of the

7$-$i1 0- 7$ - 4
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nondiscrimination provisions, the Office of Revenue Sharing, as you
know, has been asked to asume the responsibility for the distribution
of the funds under title II of the Public Works Employment Act. It
seems to us appropriate that the nondiscrimination provision pro-
cedures in title II might be used as a guide for setting the revenue
sharing nondiscrimination provisions.

Senator HATHAWAY. With respect to the nondiscrimination and
the sunshine provisions, would it apply to all the money these govern-

€ ments are receiving, or just the revenue sharing moneyI
It seems to me, if it is the latter, it is a farce, because the money is

fungible. You cannot tell Federal money from local money once it
is in the pot.

Unless the civil rights provisions apply to all of the money that
is being received, or being used by the recipients of Federal revenue
sharing money, then we have not accomplished anything, because
by bookkeeping maneuvering, they can shield from civil rights en-
forcement whatever moneys they want to spend.

By the same token, with regard to the hearing processes, they can
keep from public scrutiny the way they are spending the money.

As a practical matter, many jurisdictions across the country do
have some kind of hearing requirements before they spend the local
money now, but to the extent that some jurisdictions do not have them,
I think that we would be well-advised to see that they do, as a condi-
tion of receiving the Federal money.

Does the administration agree with that ?
I do not think it does, because I have talked to them.
Mr. ALBREcJrT. As we discussed yesterday, we do not believe there

has been a lot of bookkeeping trickery to hide the way in which
revenue sharing money has been spent. We also believe iA is possible
to identify how revenue sharing funds were spent and to trace the
source of different expenditures.

Senator HATHAWAY. I am not saying the way the revenue sharing
money was spent. If the only money subject to scrutiny, or the only
budget categories, were those in which revenue sharing money was
involved, then for categories where the local officials did not want to
have public scrutiny, they could just say there is no revenue sharing
money involved.

You cannot tell revenue sharing dollars from any other dollars. It
is a matter of bookkeeping entries, to determine where the public does
haie its rights, and where it does not have its rights.

Mr. ALn~zcir. As I indicated to you yesterday, we believe the
provisions to which vou refer as the sunshine provisions should apply
to the decision by the local government on the spending of revenue
sharing funds.

We do feel that it is appropriate at that time for the public-so it
can make decisi6ns.-to have available to it information on all spend-
ing. including local revenue.

Senator HATAWAY. The same way with civil rights?
Mr. ALnECirr. With respect to civil rights, the current provision

talks only in terms of activities, funded in whole or part, with revenue
sharing funds. We do not see this as a source of a lot of abuse.

Obviously, the question becomes this-does the Congre.s want to
use the revenue sharing program as the principal means of enforcing
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the Nation's civil rights laws against local government-and we think
that revenue sharing is not the appropriate device to carry out that
purpose.

For that reason, we would limit the nondiscrimination provisions
of the revenue sharing program to the use of revenue sharing funds.

Senator HATHAWAY. You could say that it is to insure the fact
that the Federal revenue sharing money is not to be used in a discrimi-
natory way, because we really do not know where the Federal revenue
sharing dollars go.

We can just assume they are evenly distributed in all categories of
the local budget, even though the local bud steers may say, since we
put all the revenue sharing money into education, we can do what
we want as far as civil rights is concerned in every other category.

Mr. ALBRECHT. We are not prepared to assume that.
Senator HATHAWAY. Just because the local people say, here is where

we put it, we are going to be bound by that. I think that is unneces-
sarily tying our hands.

Mr. ALBRECHT. I do not think we would take the position that we
are bound by it. If they would tell us they are using it in one place
and they are actually using it in another place, we would contend-

Senator HATHAWAY. You cannot tell ; that is the problem. They put
the money in the bank. You cannot tell which is our money, and which
is theirs.

Mr. ALBRECHT. We believe most governments keep adequate records.
They do maintain a separate trust fund from which they take their
revenue sharing funds. o

Senator HATHAWAY. It is still fungible.
Senator Packwood.
Senator PAcKwOOD. If I may ask some questions on behalf of Sen-

ator Fannin, first, would you please comment on the effect that the
new reporting requirements will have on increasing the adminis-
trative paperwork and the use of services and facilities of the Office
of Revenue Sharinal

Mr. ATLBREc-r. If the Senator's question is related to the House-
passed bill, I think it would have a dramatic impact.

There are a lot of additional reporting reouirements. There is a lot
of additional elig;bility data. for example. in the House-passed bill
that. seeks to eliminate" small. nonactive governments by saying that
they would not be entitled to funds unless they performed at least
two of a certain list of activities.

That sort of information is not readily available. It would have
to be gathered by the Federal Government. It would have to be
screened and reviewed.

To do so would involve a substantial, additional administrative
expense.

Likewise, in the way in which the public participation sectionn is
stnctured, we believe that it too would impose a substantial additional
burden.

Senator PACKWooD). If we were to enact the House bill as it is. what
the effect would be on the necessity to increase that for the Office of
Revenue Sharing. I am talking about the auditing requirements, pub-
licity requirements, everything else that the Office is going to have to
supervise, if the House bill in the form we now have it passes.
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Mr. ALBRECIT. I could give you estimates, but they would be purely
guesses, Senator. I think it would be fair to say that we would see a
doubling of the staff in a very short time, just having to cope with the
initial aspects of it.

I think that would materially change the nature of the program
from one with low administrative costs and very little redtape and
transmittal of forms back and forth from the Federal Government to
local government, to one that is more akin to the usual grant programs.

Mr. DixoN. Senator, if you would like to have an attempt at a more
accurate estimate, we would be glad to provide it.

Senator PACKWOOD. I think Senator Fannin would, but if youcould__
get it this afternoon, we would appreciate it, because we are starting
markup tomorrow morning.

[The following material was subsequently supplied for the record:]

THE GENERAL COUNSEL OF THE TREASURY,
Washington, D.C., September 1,1976.

Hon. RUSSELL B. LONG,
Chairman, Committee on Finance, U.S. Senate,
Washington, D.C.

DEAR Ms. CHAIRMAN: During the Committee on Finance's hearing on renewal
of General Revenue Sharing held on August 215, Senator Packwood inquired
about the number of additional positions which would be required by the Treas-
ury Department to administer H.R. 13307, the House-passed bill to extend
revenue sharing.

I'would like to reaffirm and elaborate on my response at the time to Senator
Packwood. The Treasury Department estimates that to administer H.R. 13367 ap
approved by the House, an increase of about 100 staff positions would be required
at the Office of Revenue Sharing. This is almost a doubling of the fiscal year
1976 level of 108 authorized positions; 129 positions have been authorized for
FY 1977.

It is easy to see that substantial increases would also have to be made to the
funds made available to the Office of Revenue Sharing and the Bureau of the
Census. This annual funding has ranged from about $5.4 million to about $11.4
million since FY 1973, depending on whether funds are transferred by Census
to the Internal Revenue Service for data collection in a particular fiscal yeir.

The Treasury Department anticipates that its administrative responsibilities
would be especially increased by the nondiscrimination. audit, and reporting and
public participation provisions of H.R. 13367. Both Treasury and Census Bu-
reau responsibilities would be expanded by the new recipient eligibility standards
contained in H.R. 13807.

I hope that this information is helpful to the Committee on Finance. Please
call upon me if I can be of further assistance.

Sincerely,
RICHARD R. ALBRECHT,

General Counsel.
Senator PACKWOOD. Lastly, from Senator Fannin, if the House pro-

visions in the area of nondiscrimination are enacted, how will that
affect Treasury with respect to review, analysis and policing of the
problems involved?

Mr. AL itFCHIT. Once again, the time limits that are imposed in the
House-vn-ssed bill and the rather complicated set of procedures to be
accomplished represent, in our mind, an unsuccessful effort to man-
date greater enforcement.

We recognize the conrires-sional desire to attain vigorous enforce-
ment of the antidiscrimination provisions. We think, however, that
those provi.ions would really require a multiplication of the staff with
very little actual substantive effect overall.
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We think that there are better ways to deal with that problem, and
that the mechanics set up in the House-passed bill would create tre-
mendous administrative burdens.

Senator PACKWOOD. Let me ask you this. In some respects, the ad-
ministration bill, even though it is further than I would like to go,
if we are really going to believe revenue sharin will work, that local
government has any judgment and discretion, that is wise, it seems to
me the few impediments put in their way, the better.

At a minimum, you are going to have to ask, Did they get the money;
did they spend it. In good moral conscience, you are going to have
to have some kind of civil rights string on this bill that is enforceable
quickly. I'am not quite sure how to do that. I hate to see us have hun-
dreds of compliance officers, yet, if we leave it to the courts, we are
going to be months and years in the courts.

The credible penalty is, for the recipient government to loL'e its
money. The quicker that penalty can be imposed, the more likely our
local governments will quit discriminating in the area of civil rights.

Mr. ALBRECHT. We ought to recognize that many of the local gov-
ernments have a very good record in the area of civil rights.

The problem with an automatic suspension of funds is that very
often what is needed to correct discrimination, or to correct the effects
of past discrimination, is the ability to hire more people, to balance
the payroll on behalf of the groups that have been discriminated
against. If you cut ff the money needed to do that, it is often counter-
productive. Certainly, that is one reason why there is a reluctance to
use that device.

I recognize, however, that withholding can be a very effective club.
Senator PACKWOOD. To cut off the money is the ultimate penalty, but

that has not to be 3 or 4 years down the road in the local govern-
ment's eye. It has to be a reasonable threat.

You colie to the court, you say here is a plan. In 3 months, we can
remedy it, in 6 months we can remedy it. If the court had the dis-
cretion to say, We can monitor your civil rights, keep the money
going 3, 6 months, but at the end of that time, you had better comply,
that would be satisfactory.

I hate to see us writing more and more restrictive provisions into
revenue sharing. It will not take us more than three, four more exten-
sions of this bill before we are back to a grant program.

I would like to do away with the restrictions in the present bill,
except with the exception of civil rights.

Mr. ALBRECHT. What you describe involves a tremendous amount
of discretion in administering the program. We think that is the
way to proceed, and that the House bill does take a lot of that away.

Senator PACKWOOD. I have no further questions.
Senator HATHAWAY. Senator Byrd?
Senator BYRD. Thank you, Mr. Chairman.
I assume you would p)rfer, each of you would prefer, that tile rev-

enue sharing legislation be reenacted with no additional strings, Fed-
eral strings, attached.

Mr. Dixon. We would prefer that it be enacted in accordance with
S. 1625.

Senator NELSON. I am sorry, I canot hear you.
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Mr. Dixow. Our preference is that it be enacted in accordance with
provisions of S. 1625. That does, in a number of areas, as my testi-
mony indicates, serve to strengthen some of the provisions of the
existing bill,

Senator BYRD. You recommend additional Federal strings over and
above what already exists, is that it ?

Mr. ALBRECHT. I think, Senator, if one can describe the require-
ment for public participation and public hearings as additional
strings, the answer to your question would be "Yes."

We have found that this was the one area where there seemed to be
general agreement. There was not adequate public information at the
local level about the way in which revenue sharing funds were being
spent. There was criticism that Federal money was being spent with-
out any participation by the local constituents who otherwise would
be paying tax money. That can be met by this kind of provision.

Senator BYRD. Thank you.
Senator HATHAWAY. Senator Nelson?
Senator NELSOn. Mr. Chairman, I would like to pursue the issue

that you raised respecting the fungibility of these general revenue
appropriations.

I am puzzled. On page 2, Mr. Secretary, the last paragraph, you
state that-

le administration is proposing one addition closely related requirement:
that recilplent units assure the Secretary of the Treasury that a public hearing
or some appropriate alternative means is provided by which citizens may par-
ticipate in decisions concerning the use of Revenue Sharing funds.

This provision will help the Revenue Sharing program better accomplish its
goals of bringing government closer to the people.

I go back to the issue raised by Senator Hathaway: Under the
current law, there are certain categories through which these expendi-
tures are authorized. Then, of course, the recipient municipality or
State government, if they are going to comply, would have to keep
some kind of senarate identification of how the funds were spent.

The House bill proposes that all the categories be wiped out, so the
State governments and the local governments may spend these funds
for whatever purposes those units of government are authorized to
spend their own revenues.

So the money now comes to the State or the municipality, as I think
that it should, in my judgment, with no strings of this kind attached
whatsoever. There are none in the House bill.

I agree with Senator Packwood on the civil rights question. Now
the funds come to the unit of government, and you are saying in your
testimony that the public should participate in decisions concerning
the use of revenue sharing funds.

Assume for a moment that the funds go into a general fund. Now
the municipality has a hearing on their budizet, as they should, what
in heavens name is the public going to testify on?

They can come and testify on the budget, I am trying to envision
how they can testify on the ways in which revenue sharing funds are
being spent in that case. Of course, they should be spent as authorized
by State law and municipalities for the purposes for which their laws
provide.
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You cannot say in a budget of $5 million, $10 million or $15 million,
that 7 percent o" that is revenue sharing, now, let us discuss how we
are gong to spend it, can you?

Mr. DixoN. Only if there is an attempt to maintain separate ac-
counting records of the receipt of the money and its flow to some other
use.

Senator NELSO.. The law does not require that, and the bill or the
administration proposal, does not require it either, does it?

Mr. ALBREciIT. I submit that it does.
The House-passed bill did not eliminate the requirement that rev-

enue sharing funds be used according to local law and did not limit
the requirement that the recipient government report on how it has
used the money.

There must still be some identification, albeit I recognize the point
you make that all money is the same color when it comes down to the
budget.

Senator NESO-N. When they finally get to drafting the budget, is
there a requirement-maybe I missed it-is there a requirement that
if they decide to add five members to the police department that they
have to say, now we are going to take .enough money out of revenue
sharing to hire one? IWe are now taking money out of the general
tax revenues, sales tax, income tax, property tax, to hire the other four;
and also we are going to expand the summer playground by 20 percent,
and 5 percent of that money we are going to take from revenue
sharing, and the other 15 percent we are going to take from property
tax.

Are you saying that they have to do that under this law?
Mr. ALBRECHT. I believe that is correct, sir.
Senator NELSON. You do?
Mr. ALBRECTIT. I believe that under the House-passed version they

would have to report to Treasury how they had spent the money.
If they use it to hire one policeman and they had 5 percent-
Senator NELSON. As I understand it, the House bill does not require

such identification. Are you saying that the bill does, in fact, imply
that wherever they spend each dollar, they have to make out a little
report and say, we took these revenue sharing funds and we put some
in the social services, some in the playgrounds, some into schools, some
into police. Is that what the bill says?

Mr. ALBRECIIT. That is what it says. That is basically what is re-
quired now, except that the categories that have been reported to
Treasury have been only the basic spending categories that are in the
existing revenue sharing law.

The House eliminated those categories. You can now spend it on
whatever you want to, based on the House-passed bill, but you still
must report to us what you spend it for.

Senator NELSON. If that is correct, should we not knock- that out
of the bill?

Mr. ALBRECHT. It has been my impression throughout the course
of the hearings involving the renewing of revenue sharing that there
is a great deal of interest in knowing how the recipient governments
have spent the money. Absent some reporting provisions such as this,
Senator, I think that when any future renewal came up, there would
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be a lot of concern about just what this money was going for, and an
inability on our part to provide even as good an answer as we have
been able to at this point.

Senator NELSON. Is it not a silly exercise? Suppose the municipality
has a budget of $10 million, and its government has identified all of
the areas in which it is going to spend it. In drawing up the budget
all you have to do is recognize that of the $10 million in income, $1
million is general revenue sharing.

Are you saying that the city council must say: Okay, gentlemen, I
move that we notify the Federal Government that 10 percent of the
cost of social services in general revenue sharing, 20 percent is this,
20 percent is that, and that coia)lies with the law.

Won't that add to the mountainous paperwork that the President
and everybody else has been complaining about so much. What I am
asking is, What is the sense to it?

If you want a categorical program, which I am opposed to, why
do we not just say, we are going to give you x dollars, and you have
to spend it in these areas, and tighten up the reporting and make them
spend it there. I am oppose(l to deciding here in Washington what the
social purpose of the local government is.

Just explain to me what you think is accomplished by that provi-
sion which advances the interests of the country, or the municipality,
or the StateI

Mr. ALBRECHT. The principal advantage gained is the ability to
answer questions of the Congress and others who want to know, What
did the Federal funds that were distributed go for?

Senator NELSON. I go back to the same point. Here is the budget.
You have 50 categories of expenditures. You do not start out and have
budget hearings and decide how shall we spend general revenue funds.

You start out and say, What are the needs of the community, and
you decide that the needs of the community are such and such, and you
name them, you identify them in the budget.

You have a public hearing. The public comes in, and says, we do not
think you ought to spend this much for a particular purpose. You
ought to spend more or less for various purposes.

When it is all done, the city council says, we are going to spend
certain amounts on these 25 or 30 categories.

Now, suppose all they do is sit down and take the revenue sharing
and apply exactly the same percentage to each item and send it to
Washington.

Is there anything in the law that prevents that I
Mr. ALBECHT. If that were the way it were done, your point is a

very persuasive one.
Mr. DixoN. Yes; it is.
Senator NELSON. If that is not the way it should be done, how -

should it be done, i' we are not going to tell them how to spend it?
How should it be done?

Mr. ALBRECUT. If I were to assume that the local budgeting process
of each of the 39,000 units of government, who receive revenue sharing
funds went through a budgeting process along the lines that you just
described, then I probably would support your idea that we simply
give them money and tell them to spend it anywhere they want to, as
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long as it is spent in conformance with the way they spend their local
fnnds.

Senator NELSON. They are going to spend it any way they want to
under the present proposal, if you accept what I say, about the design
of the budget. So I say, why go through the paperwork exercise of
having them assign a revenue sharing dollar figure to each budget
categoryI

Supposina they said, here comes $1 million from the Federal Gov-
ernment. We have looked over everything, and we are cutting the
spending of the municipality by $1 million.

Is that authorized in the law?
Mr. ALBRECHT. It is.
Senator NELSON,. Are they going to have to identify where the

revenue sharing was applied to make the cuts.
Mr. ALBRECHT. We would ask them to inform the Federal Govern-

ment that they had used the revenue sharing funds to reduce local
taxes.

Senator NLsoN,. Are you going to say, now you have to identify
where they made the cuts and what they substituted revenue sharing
for?

Mr. ALBRECIHT. No, sir. I do not believe that the House-passed ver-
sion would require that.

Senator NELso.N. Do you agree with me that all they have to do is
make out their budget however they desire to make it out, have a hear-
ing, and invite people to testify on what the budget should be, and
when they get all done and make all the categories and simply assign
x percent of the revenue sharing dollar; or are you asking them to go
through an additional process-how does it go? Report on the use of
funds requires a recipient jurisdiction to outline in their proposed use
reports how they expect to spend their allotments, which already we
can see does not mean anything, and also to provide comparative data
on how the funds were spent during the previous two entitlement
periods.

Under present law, as you know, the previous two entitlement
periods, starting now, required a categorical report.

Now, I am quoting again:
Both the proposed use reports and the actual use reports must compare the

use of GRS funds to relevant functional items in the local budget. Further, the
AUR is required to explain all differences between how a local government had
proposed to use its GRS funds and how It actually spent them during an entitle-
ment period.

What kind of gobbledygook is that? Tell me what it means, and
why, and give me an explanation on why we ought to do it.

This is outrageous. What we are doing, we are taking the great, big
Federal Government and saying, let's go out and shuffle a lot of papers,
folks. To me, that system has no purpose at all but to drive everyone
out of his mind.

Mr. ALBRECTIT. I have a great deal of sympathy with what the
Senator is saying. Theprovision that you just described represents the
effort of the House of Representatives to try to assure that the people,
who were supposed to have an idea of how revenue sharing was sup-
posed to be spent, had some way to put it in perspective. This is what
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was designed in the Committee on Government Operations of the
House of Representatives.

Senator NELSON. Do you agree that we should knock that all out of
there?

Mr. ALBRECHT. I would support knocking that kind of provision
out, Senator. I think that in your hypothetical, however, we really
have not gotten to some units of Government that have special ear-
marked local funds, or that do not necessarily adopt a budget all at
one time after a given public hearing, or that have limitations on the
use of local revenues for capital projects. There were, in a number-of
hearings, examples given of the use of revenue sharing to fund a
capital project thathad been turned down by the local voters in a
referendum. They decided that they did not want to spend their own
money for a particular capital project, and then later it was apparently
put underway with revenue sharing funds.

Senator NELsoN. Let me ask a question.
Would any of this reporting prevent an allocation like that ? All

the municipality would do, is classify the revenue sharing money as
part of the general fund, so now if they want to add, put some money
in some program that relieves a certain amount of local money to go
to another use, they can do that, can they not?

Mr. ALBREiCHT. None of this would prevent it. What it would do, if
I could use Senator Hathaway's word, is to put some sunshine on it.
It would make it visible, and the entire community would know that
it was being done.

Senator NELSON. Why would that be ? Because of public hearings?
Mr. ALBRECHT. Yes.
Senator NELSON. Nobody would quarrel about a public hearing. It

is all right to say that there must be a public hearing on the budget.
Fine. But do not try to identify where that dollar went. How can you
possibly do that?

Mr. ALBRECHT. Senator, you used the term "public hearing on the
budget", and I would use the term " a public hearing on the use of rev-
enue sharing funds", because the capital budget may be considered
entirely separately from the operations and maintenance budget. Yet
if revenue sharing funds were used for a capital project, as I just de-
scribed, I think that the public would be entitled to know that.

I suspect what we are talking about is differences which could be
resolved with drafting language.

Senator HATHAWAY. Do you say there should not be any public
hearings on capital?

Mr. ALBRECHT. I am saying there should be a public hearing on
the use of revenue sharing funds.

Senator HATHAWAY. Our point is, you cannot tell where revenue
sharing funds are being used, because it is a bookkeeping entry. They
decide after that how the revenue sharing funds are used.

Mr. ALBRECHT. I think there are some instances in local govern-
ment when the restrictions on the use of local funds might suggest
that the use of revenue sharing funds could be isolated.

Senator NELSON. Let me clarify something. When the general rev-
enue sharing funds come, are they not subject to the same disposal as
any other municipal funds ?

Mr. ALBRECHT. Yes.
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Senator NELSON. You mentioned the case, I think, a municipality
may have turned down some capital expenditure, then the city council
might go ahead and use general revenue sharing for that.

Mr. ALBRECHT. Yes.
Senator NELSON. Why not let them do it?
Mr. ALBRECIrr. I do not believe that the Federal Government should

prohibit them from doing it. I think only that we should have in the
revenue sharing bill a provision that assures-

Senator NELSON. Why do we care? What does big Uncle Sam, Big
Brother here in WVashinigton, care what they do?

If the local municipality turns down a project and they were able
to take general revenue sharing funds and fund that project, fine.

If, at the next election, the people in that municipality reelect them
the citizens would have ratified that action. Who are we to tell them
how they are to run their local government?

If they want a lousy government, that is their business. It just gets
worse than it is if we are intruding to tell them how to run the damn
thing.

I do not understand this at all.
Mr. ALBRECHT. You make a very persuasive argument, Senator.
Senator NELSON. I have taken more time than I should.
Senator HAThAWAY. Senator Roth?
Senator ROTh. I am concerned about the provision that was added

in the House legislation that included for the first time the word
"religion." I 1do not believe in your testimony that you touched upon
this problem.

It seems to me that the addition of that word would create serious
administrative problems and defeat much of the intent of revenue
sharing.

I propose to offer at a later time an amendment to eliminate the
word "religion." Would you care to comment on that I

Mr. DixoN. Yes, Senator.
The inclusion of the word "religion" is something that quite

honestly the administration has not focused on adequately before and
is giving a great deal of thought to that now.

Senator RoTi. I think the time has come for action on the part of
the administration. What is the earliest possible time we can have an
administration position on this?

Mr. ALBRECIIT. It is our understanding that the committee intends
to take up this legislation tomorrow. We would certainly be prepared
to indicate whether we will support your position at that time.

Senator RoTI[. I would like to emphasize to the administration that
what the House did-I think they have muddied the waters very
badly.

It would be a very serious error to continue in the legislation the
proposal of the House at this time.

1 might say that I have received letters from the Catholic hierarchy,
Jewish groups, and others and I do not see any substantial reason for
including the word "religion."

Did you have any problems with the existing language?
Mr. ALBRECHT. N4o.
I think, Senator, the addition of religion was done really without

focusing on the problem. We received some of the same
communications.
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Senator R o'r. I do not question the basic goal or intent of the
House side. I just do not think they knew what they were doing.

I do not think that either the 'debate on the House floor or the
language that they incorporated corrected the problem. It seems to
me that it has made it worse.

I think we_ have to have a very clear-cut provision-it seems to me
that the best way is to eliminate* the word "religion."

I am also concerned about, as you pointed out, the word "handi-
capped." I am not sure what tile impact of that would be or what that
means.

For example, if we have a program especially directed at the handi-
capped but not to other citizens, would that create a problem under.-
the House language?

Mr. ALBRECJIT. We think that both with respect to aged and the
-handicapped, these are areas in which nondiscrimination provisions in
other programs are receiving a lot of scrutiny and testing now to de-
termine how you measure standards for determining what is dis-
crimination. For that reason, we think that at this time those
provisions in here are likely to cause some considerable administrative
problems.

Senator ROTH. I do-not think there is any question about that. As
far as I am concerned, I strongly support any effort to provide more
help to the handicapped. However, I am worried that this is a two-
edged sword that could cut the wrong way.

-We are going to meet on this tomorrow. I think that it is very im-
portant that we clarify our intent so that it-does not end up in the
courts to be resolved.'The Congress has a responsibility to clearly
define this section of the law.

I think both of these words as well as age raise very serious
questions.

I have another question here.
The House bill would require the Secretary of the Treasury, the

Governor, and the chief executive officer of a governmental jurisdic-
tion to approve an agreement to correct any discrimination prior to
having revenue sharing funds restored to them, once the funds have
been cut off.

Do you feel that the political and administrative problem involved
in that provision is insurmountable?

Mr. ALBRECHT. Requiring the Governor of the State ?
Mr. ROTH. The Secretary of the Treasury, the Governor, and the

chief executive officer of the governmental jurisdiction to approve of
the correction.

Mr. ALBRECIT. Certainly involving the Governor at that level and
that step in the process probably has some potential for clogging down
a settlement in the politics of tlie local State.

We would favor not putting that kind of restrictive provision in
the legislation.

Senator ROTH. Perhaps it is desirable but the problem appears to
me that you would be cutting off funds and hurting some innocent
people in the process.

Mr. ALBR .CHT. It has the potential for that. It also has the6potentiaL
for-considerations other than the merits of the case entering into
whether or not funds were later released.
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Senator ROTH. That is all the questions I had, Mr. Chairman.
I do want to urge that we have to clarify these problems tomorrow.

I know of no better way than just to eliminate the word.
Senator BYRD [presiding]. Thank you, gentlemen.
[The prepared statement of Mr. Dixon follows:]

STATEMENT OF HON. GEORGE H. DIxoN, DEPUTY SECRTARY OF THE Ts3ASURY

Mr. Chairman, I am pleased to appear here today, as Acting Secretary of the
Treasury, to testify in support of S. 1625, President Ford's proposal to renew
the General Revenue Sharing program. The Administration believes that revenue
sharing has worked exceptionally well in responding to the needs which it
was designed to meet. We strongly urge that the program be continued in its
broad general outlines, as proposed by the President In his message to Congress
in April of 1975.

Since General Revenue Sharing was enacted In 1972, it has made available
over $26 billion to States and communities throughout the Nation. These funds
have done much to strengthen the viability of our Federal system of Government,
a system that is predicated upon the shared exercise of powers and responsibili-
ties. Revenue Sharing has contributed to a revitalized Federalism by shifting
some resources to those governments closest to the people, where there is often
a clearer perception of the needs of citizens. Simply put, some tasks are better
performed by State and local governments, instead of being directed from
Washington.

Revenue Sharing has placed funds where need exists. It has given a greater
measure of assistance to our hard-pressed center cities than it has to their more
prosperous suburbs. It has aided low income States relatively more than those
with higher income populations.

The program has been free of the costly, and sometimes counter-productive,
bureaucratic red tape associated with Federal aid programs. Small and rural
communities, which often benefit little from other Federal assistance, can par-
ticipate in revenue sharing without engaging in expensive and highly competitive
"grantsmanship."

Mr. Chairman, we believe that upon evaluation the Committee will find that
S. 1625, the Administration's renewal proposal, is balanced and well reasoned.
It leaves unaltered what has worked and offers improvements in the areas of
public participation, reporting and publicity, civil rights, and allocation of
funds where experience has shown that change will enhance the program.

S. 1625 would extend the funding of General Revenue Sharing for five and
three quarter years-a time frame which assures sufficient certainty to state and
local recipients while permitting further Congressional and Presidential review
of the program's performance.

The Administration bill does propose one important modification In the for-
mula-lifting the 145% maximum per capita constraint on local entitlements to
175% in five increments of six percentage points each. This amendment would
direct more money into some needy large cities and, coupled with the proposed
$150 million annual funding increments, would not cause a net dollar loss In
funding to more than a handful of jurisdictions now benefiting from the
constraints.

In the civil rights area, our renewal proposal would provide the Office of
Revenue Sharing with a more flexible array of sanctions to be used where needed
to achieve compliance. This change Is necessary to assure that flexibility exists
to withhold all or part of a government's entitlement. It can be argued that the
existing statutory framework does not permit partial withholding.

Along with the non-discrimination requirement, reporting and publicity stand-
ards are other major Federal restrictions attached to use of General Revenue
Sharing entitlements. We believe it is important to improve their effectiveness.
S. 1625 would give more discretion to the Secretary of the Treasury to prescribe
reporting and publicity requirements that are varied by type of recipent govern-
ment. This will improve the availability and quality of Information while not
imposing unneeded burdens on our States and communities.

The Administration is proposing one additional closely-related requirement:
That recipient units assure the Secretary of the Treasury that a public hearing
or some appropriate alternative means is provided by which citizens may par-
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ticipate In decisions concerning the use of revenue sharing funds. This provision
will help the revenue sharing program better accomplish Its goal of bringing
government closer to the people.

We think that the changes we are urging in these areas will serve their purpose
without putting an unnecessary burden on States and communities of diverse size
and with varied political processes. Strict and pervasive requirements are con-
trary to the goals of the General Revenue Sharing program and would reduce
its effectiveness.

As this Committee is fully aware, the House of Representatives has passed
H.R. 13367, which would extend the General Revenue Sharing program for
three-and-three-quarter years. The Administration's reaction to the House action
was summarized by President Ford on June 10th. He expressed his pleasure that
the House had voted to extend the program in a manner which preserved the
basic concepts of revenue sharing. The President urged, however, that the
Senate examine the House bill in light of the recommendations contained in
8. 1625. -

The basic differences between the Administration's renewal measure and the
legislation passed by the House can be summarized as follows:

The Administration has recommended extension for five-and-three-quarter
years, while the House bill would only continue the program for three-and-
three-quarter years.

S. 1625, the Administration bill, would raise the maximum per capita
constraint gradually to 175%. The House bill would continue the constraint
at 145%.

The Administration measure would continue to provide for a $150 million
annual increase in funding while the House bill would freeze funding at
$6.65 billion annually.

The House bill would set new standards of eligibility for jurisdictions to
participate In the program while the Administration would continue the
present standards.

H.R. 18387 would greatly expand Federal requirements governing the
manner In which States and localities publicize and report receipt and use
of revenue sharing funds. The Administration proposal, while requiring
public hearings, takes a much more flexible approach In these areas.

The House passed bill mandates new statutory standards in the civil rights
area. The non-discrimination sanctions of the current law are to be applied
to all activities of a government unless It can be shown by "clear and con-
vincing evidence" that shared funds are not involved "directly or indirectly"
in a discriminatory activity. In addition, certain administrative actions have
to take place within specific statutory time limits. The Administration bill,
while strengthening the Secretary's enforcement powers, would not further
expand the existing broad prohibition against discrimination In activities
funded through revenue sharing and does not set a statutory timetable.

I would like to discuss the differences in approach I have noted and state the
reasons we prefer the Administration's recommendations.

If revenue sharing funds are to be spent wisely, it Is important that recipients
have assurance that a level of funds will be available to them over time. At the
same time, there is a need to periodically re-evaluate the program. The Admin-
Istration considers the five-and three-quarter year authorization as an appro-
priate balancing of these concerns.

The continuation of the $150 million annual Increases In the level of funding
also makes good sense. It provides a cushion against inflation and, by placing a
little more money in the pot, reduces the impact of reductions on recipients whose
entitlements are lowered by data changes or the proposed changes in the max-
imum constraint.

The Administration strongly urges that the Senate eliminate Section 7 of HR
18367, which sets new standards of eligibility for recipient participation in the
GRS program. While we recognize the desirability of restricting eligibility to
truly active and general purpose governments, we do not believe that the House
bill, or any other proposal we have seen to dnte, does so effectively, Essentially
Section 7 would have little impact, yet it would place con.lderble administrative
burden on the Census Bureau and the Treasury Department. Further, no serious
inequity results from the distribution of small sums of shared funds to those
governments considered by some to be relatively Inactive.
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We believe that the burden created by the new publicity, reporting, public

participation, and auditing requirements in HR 13367, far exceeds their positive
impact. The expanded and detailed standards set forth are onerous and would
be costly to both recipients -ind the Federal Government.

A careful look at the requirements of the House bill will show that the changes
proposed are detrimental. Revenue sharing would lose much of its attractiveness
as a simple and efficient Federal assistance program. While some discretion is
given to the Secretary of the Treasury to waive certain requirements in the
House bill, this limited flexibility does not cure many of the difficulties we fore-
see. Let me quickly touch upon some of the changes that would be mandated by
the House:

Greatly expanded Proposed and Actual Use Reports; a new summary on
the proposed official budget of the recipient; a narrative on the adopted
budget. These documents must be published and made available to the public.

Two public hearings--one on the Proposed Use Report and one relating
revenue sharing funds to the entire budget would also be required of many
governments.

An annual audit of all of a recipient's Jurisdictions' accounts in accord-
ance with "generally accepted" audit standards.

The non-discriminaition provision.. of H1R 13307 would change the legal require-
ments under which the revenue sharing program operates. The new burden of
proof which has been added to the statute would lead to substantial uncertainty.
In addition, Section 9 of the House measure would require Treasury's response
within statutory time limits to findings by other Federal agencies, State agencies,
and Federal and State courts. This response, as well as other Treasury actions,
would have to take place within specific statutory time limits and could lead to
a cutoff of revenue sharing funds.

The prohibition against discrimination in the current revenue sharing statute
is straight-forward and adequate, To be sure, the Office of Revenue Sharing has
been criticized for delays in the processing of civil rights complaints. The prob-
em, however, does not stem from inadequ:ite authority but has largely resulted
rom lack of resources. We are committed to correct that situation and substan-

tial progress has been made.
In summary, the House-passed bill to extend revenue sharing clearly contem-

plates much greater costs and restrictions being placed on recipient governments
than the program we know today. Similarly, revenue sharing would no longer
be a Federal domestic assistance program with a very low cost of administration.

The Administration urges extension of revenue sharing as proposed in S. 1625--
without cumbersome new constraints. The vitality of our Federal system of de-
centralized government requires prompt passage of this important renewal
legislation.

Mr. Chairman, my colleagues and I will be happy to answer any questions
which you may have.

Senator BYRD. The next witnesses will be a panel consisting of the
Honorable Patrick J. Lucey, Governor of Wisconsin, on behalf of the
National Governors' Conference; the Honorable W. W. Dumas,
mayor-president, Baton Rouge, La., on behalf of the National Associa-
tion of Counties; the Honorable Martin A. Sabo, speaker, House of
Representatives of Minnesota on behalf of the National Conference of
State Legislatures; the Honorable John Poelker, mayor, St. Louis,
Mo., on behalf of the National League of Cities; the Honorable
Kennth Gibson, mayor, Newark, N.J., on behalf of the U.S. Confer-
ence of Mayors.

The order in which the panel will address the Senate Committee will
be as follows: Governor Lucey, Mayor Gibson, Mayor Poelker,
Speaker Sabo, and Mr. Dumas.

Senator NELSON. Mr. ChairmanI am pleased to welcome the Gover-
nor of the State of Wisconsin, Patrick Lucey, who is appearing as
chairman of the Committee on Executive Management and Fiscal
Affairs of the National Governors' Conference.

We are happy to have you here this morning, at least I am.
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STATEMENT OF HON. PATRICK LUCEY, GOVERNOR OF THE STATE
OF WISCONSIN, ON BEHALF OF THE NATIONAL GOVERNORS'
CONFERENCE -

Governor LucEY. I want to express my appreciation to the chairman
and members of the Committee on Finance for giving us this opportun-
ity to come here in public hearing to testify in support of general
revenue sharing.

As I sit here with mayors, and members of State legislatures, and
people representing other levels of local government, it seems to me
that it is somewhat an unusual situation, because very often there are
sharp disagreements between State governments and local units of
government.

I must say on this one issue, on revenue sharing, we are of one mind,
and we support the continuation of revenue sharing.

We feet that the House bill, 13367, contains the essential elements
of an effective revenue sharing bill. We do think it could be improved,
and we hope, as we said, that it will have improvement.

There has been a tendency to sort of relax after the House action.
It came so quickly, when it finally did come, that a lot of people sort
of assumed that the battle was over, and while we have felt all along
that we have many more friends on the Senate side, we do recognize
that the time is short and already many local units of government on
calendar year budgets are beginning to prepare those budgets and soon
will be determining what kind of tax levy they need for calendar 1977.

It would certainly be a tragic thing if some of them established
levies in excess of their needs simply because they could not be sure
that the general revenue sharing funds would be available to them,
and could be folded into those budgets.

The House bill retains the distribution formula with which all the
people of this table are supportive of. It does eliminate the priority
expenditure provisions that I think, in some instances, has worked
a hardship.

For instance, while at the State level in Wisconsin we use all of
our State share for the school aid formula, local units of government
were unable to use, any of the money for education, so that I think
that the elimination of that provision in the present law is probably
desirable.

Senator NELsoN. May I ask a question? In Wisconsin, is it true that
every dollar of the State's share, which is approximately one-third,
is simply funneled right straight from the State treasury to the local
school districts?

Governor LrcEY. By a formula that provides for equalization.
In other words, our total appropriation for elementary and sec-

ondary education for the biennium is in excess of $1 billion. Of that
amount, roughly $52 million a year that we receive in general revenue
sharing is simply part of that item in our budget.

Senator NmLsoN. Does that mean it is all spent on education ?
Governor LucEY. All of the State's share is spent for elementary

and secondary education.
Senator Rorii. What was your propo t
Governor LucEY. I was just commenting on the House version and

I said that at the present time, it is my understanding that the local
share might not be used for education.
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I applaud the fact that that list of priority expenditures has been
eliminated.

Senator RoT'r. For local government?
Governor LucE-f. Exactly, so that if a city is running a school dis-

trict and they want to use some of the money for education, they have
the privilege of doing that.

I support that. I also think that the prohibition of the revenue
sharing funds for a match with other Federal dollars is desirable and
certainly advanced funding.

I would have hoped that the bill would have gone a little further
in terms of the amount of funding. It seems to me that there ought
to be some allowance for the inflation that continues to plague us,
even if it were at the 5 percent that President Ford proposed, it
would certainly be better than a flat rate for the 34 years.

I also would support the administration's position that it would be
advisable to have it for 534 years rather than 3%.

Most States, at least 19, are on a biennial budget. This means
that 33J years, we have the money for the first 6 months of the next
calendar year in Wisconsin, which we just sGrt of assumed we would
have, and went along on that basis when we prepared our last budget.
We will be fully funded for the new biennium, which will start July 1,
but when we start preparing for the biennium following that, there
will be some uncertainty as to the Federal revenue sharing. So that
the 58/ years would put us in step with the new fiscal year of the
Federal Government. It would give us the leadtime that would get
us through two biennium years rather than one.

I think that there are three sections of the bill that I would like to
touch on, just very briefly here, and before I do, I would like to in-
vite the attention of the members of the committee to something that
has just been published by the National Governors' Conference, and
it has to do with Federal roadblocks to efficient State government,
and I have sufficient copies here for the committee.

This shows what is happening to many of the categorical programs
once they get on the books, partly to additional legislation, partly to
interpretation by the Federal bureaucracy, partly due to responses to
court orders, they become more and more entwined in redtape, and
as a result, more and more of the money goes for auditors and ad-
ministrators and for people who are skilledin grantsmanship, rather
than serving the citizen group that was supposed to be served by the
program.

In contrast, I would like to point out that perhaps the people from
Treasury have already mentioned this, that the Federal revenue shar-
ing administrative cost here at the Washington level is less than one-
twelfth of 1 percent of all of the money that is dispersed.

Ms. Tulley is here, the administrator of the program. She tells me
that she has fewer than 100 employees in administering this entire
program.

I think that it is commendable, and I would urge upon the Senate
the elimination of any redtape that is contained in the House bill
that would force Ms. Tulley to employ additional people and skim
off a greater portion of the Federal revenue sharing dollars for ad-
ministration here at the' Washington level.

76-811-7-4--5
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I think, too, that it ought to be pointed out that every time that you
require us to make an additional report, it means that you are add-
ing people at both ends, because we have to prepare the reports, hire
the people to do that, and here at the Washington level, you have to
hire people to at least read the reports or file them or do whatever
you do with them when they get here.

I do think it is commendable to re uire citizen participation, and
I woulh think that it is appropriate or some form of reporting so
that the people in Washington will at least know whether the money
simply became a percentage of the budget, as was pointed out is often
the case, or whether the money is used for capital expenditures, or
whether it is used for specific social programs.

But beyond that, it seems to me that a great deal of reporting could
be dispensed with.

I think also on the requirements for audit, while I think it is en-
tirely appropriate that there ought to be audits, I think that the re-
quirement of the House bill is excessive in that it calls for annual
audits.

Most governmental bodies do not have an annual audit. In State
government, we try to get to every agency at least once every few
years.

It would be an excessive requirement, I think, to require annual
audits.

I think also in the matter of reports and audits, it is important that
they are compatible with whatever the fiscal period is, that the unit of
government has, and not on the basis of the entitlement period.

Senator NEtso. If I may interrupt, for all practical purposes,
the way the State governments have, it is a categorical program. It
all goes to education. The State has decided-

Governor LucEy. That is right.
Senator NELsoN. Tell me this:
Is there any general way in which the money has been used by other

States ? Has it gone into general funds for appropriations for general
State purposes? Do some do that, and some have various categorical
programs, such as the State of Wisconsin ?

Governor LucsY. I think that there is a wide variation in how it is
used at the State level, and even a broader variation in terms of local
units of government.

The Brookings Institution has done a very thorough oversight of the
program and it covered, I think, at least the first 3 years.

It was published about 1 year ago.
I do not know if that is a continuing study, or not. I am sure that

they could give you a complete breakdown, State by State, and cov-
ering a great many of the municipalities.

Senator NELSoN. That is under the first 5-year program that spec-
ified and delineated the categories in which State and local govern-
ments may spend. Henceforth, that will not be so.

So on the question of audit, are you suggesting that--sa a State
receives x millions of dollars and the question of how it willbe spent
goes to the legislature-the finance committee of the legislature is
going to have to argue about where that general revenue sharing went
after it goes from the assembly to the senate, and then to a confer-
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ence committee, maybe, and then to the Governor, and all the time
you are trying to trace how you spent that general revenue sharing?

Do you think that kind of report would be needed?
Governor LUCEY. No; I do not. I do not think that would be pro-

ductive at all.
In the case of Wisconsin, we can report our expenditure of the

money that is retained at the State level in one sentence: it simply
goes into the school aid formula.

Senator NELSON. That is a simple one.
Supposing the State of Wisconsin decided that all $52 million

should go to the general fund for purposes of reducing taxes by $52
million.

Should you have to be audited to trace where you used that $52
million to reduce what program? How would you do that?

Governor Luczy. I do not know how you would do that.
Senator NELSON;. Do you think they should have to do it?
Governor LucEY. I assume that the Congress is going to require

some sort of audit or report.
Senator NELSON. I hope what the Congress will do is something

rational.
Governor LucEY. I think the rational way to handle general revenue

sharing was simply to leave the money on a stump and walk away
from it

Senator Np iSO;. Let the legislature or the Governor or the mayor
or city council handle the moneyI

Governor Luc.Y. Revenue sharing, by its very nature, is an ex-
pression of mutual trust, and I think that State and local govern-
ment has progressed a long way in being able to sort out what the
priorities ought to be, and use moneys that are provided efficiently,
whether they come through general revenue sharing, or local taxation.

I also think that when you take the general revenue sharing and
put it into the general pot that you probably will see a more efficient
use of that money than any other Federal money that comes in, be-
cause so often when it is categorical money, we are forced to distort
our priorities, or thinking up new names for what we have been
doing all along to justify the use of the money.

General revenue sharing we regard with the same caution, the same
austerity, that we do other money that we have to levy through the
State income tax

Senator NELSON. The conception of the House seems to have been
that revenue sharing dollars are responsible dollars and those that
the legislature spends otherwise are irresponsible dollars, therefore
we want to keep track of at least 7 percent of that budget as re-
sponsible dollars, and let the 93 percent be irresponsible dollars.

That seems to be the concept on which that system of reports in
the House bill is based.

Senator BRocK. Are you not really saying, Governor, that the same
people that elect us elect the people at the local level. Why do we not
have confidence in the people ?

Governor Lucx. That is what it amounts to, Senator.
Senator BRocK. Why do we have to come back with another audit

on top of the audit that they are going to have to do there anyway.
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Governor LucEy. We did a study recently in Wisconsin. We are
sort of the grandfathers of revenue sharing. We have been sharing
revenue, tmlfettered money, with local units at the State level since
1911.

As a matter of fact, at the present time, for every $1 the local units
in Wisconsin receive in Federal revenue sharing, they receive $4 in
State revenue sharing.

Since 1911, we have never had any great distress about thq lack of
audit or where the money goes. Our tax sharing formula to the local
units of government becomes part of their budget.

Senator NELsoN. Let me say on that, that 50 cents out of every
income tax dollar paid oes back to the municipality of the taxpayers
who paid it. That was thie way in previous years anyway, and then an
additional 10 cents to the county.

Senator BROCK. In Wisconsin I
Senator NFLOx. Yes.
We have one of the highest income taxes in the country. Fifty cents

goes to the local municipality. In my 10 years in the local legislature,
and 4 years as Governor, I never heard a single legislator or a single
,citizen say why do we not find out how those municipalities are spend-
ing that money.

It was their business. They knew better how to spend it than our
legislature, just as our legislature knows how to spend it better than
this Congress. It worked very well.

We have good government in the State of Wisconsin.
If the municipality wants to spend the 50 cents out of the $1 on

some project that you and I think is foolish, that is their business.
We are not the ones, and we should not be the ones setting up our-

selves to decide what is foolish or not foolish down here in Wash-
ington on this program.

Governor Lumy. I think I will conclude my formal presentation
with that.

I believe that Mayor Gibson is next in line.
Senator HATiHAWAY [presiding]. Mayor Gibson.

STATEMENT OF HON. KENNETH GIBSON, MAYOR, NEWARK, N.7.,
ON BEHALF OF THE U.S. CONFERENCE OF MAYORS

Mr. Gi-moN. Thank you, Mr. Chairman and members of the
committee.

I am Kenneth Gibson, mayor of the city of Newark and president
of the U.S. Conference of Mayors, the national spokesman of the
mayors of virtually all of the cities with populations in excess of
30,000. On behalf of the Nation's mayors, I am here today to endorse
the immediate reenactment of the State and Local Fiscal Assistance
Act of 1972.

As you will recall, when this act was first being debated in Congress,
I traveled to Washington on many occasions to join in the debate to
urge passage. I am indeed pleased to be here today to share with you
our views on this vital urban program. Without this committee's

'leadership in 1972, we would not have been mccessful in passing this
act. Your continued support and leadership are the key to a success-
ful reenactment effort
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The Conference of Mayors was an early and active proponent of
general revenue sharing. The Nation's mayors joined with other.
local and State officials to achieve enactment of the program in 1972.

Local and elected officials united in 1972 and we are united today
in calling for an extension of the local revenue sharing program. We
believe that the program has been a good one, and is indeed worthy of
continuation.

In most instances, revenue sharing moneys have been used to de-
velop and implement programs that have been responsive to the needs
at the local level.

The objectives of the program have been, by and large, achieved.
That is why, in July of this year, at the 44th annual meeting of the
U.S. Conference of Mayors, we reaffirmed our policy which strongly
endorses the continuation of the general revenue sharing program and
calls for its immediate renewal.

A copy of this policy resolution is attached to my written statement,
which has been submitted for the official hearing transcript.

I would like to highlight only two elements of the U.S. Conference
of Mayor's policy. First, the level of funding.

The Conference of Mayors is deeply concerned that the administra-
tion's renewal proposal provides for only a modest $150 million annual
increment in revenue sharing funds.

This translates into an annual rate of increase of a mere 21/2 per-
cent. This is what the current program has been providing, and it has
been demonstrated to be inadequate in light of the strong inflationary
pressures which are impacting local budgets.

Even if the cost of living index declines, the city governments will
not get as much relief as the private sector, because the packages of
goods and services purchased by State and local governments, is much
more inflation prone than those items used in calculating the general
cost of living index.

We can look forward then, to persistent high rates of inflation, at
least five times greater than the 21/-percent current and proposed
revenue sharing growth factor.

Documentation exists which reveals that between 1972 and 1974,
the cities, counties and townships lost about $3.3 billion of purchasing
power, due to inflation. This is equivalent to 80 percent of their total
revenue sharing entitlement in 1974.

Local governments heavy reliance on a tax base which lags far be-
hind inflationary pressures, coupled with the fact that Federal fiscal
assistance has not kept pace with soaring costs, have had disastrous
effects on our city residents.

The capacity of many cities to provide essential public services has
been seriously undermined, and we cannot expose our residents to fur-
ther hardships.

The U.S. Conference of Mayors, therefore, strongly recommends
that the funding level of general revenue sharing be sutiicient to com-
pensate State and local governments for the higher costs that they face.

We urge that the annual increment in these funds be increased to
not less than $350 million. This translates into a growth rate of 5
percent, a rate more in keeping with what inflation projections really
are.
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The second point that I would like to make is one of multiyear ex-
tension of the program.

The U.S. Conference of Mayors strongly endorses a 5%-year ex-
tension of the program. This length of time would provide the neces-
sary long-term commitment to State and local government.

Without this long-term Federal commitment, the budgetary plan-
ning processes of State and local government would suffer. Priority
setting would be rather short ranged, and the programs developed to
meet these priorities would be viewed as transitory rather than
permanent.

During the past 4 years, we have found that the guarantee of general
revenue sharing funding has motivated many cities to examine their
priorities in a multiyear context, We have developed some long-range
strategies in dealing with some of our problems.

The uncertainty connected with a short-term Federal commitment
would surely undermine a city's ability to deal effectively with the
nature of urban problems.

The Conference also recommends that the Congress begin its con-
sideration of the future extension of the program at least 2 years prior
to the expiration of the existing law.

Local budgetary planning has been severely disrupted during the
past year because of Federal legislative inaction. Congress' delay in
reenacting general revenue sharing has particularly hurt those cities
which budget on a July 1 fiscal year. They have been forced to adopt
budgets for an entire year that contain only 6 months of revenue
sharing money.

These cities had no other choice, since they did not know whether
the program would be continued, or if continued, whether it would
be substantially altered.

If we are ever to achieve long-range program planning at the local
level, we must have some degree of certainty from the Federal Govern-
ment about the future of major programs, such as general revenue
sharing.

This certp',nty could be obtained if Federal legislative consideration
on the future extension of the program began at least 2 years prior
to the expiration of the existing law.

Mr. Chairman and gentlemen, I would like to conclude my remarks
by reaffirming our commitment, the mayor's commitment to the gen-
eral revenue sharing program.

We believe that it is essential to a healthy urban America and a
vital link in our intergovernmental fiscal system.

We feel that we have expended and accounted for these funds in
sound and uniform methods.

We feel the program has survived its "testing" period quite suc-
cessfully. We look forward to working with this committee, and with
the Senate, on this very important piece of legislation.

The U.S. Conference of Mayors hopes that you will move decisively
in the next few weeks to insure immediate enactment of the general
revenue sharing program, and that the final legislative package will
reflect the suggestions and recommendations that I have expressed
today.

Thank you.
Senator NmmsN [presiding]. Thank you, Mayor Gibson.
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Our next witness will be Mr. John Poelker, mayor of St. Louis,
Mo., representing the National League of Cities.

Mayor PoelkerI

STATEMENT OF HON. JOHN POELKER, MAYOR OF ST. LOUIS, EO..,
ON BEHALF OF THE NATIONAL LEAGUE OF CITIES

Mr. POFLKEJI. Thank you, Senator Nelson and members of the
Finance Committee.

I am John Poelker, mayor of St. Louis, Mo., and I am testifying
on behalf of the National League of Cities.

The National League of iies represents nearly 15,000 cities, and
earlier this year, the league's board of directors on which I serve,
established the reenactment of the general revenue sharing program
as the highest legislative priority of the Nation's cities.

On behalf of our entire membership, I wish to commend the
Finance Committee for its prompt consideration of this vitally impor-
tant legislation.

I would like to submit for the record a copy of the National League
of Cities' revenue sharing policy statement. This policy was developed
by NLC's Revenue Sharing Task Force which is cochaired by
Mayor Moon Landrieu, of New Orleans and myself.

It was presented to, and unanimously ratified by the full member-
ship of the National League of Cities at our annual convention.

Since our convention, the revenue sharing task force has continued
to meet to further develop and refine the policy of the organization.
The task force looks forward to playing an active role in the Senate
proceedings and stands ready to assist this committee and the Con-
gress in achieving reenactment.

In support of the other testimony given here today, I would like
to discuss the most important feature of the general revenue sharing
program; namely, its ability to provide long range funding without
the roller-coaster effect of the annual appropriations process.

The existing program, as you know, is operated as a trust fund,
and the money has been available to State and local governments on
a guaranteed basis.

We realize, however, that since 1972, Congress has taken many steps
toward reforming its own budgetary procedure, the most important
being the massive and successfuY implementation of the Congressional
Impoundment and Control Act of 1974.

Revenue sharing has generated a great deal of controversy because
of its trust fund form of financing, and many critics have argued that
it should be placed on the annual appropriations process. Some argue
that the new congressional budget process mandates that jurisdiction
be given to the Appropriations Committee.

These critics have not taken time to study the options available
under the Budget Reform Act. They do not understand that the
choice is no longer between annual appropriation or trust fund
financing.

Our position on this critical issue is unanimous. We urge the Senate
to adopt the entitlement financing mechanism contained in the House
bill.
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Entitlement financing will provide long-term funding completely
within the context of the Budget Reform Act.

Unfortunately, there has been a great deal of misunderstanding
even regarding entitlement financing. There are those that argue that
entitlement" financing is a form of backdoor spending that violates
both the Budget Reform Act and the prerogative of the Appropria-
tions Committee.

This is not true.
In order to clarify the situation, let me briefly review some of its

key points.Frst, entitlement financing is a recognized form of spending under

the Budget Reform Act. Section 401(c) (2) of the Budget Act
defines entitlement financing as the authority to make payments to
any person or government.

second, entitlement financing is not a form of so-called backdoor
spending. It is subject to carefully defined procedures.

Let me give you this example. Entitlement legislation is not exempt
from any provision of the congressional budget process. It must com-
pete, of course, with all other programs of spending in the congres-
sional budget resolution. It must abide by the calendar requirements
establishedlir the Budget Act.

All new entitlement legislation emerging from committee must be
referred to the Appropriations Committee, if the legislation gen-
erates spending over and above the spending in the most recent budget
resolution. The Appropriations Committee is given 15 days to review
the legislation, after which it must report the bill to the Senate floor.

An amendment to the entitlement legislation may be offered by the
Appropriations Committee, and may accompany the bill to the floor.

The committee amendment, however, can only pertain to the fund-
ing level, and not to other provisions of the entitlement legislation.

Once on the floor, the Appropriations Committee amendments, if
any, are voted upon, followed by a vote on the entitlement legislation.

Once an entitlement bill has been enacted into law, payments are
automatically made for the duration of the program.

Finally, entitlement financing would not prevent congressional re-
view and scrutiny of the revenue sharing program itself. While, it
would provide assured, long-range funding, it would not prevent the
Congress from reviewing the program at any time.

For example. the Senate Finance Committee has the authority to
conduct oversight of a revenue sharing program and at any time,
could report legislation to alter the nature of the entitlement.

The entitlement programs must be included in the congressional
budget resolution.

The Budget Committee itself could, at any time, review the program
and recommend that entitlement be reduced.

During the 15-day referral to the Appropriations Committee, that
committee has the opportunity to review and offer an amendment to a
program. However, this referral only takes place during the year that
the entitlement is being enacted.

Simply stated, the State, county, and city officials are unanimous in
their support of the entitlement financing mechanism for revenue shar-
ing. This mechanism carefully balances the long-term funding aspects
of the program with the legitimate concerns over congressional budg-
etary control.
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We would urge the Finance Committee, and the entire Senate, to
adopt it as a key feature of the revenue sharing legislation.

I will close by noting that attached to my formal testimony is a
detailed explanation of entitlement financing. I think you will find
this material most helpful.

- -Senator NELsoN [presiding]. Thank you very much, Mayor Poelker.
The next witness is Mr. Martin Sabo, speaker of the House of

Representatives of Minnesota, representing the National Conference
of State Legislatures.

STATEMENT OF EON. MARTIN A. SABO, SPEAKER, HOUSE OP
REPRESENTATIVES OF THE STATE OF MINNESOTA, ON BEHAL
OF THE NATIONAL CONFERENCE OF STATE LEGISLATURES

Mr. SABo. Thank you, Mr. Chairman and members of the Senate
Finance Committee.

I appreciate the opportunity to appear here today on behalf of the
State legislatures throughout this country and to express our apprecia-
tion for the support of the Senate in enacting general revenue sharing
originally, and for your continuing support of that program.

,have submitted a prepared statement. Let me just make some brief
comments in addition to that statement.
SWe6ingly support the extension of revenue sharing. We strongly

support the concept of long-term funding. We think that it makes
sense.

We would share the feelings of our other colleagues in State and
local government that revenue sharing should have an annual increase
relevant to the program's original intent.

Fundamentally, as this committee considers reenactment of revenue
sharing, we ask you to please keep it simple. Eliminate restrictions
rather than add them. Be careful on your auditing procedures; don't
goof us all up.

It does not serve the people to add redtape. It may serve some
bureaucrats, but not the folks that you and I were elected to serve.

To deal with auditing, each of our States have different procedures.
We want to make sure our moneys are spent correctly to serve people.
Do not change the entire system on us.

We are responsive. I am a telephone call away from any of my
constituents. They have regular contact with us.

We have no problems on which people cannot come and testify.
Do not prescribe hearing requirements .

Our fiscal years are different and our procedures are different from
State to State. You know, folks flow in and out of our offices in the
State legislature daily. Our committee meetings are open. Folks can
come and talk anytime they want to.

I do not want to be in a situation where we have not met the
requirements of some letter or form. It just does not make any sense.

I want to emphasize what Governor Lucey said. It involves the
basic question of trust. The Federal Government should have some
confidence and trust in us as we spend these dollars. Though not the
biggest portion of our State budget, it helps us. It provides us with
flexibility in dealing with human programs that we make judgments
on in our respective States.
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We do things differently. I expect our neighboring States may do
things similarly to Wisconsin, but not everything.

Allow us some of that flexibility.
In that form, revenue sharing will best serve the people of thiscountry.
Thank you.
Senator NELSON [presiding]. Thank you, very much.
Our next witness is Mayor Dumas, mayor-president of Baton

Rouge, La., representing the National Association of Counties.
Mayor, the chairman of the committee, Senator Long, is engaged

in another conference and wanted us to notify him when you were
to go on as a witness. We have. He has not gotten back yet.

I will risk his wrath in letting you proceed without him being
present for the beginning of your statement.

If he misses much of your testimony, I will get you an appoint-
ment in his office, and you can repeat it then.

STATEMENT OF HON. W. W. DUMAS, MAYOR-PRESIDENT, BATON
ROUGE, LA., ON BEHALF OF THE NATIONAL ASSOCIATION OF
COUNTY
Mr. Du is. Mr. Chairman, I am delighted that my Senator would

think so much of me. I have been before this committee before.
Senator Roth, Senator Packwood, Senator Brock, Senator Nelson-
we have met before.

I represent the National Association of Counties. It was my honor,
back in 1966, to be the president of this organization of about 30,000
members.

In 1970, I was one of the 21 that met at Williamsburg and flew to
the White House with the President, in order to talk about revenue
sharing. It was President Nixon at that time. -

I know of nothing that the U.S. Congress has done that has meant
more to the local level than revenue sharing.

I came today because I have heard so much about the House version
of it, and if you are not confused, maybe you do not understand the
situation.

I am not confused, gentlemen, because I know what we have done
with our revenue sharing and there is a complete audit of every nickel
we have spent and what we have spent it for. There are people in the
United States on the-local ltvel who know what they are doing, and
we certainly are appreciative of the fact that the U.8. Congress and
the Senate knows what they are doing, because they were very intel-
ligent 5 years ago, and I hope they use the same intelligence this time.

I do not think that we have to tro through all the redtape that
you have in the House bill. I think it was good enough for us to save
America for the past 5 years. Why should we not continue to saveAmerica ?

If the cities and counties and States go down, you have no place to
go. Last year, mv budget was $52.800,000.

It is not deficit spending. We cannot spend more than we can
anticipate collecting, so naturally we had to cut $10 million out of
the requests of the department heads.
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Had it not been for revenue sharing, we would not have been able
to do as many things as we needed.

When you take money out of your operating budget to do capital
items, like buying automobiles for policemen and firemen, trucks for
firemen and all of those things, then you have no money left for
raises for your employees and other things, like libraries, mental
health, alcoholic programs.

We were able last year to balance a budget of $52,800,000. We re-
tained all 2,900 employees. We gave a 10 percent raise, and in May
or April of this year, we declared a $1,820 000 surplus. That sounds
real good, except for one thing. As I saia earlier we cut out $10
million to balance the budget, so all we did was tUae the $1,820,000
and put it back into the various departments, police, fire, the depart-
ment of public works, library, who needed money that we had to cut
out before

Gentlemen, I am telling you, if revenue sharing is not put back and
you do not do it quickly we are in trouble. The law says I must pre-
sent the budget to the council no later than November 5 every year,
a balanced budget.

We are making a study of 20,000 known alcoholics in Baton Rouge.
We have to take money out of revenue sharing for day care centers,
all of the things that they promised us back in 1969 and 1970. They
told us do not worry about it. Do not misconstrue revenue sharing
for categorical grants, because you need this money for brick and
mortar and you need this money for operating purposes.

Thank God we do not use any of these funds for operating pur-
poses. We have not used one nickel.

Had we not been able to use the revenue sharing for brick and
mortar we would have had problems. We were able to help our refuse
department. We were able to build five new fire stations in order to
maintain the No. 2 rating we have in Baton Rouge. We were able to
buy some police cars and build libraries and things that are so badly,
needed.

We did not renege on taxes. We have a 6-percent sales tax. We ap-
&roved the first bond issue in 1965 that was passed in 42 years.

I think one of the biggest mistakes made is to have gotten away
from the OEO and have gone into other things. This is the area where
you can help people, black people.

As mayor of Baton-Rouge and president of the county, as a white
man, there are some people that I cannot reach. When a black man
takes a job with me he is called an Oreo; I am called a Cracker. But
through this OEO program, we can get down to the grassroots, be-
cause when a person loses his or her self-respect or identity as a
human being, that is where your problems come from. Because of rev-
enue sharing, we have been able to get down to the basic things we
need in Baton Rouge, and certainly with fire, police, and all these
things that are so vitally needed to keep America strong.

I will say once again-I know that Senator Long has heard me say
this-that America is the only nation in the world that stands be-
tween freedom and oppression, and when the cities and counties and
States go down, then you have no free America, and all the world
goes down.



72

You have a tremendous responsibility in the Senate Finance Com-'mittee and in the Senate to make sure that we get these funds as soon
as possible.

We in counties cannot have deficit spending and I think it is good
in one Vay. It is tough to say no, andwithout the help of the U.S.
Senate and Congress in. tting this bill through immediately, there
are going to be more problems.

The sooner you get on with it, the better off we are going to be, and
the better and stronger America we are going to have.

Senator Long, it is nice to see you again, sir. I will leave you with
'that.

The CHAIRIMAN [presiding]. I am concerned. I might ask you,
Mr. Dumas, with the various strings that the House put on this bill,
I know they can say a lot of those things, that they have a lot of appeal.

I notice that you are in the process of being reelected. The people in
your city have shown good judgment in keeping you in office a long
time. If they are halfway grateful, they are going to keep you in as
long as you want to serve.

I happen to notice that the black citizens of your community gave
you an overwhelming endorsement.

Mr. DUMAs. Seventy-five percent.
The CHAIRMAN. If you lost a black vote, you did not lose many,

and those black citizens were equally helpful to the Governor of the
State and to the committee of the U.S. Senate, and others.

What is your thought about that aspect, that you are going to do
everything you can to try to see to it that our black citizens, not only
have what is right for them, but what has been denied to them in the
Past.

If someone has reason to think that there is some discrimination,
I am all for the courts and everybody else enforcing civil rights laws,
but what is that going to do as far as your administration of city
affairs? If it is someone who does not have a good case, but maybe
dreams up some unintended wrong to tie you up in court, or to tie you
up here in Washington, what problem would that give you in trying
to provide for all of these citizens, including those outstanding black
citizens who have given you an overwhelming majority in your city I

Mr. DtrMAS. If were in the House and I wanted to defeat this bill,
I could throw in so many things, you would have to dislike one of them.

The thing is, the House has put so many strings attached to it that
-it is making it almost unbearable.

Take the day care centers, without day care centers, there are a
lot of black people in my community mothers who want to work, but
they cannot work unless they have a place to take care of their children.

So we went on and we funded the day care center because this helps
relieve the welfare rolls. It takes these people off welfare, and it allows
them to earn a living and maintain their dignity as a human being
and as a citizen, whereas before, they must rely on welfare.

The neighborhood youth centers, the mental health centers-we
spent $150,000 to build a building to start mental health. Over 1,000
people have gone there, people who need mental health assistance, and
through revenue sharing we were able to do it.

These are the things I am talking about, the human, basic things
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that makes this country so great, and in my experience, I am glad to
say that we were able to get 75 percent of the black vote.

I think it is something that we have reached the point now where
all people in the cities and in the counties are Americans, whether they

- are black or Mexican or whatever race, they are all Americans, as far
as I am concerned.

One of the greatest things that I have done since I have been mayor,
was to form the OEO or the community advancement. We were abl
to take care of the senior citizens and provide meals-on-wheels and all
of these things that people have been neglecting in this Nation. It is
being done with revenue sharing because we cannot take it out of our
operating budget.

We have so much money that we collect, and without revenue shar-
ing we just cannot do it all.

I think that the strings that have been attached are an insult to the
intelligence of the mayors and the county officials and the Governors
and the legislators. To say that we trust you by a vote to send us up
here, but we won't send funds back.

If you are getting ready to go out and make a loan of $2,500 for a
downpayment on a house, ang all you can find is $1,500, then you
cannot get any more. That leaves $400 or $500. You lose the house tat
T.ou would have gotten, and you just have to find some other way of
living.

So I say, it was good in the early days, and it is great now.
The CHAIRMAN. I am concerned about a provision in the House bill.

that says you cannot discriminate based on age or disability. At least,
you cannot discriminate based on age. It may be disability too.

Let us assume that you want to do something to help your aged
citizens, you want to provide them some meals or some service, you.
want to help these dear, sweet, old people. You have an interest, and'
so do I.

Then you go and find a provision in Federal law that you cannot"
discriminate in favor of some aged person, then that means you cannot,
have a program for meals on wheels, if you want to, for the old people.
You can't have some kind of service that you provide just for them to
help them with their problems.

How are you going to deal with that, if you have to live with it I
Mr. DuMAs. I guess it is a process of elimination, if you are not

allowed to use funds for that we would have a problem. We have one
of the finest councils on aging. We set it up in 1967..

There was a great article in the paper, Senator, about what we have
done for our senior citizens. I think that is an area where we have all
been neglectful.

We not only serve meals on wheels, but we have mini buses that
can take these people over to the shopping centers and they are given,
discounts.I We have homes for senior citizens where we, through our committee.
wereable to go and provide entertainment for them.. A few Sundays ago we had at the Hilton Inn over 1,500 senior citi-
zens. We were able to get the Hilton to allow us to use one of their
big rooms, and we had over 1,500 senior citizens.

'We were able to buy some refreshments for them, and there were
1,500 senior citizens that had never been treated like that before. I.
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think it is something that all of us must take into consideration. If you
put restrictions on it, you might as well just keep it-not that I would
advocate it.

I think that we have got to have it. You have got to have money in
your operating budget in order to do the things that the fire, police,
and these other departments do.

If you don't have the money, you have to cut down something.
Usually it is something you cannot afford to cut out, or somebody who
can ill afford to have it cut out.

The CHAIRMAN. I have a great admiration for the chairman of the
House committee, Jack Brooks. No better friend when I agree with
him; no tougher opponent when I cannot agree with him, but Chair.
man Brooks came out saying he was against the bill. He is going to
kill it anyway he knows how to kill it, so he is going to haul it down
with restrictions and proceeds to explain that he is going to have civil
rights restrictions on it, you are going to have all sorts of things for
the aged, for religious discrimination, everything else that could be
conceived.

When a man starts out by telling you that he is against a bill,
against it, he is going to kill it anyway. He knows well how to do it.
There are so many things that will not work.

After doing all of that, would you not think that that was Greeks
bearing gifts in that kind of situation ?

Mr. DUMAS. I cannot talk about Texans. I married one of them.
I think that Congressman Brooks did his homework. I think he

was against this for whatever reason. He was more than proud of his
own attitude.

That is the same place that the Governor came from.
To me, I think it is quite interesting that a little State like Texas

receives so much Federal aid. Like I said once before, by the time
that you go and check all the Federal programs, if they get any more,
you are going to have to double take the State of Texas.

They have theirs. I take my hat off to Congressman Brooks. He did
a good job.

I would have done the same thing, confused the issue.
The CHATIAN. He is a good man, and I love him. I wish we could

have kept him in Louisiana. He probably would have created problems
for us, if we had.

What is your reaction to all of this hel p in terms of the provision
that you cannot do anything that might discriminate based on some
religious aspect of it? You cannot help the aged. The Government is
going to have civil rights laws to end all civil rights laws, as a condi-
tion of revenue sharing.

How does that affect you I
Mr. GosoN. Mr. Chairman, the U.S. Conference of Mayors has

taken the position, the less strings attached the better.
We have been able to prove that we have used this money effectively.

We really do not need to have it tied up,
We are not opposed to the civil rights accountability provision

At the same time, we do not want to have a lack of due process for
governments. This is what we are talking about.

It is not only individuals who should have due process but the
government should have due process. If our funds are cut oi because
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somebody brings a charge without having any hearing, we are going
to have problems.

The city of Newark is 60 percent black, 10 percent Spanish speaking,
30 percent minority group, that minority group happens to be white.
We do ood things for our white citizens in Newark. [Generallaughter.]Mr. Giaso;. The important thing to point out is that any govern-

ment official can be harassed by an individual or by a group that we
have not turned all this general revenue sharing money to them. That
can happen to anybody here.

* We do not want to be restricted in providing basic services to our
citizens. We have accountability. We have proven that thi'ough the
life of this program.

None of us are arguing against accountability. We are arguing
against restrictions that will not allow us to provide basic services.

The CHAIRMAN. I was very dismayed a while back. We had a sum
of money in the State of Louisiana for education. Here is something
that had been kicking around for about a year, and we finally managed
to get it.

in half of those parishes, the money is being held up. You do not
need to ask for a waiver to begin with. By the time you finally got the
attention of the General Counsel over at the Department of Health,
Education, and Welfare, finally reached him, he had decided the
matter before sundown that night, and he did it.

The whole thing is all over with. M ind you now, in eight of those
parishes, there never was a problem. That did not keep them from
having the money held up, and having to wait until they lost teachers
just because they could not get a decision out of Washington.

I am very much concerned about this prospect of having your money
held up while somebody dreams up some sort of idea that might create
a problem, like they aid in HEW-with all good intentions, I am
sure-saying this father-son day in a high school, no more. I don't
understand it.

Next thing you know, your money is out because you had a father-
son day. Nobody understands.

I am proud that this committee tried to go the extra mile. Some of
us want to go all the way with no strings at all. All we want to know
is, if you have the money, that you spend it for the benefit of your
people, that the money was used. that somebody did not pocket the
money and go home with it, and that is all we want.

Mr. Dum.s. I agree with Senator Nelson. The budget that we have,
the $8 million we received ler year for 5 years, this is separate from
everything else. We do not include it in our oprating budget.

I agree with you that we cannot even spend a nickel, unles we in-
troduce it at one minute and held over 2 weeks at the next meeting at
a public hearing, everything in this thing.

If we change any funds in thisnthig at all, say one time I think
it was $25,O0-ess than what we thought the Job was going to be, so
we had to advertise for this in order that this $25,000--met me regula-
tion, which was all right. We did that anyway.

I agree with you that you can keep tabs on your operating budget
and the amount of money that you iave. It is only $8 million out of
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$80 million, a little more than 7 percent in the budget, so I do not see
any real argument in the House at all.

We are doing what we should do, and what we have been doing,
and I think that these men at this table here all represent the great
number of people--if they do not like a thing, get rid of us.

My time is coming up on the second of November. I will find out,
and letyou know how.I make out.

Senator Bmn [presiding]. Senator Packwood I
Senator PAcKwooD. I have a question from Senator Fannin. It

relates to one-of the strings under the present law, the Davis-Bacon
'Act.

I will start with Mr. Dumas, first.
As you know, any project that uses at least 25 percent revenue shar-

ing funds has to observe the Davis-Bacon Act provisions. Would you
favor the elimination of that provision in this new bill to be passed !

Mr. DumAs. No, sir. I think it is under the Federal program. You are
talking about the Davis-Bacon, which is another name-

Senator PACKWOOD. The prevailing wage act.
Mr. DUMAS. Everything that we biult, we had the prevailing wage

where we had Federal money.
Senator PACKWOOD. That is a Federal string you do not mind?
Mr. DUMAS. Not at all. It is something that is always being done.
Mr. PotxKz I would answer the same way, as far as the city of

St. Louis is concerned.
Mr. GmsoN. We also do it in the city of Newark.
Governor Lucrr. As long as the language stays as it is in the present

law, as far as Wisconsin is concerned, we have a State prevailing wage
law.

Mr. SAnO. In Minnesota, we also have State prevailing wage laws.
Iam not that familiar with the provision.

I believe the House at one time expanded it. I know there were a
lot of people that had rather strong objections to the extension of it.

Senator BRoOK. The House bill would require prevailing wage on
all construction. We now require, under the present law, prevailing
wage if 25 percent for the expenditures of the project come from rev-
enue sharing.
SThe problem that-has been presented to us, out of the 39,000 com-
munities that receive these funds, over half Of them get less than
$7,000. These are very small towns, and if you give them the prevailing
wage, you eliminate any opportunity for the revenue sharing to do
any good, because you are going to raise their cost more than $7,000.
Therefore, they lose.

Mr. DUMAS. Make an exception to the rule.
Senator Bnoc. That is what I am reaching for. I think you have

to have some judgment. .
Either we keep the current law tliat Mayor Gibson suggests, and I

agree, or we have some exception for very small communities.
Then you get into an administrative problem. It is very difficult

for the (ffioe of Revenue Sharing, with the small number of people-
and they are trying to keep it small.

How do YoU handle that !
";Wouldnt we Just be better just to stay with the current law? If
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you use 25 percent of the project's money out of revenue sharing
funds, you use Davis-Bacon. Is that not the best way.

Mr. PoELx. That would be acceptable to the majority of the cities
and the National League of Cities who have been confused by whole-
sale application of it to all construction, if they have any revenue
sharing money.

Senator PACxWOOD. All of you have commented on the civil rights
enforcement section in your statements. Basically, what it comes down
to is what we want is a fair section, and I think that the witnesses who
will testify later who are disappointed in the present civil rights en-
forcement will say the same thing. We want a fair section that makes
sure when there is discrimination that it can be remedied, but the local
government is not harassed by anybody who brings a suit and you
lose your money for 3 months, 6 months, 1 year, while the suit is
pending ..Can any of you give use any advice as to how you draw a process
that is quick, credible, and is fair to both sides in this kind of situation?

Mr. DuMAs. We have been through that in the past few months. We
passed a Fair Employment Act. It was approved by the council, so
that the citizens in the parishes, in the case of unfair employment
practices would meet and discuss it.

Senator PAcKwooD. What happens to the money during the interim,
between when the charge is made before an Administrative Officer
of the Office of Revenue Sharing or a district court judge? That can
drag on for 1 year-2 and 3 in some cases-in the courts of law.

What happens to the money in the interim ? Does it keep coming, or
is it cut off?

What should happen if, at the end of 2 years, you find that you
were, indeed, discriminating?

Mr. DuMAs. The hardest thing is when you have to give money back.
That is what you call motivation.

Senator PACKWOOD. There is no greater motivation than the thought
that you might lose your money.

Mr. DuMAs. If you know you are going to get a ticket to rn a red
light, maybe some people will and some won't. You are not likely to
run that red light.

That is the motivation to keep you from running it.
Senator PACKWOOD. What do you do in this interim?
All of us at the end pretty much agreed, if there is general discrimi-

nating, you will keep discriminating and you will not get your general
revenue sharing money.

How do you work it out so that it is fair to the plaintiff and yet the
city is not unduly penalized during a 3-month, 6-month, 1-year pend-
ency of a suit, if you want to call itthat ?

It may not be a suit in a court but an administrative hearing?
Mr. POELKER. It should be left up to the decision of the court, not

the Secretary.
Senator PACKWOOD. Would you say there should be no money cut off

during the pendency of the suit ?
Mr. POELKEi. As long as the suit is pending and the locality has not

been found in violation until that time. I do not remember the exact
language, but the civil rights language was included in the public
works/countercyclical bill.
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If you could adopt similar language in this bill, at least the Treasury
Department, which has the responsibility for enforcing both of those
acts, both the countercyclical/public works bill and the revenue shar-
ing bill, would have the same set of guidelines to deal with both en-
forcement proceedings.

I forget what the specific language is, but it is surely a more accept-
able language than is in the House bill on revenue sharing.

Senator PACKWOOD. What happens if you get to keep the money dur-
ing the pendency of the suit, and at the end of the suit, you are iound
guilty of discriminating? Is that just tough luck for the past year?

Senator BnoCx. The judge would have the discretion-
Mr. Po KEiR. The judge would have the discretion of levying what-

ever disciplinary action he decides.
Senator PAOKWOOD. At the end of the hearing, and you have been

found guilty, and the judge says, all right, you cannot do it anymore.
My hunch is at that stage, you are going to come into compliance.
What you are saying, until that stage, there should not be any with-

holdin of funds?
Mr. Po mxmx. I think that that would be the sense of most of the

members of the League of Cities, although we have not really defined
that in our policy statement.

Senator PACx WOOD. Mayor Gibson?
Mr. GsON. Senator, I think to withhold prior to commission, so to

speak, is unfair. We are talking about due process.
It would seem to me that there can be provisions for whatever period

of time would be decided upon, whether there would be, upon convic-
tion, that future funds could be withheld.

Senator PAOKWOOD. After conviction, a court of administrative law
officers could say, if you are going to comply, comply pretty quickly or
you will not get any more money.

You agree basically with the two previous speakers. During the
pendancy of the decision, funds should not be cut off?

Mr. GIsom. Let's make the other supposition. Suppose you are
proven not guilty.
- Senator PACKWOOD. I agree.

The problem comes in the length of time. Without trying to have
undue administrative burdens in the civil rights area, yet all of us want
to make sure that there is no discrimination. Is there a way to do it
quickly? A way to do it fairly, so you do not have something hanging
for a long period of time, wondering whether you are discriminating,
either having the funds held up, or wondering what is going to happen
at the end ? That whole frustration.

Mr. Gmsow. Really it is the administrative mechanism that is cre-
ated to carry out. That can be done, given the proper staff.

I do not think in past years, we have had proper staff and equipment
to really enforce it.

Senator BROCK. Under the current law, if you have staff, you would
have a quick decision?

Mr. GmsoN. That is right.
Mr. DuMAs. One thing that I would do. The first time that that

happened, we were being sued, the first thing I would do is get in
touch with my people to make sure that there were not any other vio-
lations that had not been filed.
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We would be checking the records over quickly to make sure that
there were no others.

In other words, you talk about compliance if there is an error made,
then right away we will be catching it to make sure we would not have
two, three of them.

Senator PAC~wOOD. I hope we can come to some rational decision on
the civil rights question.

How do you procedurally make it fair?
The other fundamental- question is, do you understand your own

priorities ?
Can local government really decide whether a park block is more

critical than a day care center, that a fire engine is more critical than
a boat? As far as I am concerned, the Federal Government has to
come to the conclusion of yes.

If you do not know that you need a fire engine more than a park
block, who does? There will be witnesses following you that will
testify-I have read their statements-that you do not understand the
proper priorities. Somehow, you overlook the poor, the oppressed, the
lame, the blind, and special interests have more power with you than
they do with us, and those downtrodden groups would get a better
shake from the Federal Government.

What is your response to that ?
Mr. DUMAS. My answer to it, is the last two times I have run, I have

carried 114 of 114 precincts. Somebody must know something.
I thank you very much.
Mr. PoEIM rn. There is not any question about mayors and Governors

and county officials being aware of what the priorities are in their
communities.

What confuses a lot of these groups is that they want to establish
the priorities, and I think therein lies the problem.

I think that we have access, you know, through the mayor's office
or through the Governor's office, through our council, and through our
agency and through our citizen participation programs that we know
what the needs are better than anybody else.

Establishing the priorities gets to be a very difficult thing, some-
times. You do not please everyone. Those who are not pleased that
everything is going through a social program of their liking, they may
be very sincere in what they are proposing, but as far as local mayors
and governors knowing what the needs are and how they establish
the priorities, yes; I think they are very capable and have responded
as well as can be expected to the needs of the people.

Senator PACKWOOD. Let me read you the statement that Mayor
Gibson gave last year. I think it is as good as I have seem-I hope,
Mr. Mayor, that it would still be the same one.

I asked you roughly the same question. You responded:
You know, because people talk to me, I know what they want, I know what Is

needed. If anyone can tell me that they know more about what the people in
Newark want then I do, they are wrong.

Is it still the same answer ?
Mr. Gmsow. Yes, sir.
Senator PACKWOOD. Thank you.
I have no further questions.
Senator Bywn. Senator NelsonI
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Senator NELSON. I have taken up too much time this morning.
Senator ByRD. Senator Roth?
Senator ROTH. I have only a couple of quick questions.
I believe that tho Governor, in his testimony, came out in favor of

the local government units using funds for schools. That was the first
part of your testimony.

I do not believe the others touched on that- Do you agree with that
change?

Mr. POELKER. I would not, in as far as our city is concerned. Our Na-
tional League of Cities has not taken a positive stand in that direction,
but since the schools in our city are funded under a separate taxing
base, and also administered by a separately elected board, I think that
the role of the States and the Federal Government ought to be directly
processed through education programs that are directed at resolving
education needs, and not put the burden upon mayors in their revenue
sharing programs to try to-identi-fy another priority in schools.

Senator RoTI1. You earlier saidwe ought to keep it as simple as
possible.

Mr. POELKEIR. As simple as possible, but traditionally education and
municipal service have been separated in most parts of the country.

There is no restrictions on the States allocating their revenue shar-
ing money to educational projects.

Mr. SABO. I would not favor it if it were mandatory that the local
unit had to pass it on to education.

I see no problem with it. My judgment would be-
Senator ROTH. Just to make it permissible.
Mr. SABO. I am sure the city councils and county board commission-

ers around the country are going to use those funds for city and county
purposes. It could happen that there is mixed school governments in
some place, and they choose to make that decision. Fine.

Senator ROTH. One of you made some reference to our new budg-
etary procedures and setting up the priorities within that.

I would like to get your viewpoint as to the future. A great deal of
controversy and discussion here has been whether we should go the
route of categorical grants or special revenue sharing and general
revenue sharing.

As we move down establishing priorities--I am not talking about
this particular piece of legislation today. I hope we can get it through
as simply as possible. -

When we go down to future years, what is your preference, as a
general rule? I am not saying either/or.

Do you prefer Federal funds flowing through a revenue sharing
approach, or do you prefer that the emphasis be on categorical grants?

Mr. DUMAS. That was the way we did it before categorical grants.
We all did it together.

We got into revenue sharing, as I stated earlier, not to confuse reve-
nue sharing with categorical grants. We go back home and somebody
says, you mayors got all the money in the revenue sharing. That was
not meant to'be that way in the first place.

This is what has caused a lot of apprehension among the NAACP
and the other groups, and like in New Jersey, the minority groups are
afraid that through this process that they are going to lose some money
that they cannot afford to lose.
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Like the social programs, there are some good ones, and you have to
keep those programs but you cannot afford to do all those things. That
is where we got into this thing it is.

I wish they would leave it like it was.
Mr. POELKER. I would like to respond to that, Senator.
I think the National League of Cities' policy statement, as well as

the policy statements issued by the Advisory Commission on Inter-
governmental Relations are identical, calling attention to the fact that
there is a place for all three of the programs in the relationship of local
government to the Federal Government, general revenue sharing, the
bloc grant approach, and categorical Programs, because I think that
they are dealing with three kinds of different, specific kinds of aids.

I think that there is a role for the continuation of all three
approaches.

Senator ROTH. I am not suggesting that we rule any of them out.
What I am saying is that when we look down at the new budgetary

procedures, we are trying to live within a budget. We are going to have
so much additional money each year to spend.

I realize it is hard to talk in generalities. I wonder, as we go down
the road-and we are not talking about doing away with categorical
programs, or special revenue sharing; I think you are right.

I just wonder, as we look down, whether you have any preferences
in that manner or approach as to additional funds, rather than doing
away with the old.

Mr. POELKER. There is no question about it. The general revenue
sharing and bloc grant approach provides opportunities for annual
increments that will assist local programs, but as we get into specifics
of unemployment, and we get into health and others, I think that
those are rifle shots at particular problems that local governments have
really not been in a position to deal with because they are influenced
by-national conditions. Therefore, I think in those areas a categorical
approach has to be one of the targets.

Senator Row. GovernorI
Governor LUCEY. My general tendency is in favor of the bloc grant

revenue categorical aid. f you recall some of the spaghetti charts that
were part of the budget presentation of the administration last Janu-
ary, it is something that I think has to be examined very carefully
by the Congress.

When you consider 35 different categorical programs for highway
funds alone, and a couple of dozen that deal with school lunches and
60 or so that deal with health I think that we have just got to reg-
ularize this process, and consolidate some of these programs.

Senator Rom. Consolidate and simplify.
Governor Luezy. Exactly.
Mr. DuxAs. If I may say one more thing: if you are going to help

anybody at all outside of revenue sharing, I believe that the Congress
is going to have to take a look at, say OEO community advance-
ment charts. This is one of the more vital entities of any local gov-
ernment today, and without that help, without those people there,
we will continue to have problems.

We do not have that now, because we have a tremendous CEI in
Baton Rouge, and I am proud of it. I am sure that other cities have
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problems. That is one place Congress could concentrate on to help
people who need help.

This is the whole thing.
Mr. SABo. Senator, if I might respond generally, I agree with Gov-

ernor Lucey that for ongoing programs, I think bloc grants -are so
much better than categorical grants. I think they are much more
productive.

In my judgment, one of the things that Congress needs to try to
remember, they have different roles in the development of a program.

My judgment is that many of the categorical programs in the mid-
1960's served a very useful purpose, focusing the attention of the Con-
gress, the people of this country, the State governments, and the local
governments on particular problems.

The approach was iised for focusing attention. It may not be the
approach for carrying on a program after a given period of time.

I think that limited the attention-getting approach that may fit a
category, it is not a particularly good mechanism after that attention
has been gathered.

Senator RoTm. One final question.
As you well know, I am sure, that bloc grants make the Hatch

Act apply to State and local operations. Has there been any sug-
gestion about the Hatch Act applying as a result of revenue shearing?

Mr. POELKER. I think that there was a ruling. I do not know
whether it was a judicial ruling, but it says that it does not.

I think that the question was raised in the early stages of the
present law.

Governor LucET. I was just talking to Ms. Tulley here who admin-
isters general revenue sharing. I hope she will have a chance to
answer some questions.

On this question here, she said that they got into court and they
got a legal ruling that the Hatch Act does not apply.

Senator Romi. Thank you very much.
Senator Bym. Senator Gravel?
Senator GRAvEL. We will be receiving testimony on this subject later

in the day, but I want to get you on record with regard to the inclusion
by the House in the nondiscrimination section of the item of religion.

There may be a move to include that in the Senate. What are your
views?

Mr. Dvxis. I think this country was founded on separation of State
and religion. As far as I am concerned, that is still what it is. I do not
think religion should be brought into it at all.

I think that we can help. I think it is a matter of discretion.
If somebody needs some help, I do not think you have to put it on a

legal basis. They can belong to any religion they want to. If they
needed help, they would be taken care of.

I have never been bothered with that problem.
Senator Gn.vzv. You would be for leaving religion outI
Mr. DuMs. From my point of view, yes.
Mr. PoErrm. I would support that, too. Just as an individual, I am

not speaking for the National League of Cities at present. I do not
know how everybody in that organization would feel. I do not think
it is necessary to include that in the discrimination section.
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Mr. GmsoN. I do not know how we would get into a definition of,
or dealing with, religion in this context. If we are going to have anti-
discrimination provisions and enforcement, I have no problem with the
word. Again, it is a question of accountability.

As Senator Packwood pointed out, if we get in a rapid enforcement
of antidiscrimination enforcement, I have no problem with religion
being discussed.

Senator GRAVEL. If it were left in, it would go according to the plan
that Senator Hathaway was talking about. You would have no
problem?

Mr. GmsoN. No, sir.
Senator BROOK. Not the way it is in the House bill.
Mr. GmsoN. What is it?
Senator GRAVEL. I would interpret it this way. If we did not let the

moneys be tied up during litigation, and later they are caught discrim-
inating, they ought to pay the money back, and that is the punishment.
Under the House bill, if they were under litigation, they would have
been punished, because they would have been denied the funds-
punishment before the fact.

They made a very strong case in that regard.
The House added the provision of religion to the act, and I under-

stand we will be receiving testimony from the Catholic and Jewish
groups asking that we hold to the 1964 act in definition, which had
some kind of exclusion with respect to religion.

So what I was trying to ascertain, if we want to go back to the
1964 act, and keep that word "religion" as was added by the House,
you would have a situation as defined by Senator Packwood, as I
understand it now, that the moneys would not be held up if there is
litigation with respect to discrimination.

I would not be terribly disturbed if the word "religion"-were part
of it, since nobody would be denied funds in that regard unless there
was actual discrimination proved as determined by a court decision.

Senator RoT. Would the Senator yield ?
Senator GRAVEL. I yield. #
Senator Rom. I would just like to point out that in my judgment,

the so-called Packwood approach would not resolve the problem raised.
The inclusion of the word "religion" raises some very serious substan-
tive problems that would not be taken care of by procedure. Some of
these funds do go into both parochial, Protestant and Jewish religious
organizations, and inclusion of the word "religion" would raise some
very serious questions, in my judgment, and would be a serious
mistake.

We cannot remedy this, in my judgment, by procedure. It is a matter
of substance.

Senator GRAVEL. Let me add to that. Let us take a hospital, a Cath-
olic hospital that would receive some funds to handle a contractual
old folks program. Catholic hospitals do not discriminate. They just
happen to be run by Catholics.

If there is no discrimination because of religion, there would not
be discrimination.

Senator BRoCK. That is not the danger.
Senator GRAv. Let's take a Jewish hospital which received Gov-

ernment moneys that then discriminated in favor of Jews as opposed
to other people.



84

Senator ROm. I would like to point out that I got a copy of a letter
to Senator Long dated July 9 from the Federation of Jewish Philan-
thropists in New York objecting very strenuously to the word "reli-
gion," because they point out,lif you have school lunches of some sort
sponsored by a religious organization, that you can challenge it on that
basis. That is my concern.

The problem you are raising is that religious organizations are play-
ing a very significant role in some of these programs, and if you rule
them out, because they are primarily serving one group or another,
you are creating a serious problem.

The only way you can correct it is to leave out the word "religion."
Senator BROCK. Can you imagine how long a mayor would stay in

office if he started giving money directly to a religious group ip his
community?

Mayor, how long would you last?
Mr. DUMAS. You would find yourself in a box that you could not

live with.
Senator GRAvEr,. If you had a situation where you had a Catholic

hospital in your community, which I am sure you do, and you gave
them funds to provide some service, let's say to administer an old folks'
food program or handle contractually the meals on wheels, would they
be able to get away with it if they actually discriminated pro-Catholic
in that program?

Mr. DuMAs. There would be such a line at my house that I would
have to get a traffic light put up.

Senator GRAVEL. If we take it out, that could very well happen. But
if we have religion in there, and there was no way they could stop those
funds except through litigation, then you are not substantively hurt
by the addition of the word "religion" in there, are you?

Mr. DUTMAS. The only thing I can say, Senator, if I wanted to really
help kill that bill, I would say, yes, leave it in there. I do not want the
bill killed.

That is exactly what is going on, if they put that in there. You can
rest assured that, as the Senator said here, there is no way that any
mayor or Governor or county official or Senator or anybody can live
with it, because there are so nany different religions.

In my city, we do not fool around. The Baptists have their hospital,
the Catholics have theirs, and the women have their hospitals.

We do not have that problem in Baton Rouge, but they all need
money, just like churches.

Senator GRAVEL. I think we-can argue tomorrow in the markup the
merits of that issue.

I would like to get the views of Governor Lucey.
Governor Luc Y. I do not think I have too much to add to what has

been said. We would like to eliminate discrimination wherever we can.-
I notice they also have "handicapped." In the latest Executive order

I put out in the State government involving discrimination, we in-
cluded handicapped.

When you deal with talking about discriminating against the aged
and religion, there is a tendency to get involved in a lot of legalistic
arguments that go back to what Chairman Long suggested earlier.

- Maybe some of these amendments are put in here simply to make the
bill unworkable. They were put in, in some instances, by people who
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had indicated to the House of Representatives that they wanted to see
the bill killed.

Mr. SABo. I tend to get confused by this issue, beyond the particular
subleties that may be involved here--I am not sum what they are. I
have read several memos on the civil rights questions, and constantly,
I get confused when I go through them.

]Ido not believe in discrimination. I think people should be treated
fairly, as individuals.

Senator Bnu,. We cannot hear you. Would you use the microphone,
please?

* Mr. SABo. Fundamentally, I very strongly believe that people should
not be discriminated against. They should be treated fairly by govern-
mental institutions, and nongovernmental institutions.

We have to be able to do that by a method that we recognize and
understand our different heritages within this country. Those are im-
portant also, and I read all of these enforcement procedures, and I
guess I have come to the conclusion we have not found a very good
remedy as it involves the public sector.

The types of remedy you can use in the private sector could well be
different than in the public sector. I hear about proposals to cut off the
funds. If it is blatant, I agree with that approach.

On the other hand, none of us have achieved perfection that I know
of yet. We may end up with governmental programs that serve people
which lose.

That does not strike me as being right, either.
I guess I have no specific suggestion. It just strikes me that we need

to keep some sensitivity and some good sense and some flexibility to
not get all tied up in too many rules and regulations. I think we end
up hurting more people than we help.

Senator GRAVEL. I have no further questions.
Senator BnR. Senator Brock?
Senator BROCK. I am sort of distressed by this conversation, be-

cause I think that we are missing the essense of it.
We are trying so desperately in our communities to get church

groups and other voluntary organizations to serve their fellow man,
to expand their services. We are trying to help them.

Our cities, our counties, our States are working with them. It is
grand to stand up here to preach about discrimination. There is not a
man in this room, or woman, who believes that this country stands for
anything other than total equality under the law, but when you start

cutting into this particular bill all of these negatives, what you are
oing is destroying the opportunity for the program to work and moti-

vate the human involvement at the community level, unless you want
to destroy the bill, and obviously that is the purpose of some of these
people.

I do not mind people arguing against revenue sharing. They have
every right in the world to do that. That is a philosophical problem,
and I love to debiite it, but I resent deeply people by device trying to
destroy something that is so fundamental to the future of our free
society.

If we cannot save our local and city and community and State
governments in this country, we are not going to have anything left in
Washington.
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The people of this country had better wake up to that fact. We have
got to preserve the right for the American people to be involved in
the political process.

The decision we make tomorrow, next week, is probably the most
fundamental decision we are going to make in this Congress this year.
Let's keep it in that context.

I want, in every way possible, to encourage the Catholic hospital
in Memphis, the Baptist hospital in Memphis, the Methodist old
folks' home in Nashville, the JO's project for older citizens in Chatta-
nooga to be encouraged, to be supported, because they are helping
human beings. I do not care if they are Catholic, Jewish, Baptist,
black, white. They are human beings; they need; and there is no dis-
crimination in those projects, or we coula not even get them off the
ground.I see no reason for us to, by device, encumber this bill to the point
where simply it will not work. That is what I resent about it.

We have a process of due process of law; that is what America is
all about.

I do not believe that administration justice can work without due
process for all parties. If you keep that in this bill, fine. Discrimina-
tion, period.

We should not try to spell out what kinds. Discrimination of any
sort should be inimical to what this society is all about, and it is, but
if we do it in the context of due process of law and the process of the
judicial system and the court system, that works.

If we are so impatient to destroy the julicial process in order to
accomplish a temporary achievement, that is not justice for the
American people.

I just made a statement, but we had a question last year where most
of us who were here, we had a good time, and it is getting more seri-
ous now.

We need your help up here, and I appreciate your coming.
Senator B YRD. I might say that to me, the great appeal of revenue

sharing is that the decisions as to how the money shall be spent is
made at the level where the individual knows best the individual
communities.

I think that it is important that we leave it that way.
I approve of the concept of revenue sharing. I had difficulty in the

past in supporting it, and have some difficulty now supporting it be-
cause of the heavy deficits that the Federal Government is running.

If we are going to have revenue sharing, it is vitally important
that the funds go back in the name of revenue sharing to the States
and the localities with the least strings attached possible.

Nobody knows Wisconsin better tan Governor Lucey unless it be
the former Governor who sits on this committee, Gaylord Nelson.
Certainly nobody knows the city of Newark better than the mayor of
Newark or the city of St. Louis better than the mayor of St. )ouis,
and the city of Baton-Ropge better than does the mayor of that city.
So I think it is very important that Congress continues this program,
and I am sure it will, not with a lot of restrictions emanating from
Washington, D.C.

T think this -great country of ours is too big and diverse. The condi-
tions are too different from one area of the Nation to another area
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and I hope we can fashion a bill that will have the least possible
strings. I close with just one comment to the mayor of Baton-Rouge
who said he could not make an adverse judgment on Texans because
his wife is a Texan.

I might say I cannot make an adverse judgment on Louisiana, be-
cause my wife is a Louisianian.

I thank all of you gentlemen very much.
[The prepared statements of the preceding panel follow. Oral testi-

, imony continues on p. 112.]
0 -STATEMENT OF HON. PATRICK J. Luczv, GOVERNOR OF WISCONSIN, AND CHAIRMAN,

COMMITTEE ON EXECUTIVE MANAGEMENT AND FISCAL AFFAIRS, NATIONAL (OV-
ERNORS' CONFERENCE

I want to thank the Chairman of the Committee, Senator Long, and the other
* Committee members for this opportunity to present the Governors' views on the

urgent need to renew general revenue sharing.
On behalf of the National Governors' Conference I want to acknowledge the

strong leadership the Chairman has provided for the revenue sharing program
over the years. State and local governments and their constituents are very
appreciative of your past efforts. It is now, more than ever, that we need that
leadership.

As I am sure you understand, States and their local governments have their
share of differences. In fact, we disagree much of the time. But we are of one
mind when it comes to revenue sharing, and we are appearing together here
today to urgeyou to reenact promptly what we believe to be the single most
useful and successful of all the federal grant programs.

The bill you are considering, HR 13367, contains all the essential elements for
an effective revenue sharing program. It remains the existing distribution for-
mula based on need, population, and tax effort. It contains no additional categori-
zation. It removes the prohibition on using revenue sharing funds to meet
federal matching requirements. Most importantly, by providing advance funding,
it permits States and localities to plan ahead, and that must be done to make
the best possible use of revenue sharing funds.

The commitment to long-term funding in the House-approved bill was a dif-
ficult decision for the Congress In the context of its new budget procedures. I
am confident, however that It is the correct decision-a decision which will pay
large dividends In terms of Improving the administration of the program and
strengthening the federal-state-local relationship.

The current version of the revenue sharing bill differs from the original
revenue sharing law in two important respects. First, the three-year, nine-month
funding provision is shorter than the five-year span of the current law. And,
unlike the present law, there is no provision for an annual increase in the fund-
ing level to account for Inflation. Those changes Indicate an unfortunate dimin-
ishment of congressional support for a program which I believe has worked
very well.

If revenue sharing were made a permanent program with a guaranteed level
of funding, it would be possible for state and local governments to make much
better use of the funds. No longer would States and localities emphasize one-
time expenditures as a hedge against the possibility that revenue sharing might
not be renewed. In the long term, revenue sharing would lessen reliance on the
more regressive torms of local taxation like the property tax. Many States,
including Wisconsin, use revenue sharing for that purpose now.

Wisconsin distributes all of the revenue sharing received at the state level
to local school districts on the basis of need. Between the academic years
beginning in 1974 and 1975, per pupil costs rose 114 In Wisconsin. The Act as
It now stands provides states and local governments with some relief from the
Inflationary increases in the cost of services they provide. It is my hope that
the Committee will add a similar "Inflationary increment" to the provisions of
the bill It is considering today.

I would like to address most of my comments to three sections of the bill
which can and should be Improved. To set the context for my comments, I would
like to draw the Committee's attention to a report produced by the National
Governors' Conference under the auspices of the Executive Management and
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Fiscal Affairs Committee. Entitled Federal roadblocks to efficient State govern-
ment, it is essentially a catalog of federal requirements which impose unreason-
able administrative burdens on. the States.

Taken together, the specifics in the report demonstrate what can happen when
the Congress and a variety of federal agencies do not anticipate the effect on the
States of the Incredible maze of requirements and regulations which often
constitute the "rules of the game" for federal-state relationship.

This "bureaucratization" of grant programs works both ways. For every report
a state employee must fill out, there must he a federal employee to evaluate it,
file it, or take whatever other action mlght be necessary.

Al The result: more and more resources are absorbed in administration while
less money is available for the services themselves. Just as importantly, govern-
ment becomes more and more incomprehensible, not only to the average citizen,
but to those who are charged with the responsibility of making the entire process
work.

For the most part, the present revenue sharing program is free of the onerous
reporting requirements which characterize other grant progams. It is a program
which, more than any other, meets the needs of state and local governments. It
is a program with federal administrative costs of only one-twelfth of one percent
of total expenditures and it is one of the few federal programs which does not
require the addition of any new employees to state and local payrolls.

Finally, revenue sharing is a program which acknowledges that state and local
governments have the capability to make sound, politically responsive spending
choices. It does not presume, as do some other federal programs, that state and
local governments are anachronistic political backwaters whose stock in trade is
discrimination, corruption, and wasteful spending.

State and local governments are more modern, more responsive and better
equipped to administer programs than ever before. The recent period of high costs
and low revenues has forced the States to look carefully at our programs and
expenditures and make difficult spending choices. There is new emphasis on
improved management and accountability. The Congress can be confident that
state and local governments are better prepared now than they were when
revenue sharing was first enacted to make sound policy decisions concerning the
expenditure of revenue sharing funds.

With those observations as background, I would like to make some specific
suggestions concerning the legislation before you.

The citizen participation and reporting requirements In H.R. 13367 are reason-
able--and commendable-in their intention, but not carefully drafted. The re-
quirements are built around the revenue sharing entitlement periods rather than
around the normal budgeting schedule of state and local governments. They
should be redrafted so as to guarantee public participation in revenue sharing
.expenditures as a part of the customary legislative budget cycle. In that context,
it is entirely appropriate to have separate hearings to discuss the use of revenue
sharing dollars.

The bill also requires that the proposed and actual use reports developed by
local units of government must be filed with the Governor of the State. In my
case, that would mean two reports from each of nearly 2,000 local government
units during each entitlement period. Though the data provided in the use
reports might be of some utility to me as a Governor, I can see no purpose in a
mandatory filing requirement for local governments. It is likely that the reports
would reside In a filing cabinet until they turned yellow, and then they would
be bound up and recycled.

Several provisions of the bill require an annual independent audit of the
accounts of all recipient governments. That requirement is excessive. I do not
understand why it is necessary to require the expense of an annual audit for
all state and local government jurisdictions.

Audits should be conducted on a regular, periodic basis, but not each year.
They should be restricted to the actual uses of revenue sharing and only supple-
mented by the minimum amount of additional information that Is necessary to
put revenue sharing expenditures In the context of the total budget. Though
I am sympathetic with the desire of the Congress to have available to them
enough information to evaluate the expenditure of revenue sharing funds, I
believe that objective can be accomplished without such a comprehensive audit-
ing policy.
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This unnecessary and expensive audit requirement presumes that state and
local governments do not pay sufficient heed to their own financial affairs. I have
seen no evidence to substantiate that assumption, and I believe it to be false.

I -also have some misgivings about the anti-discrimination provisions of the
bill as currently drafted. I believe they are best understood in the context of
the anti-discrimination provisions of the counter-cyclical, public works law
because both are administered by the Office of Revenue Sharing. If at all possible,
the enforcement provisions of both the revenue sharing bill and the public works/
counter-cyclical bill should be identical.

The public works bill provides an uncomplicated enforcement mechanism that
relies almost exclusively on the discretion of the Secretary of the Treasury. The

* revenue sharing bill provides an elaborate and prolonged enforcement process
which guarantees due process to recipient governments in a way that the public
works bill does not. The Committee ought to seek some middle ground between
the two proposals.

An ideal system of anti-discrimination enforcement would emphasize both due
process and simplicity to preclude the federal government from arbitrarily
suspending revenue sharing funds in any Jurisdiction. Deadlines should be short,
and findings of discrimination should be based on an administrative ad Judicial
process which does not rely solely on the judgment of the Secretary of the
Treasury.

Finally, I hope the Committee will recognize that there are some inherent
limitations on the ability of any anti-discrimination enforcement procedure to be
completely successful. We should seek a process which identifies and corrects
discrimination. We should be wary of a process which, in its zeal, becomes so
administratively cumbersome that it does nothing at all.

I urge the Committee to act quickly to reenact the revenue sharing program
so that state and local governments can count on the assistance it provides as
they make their budget decisions. It is a program which has become the corner-
stone of the federal-state-local relationship. It deserves your support and prompt
action.

STATEMENT BY THE HONORABLE KENNETH A. GIBSON, MAYOR OF NEWARK, N.J.
AND PRESIDENT OF THE UNITED STATES CONVINCE OF MAYOBS

Mr. Chairman, Members of the Senate Finance Committee. I am Kenneth A.
Gibson, Mayor of Newark and President of the United States Conference of
Mayors, the national spokesman for Mayors of virtually all cities with popula-
tion in excess of 30,000. I am here today, on behalf of the nation's Mayors, to
endorse the immediate reenactment of the State and Local Fiscal Assistance Act
of 1972. I appreciate this opportunity to appear before you today to express my
views and the views of the Conference of Mayors on this very important program.
As you will recall, Mr. Chairman, when the present revenue sharing law was
being debated in Congress, I travelled to Washington on many occasions to Join
in the debate to urge passage. I am indeed pleased, therefore, to be here today
to share with you my assessment of the program and how well the program has
met its objectives.

The Conference was an early and active proponent of general revenue sharing.
As early as 1966, we urged the federal government to adopt a tax-sharing pro-
gram, which would return directly to local communities a portion of the federal
Income tax without condition as to use. The nation's Mayors Joined with other
local officials as well as State officials to achieve the enactment of the program
In 1972. But, without the fine leadership you, Mr. Chairman, provided in 1972, we
would not have been successful And, your continued support and leadership
are the key to a successful reenactment effort. Local elected officials were united
In 1972 and we are united today in calling for an extension of revenue sharing.
,We are united because we believe that a Federal, State and local partnership
- within the federal system can best be obtained by allocating -responsibilitles con-
sistent with fiscal resources. General revenue sharing, block grants and cate-
gorical grants are essential elements of a program of federal fiscal assistance
designed to realize a strong and balanced federal system, a principle to which
our National is committed. The general revenue sharing program has restored
some balance to the system by making available to State and local governments
a significant portion of revenues from the most efficient and equitable revenue
source in our Nation, the federal Income tax. This balance must be maintained.
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This is why the United States Conference of Mayors, in July at its 44th Annual
meeting,- reaffirmed its policy which strongly endorses the continuation of the
general revenue sharing program and called for its immediate reenactment. At.
tached to this statement is the Policy Resolution on General Revenue Sharing
adopted this year by the Conference. The key elements of our policy are: (a)
Immediate reenactment of the program; (b) an annual growth factor in the
funding level sufficient to compensate local government for losses due to infla-
tion; (c) program to be continued for not less than five and three-quarter years
with consideration of future extensions to commence at lease two years prior to
the expiration of the existing law; (4) program to be authorized and committed
on a continuing basis unrestricted by the annual appropriations process; (0) a
guarantee of non-discriminatory expenditure of funds with adequate provision
for due process for all individuals and governments involved; and (f) an ac.
curate population count must be developed or some method devised to distribute
the numbers of persons known to have not been counted among the population
centers where they are presumed to reside.

I should like to highlight some of these elements for your consideration.

CONTINUATION OF THE PROGRAM

As originally enacted, general revenue sharing had the following objectives:
(a) To relieve the fiscal problems of hard-pressed local governments having
inadequate or inflexible tax bases; (b) to reduce the regressive burden of State
and local taxes by substituting revenues from progressive federal income taxes;
and (o) to give people at the local level the resources and the flexibility to
develop solutions suited to their unique problems.

These objectives are relatively modest but important-a fact which somehow
has gotten lost in the current debate on the merits and the problems of the pro-
gram. When the record is matched against these three goals, we find that the
program has been a good one and is indeed worthy of continuation. In most
instances, revenue sharing monies have been used to develop and implement
programs responsive to meet the needs at the local level. Drug abuse programs,
improved police protection, subsidized transportation for the elderly, new sewage
treatment facilities, recreation programs for youth, and hot lunches for the
elderly are just a few examples of such undertakings.

Due to the economic recession of the past two and a half years, the fiscal
relief objective has yet to be realized. Because of the negative effects of double.
digit inflation, soaring energy costs, and high levels of unemployment, most of
our cities and many of our States are faced with, and will continue to be faced
with, substantial service deficits. We have been forced to cut essential municipal
services, lay off personnel, raise local taxes and/or postpone necessary capital
improvements to prevent service deficits from becoming illegal dollar deficits. All
of those actions at the local level run counter to current federal actions to
stimulate the economy. It has been estimated by the Joint Economic Committee
that in Fiscal 1976, State and local government tax and expenditure adjustments
have removed $7.5 to $8.0 billion in desperately needed fiscal support and
stimulus from the economy. If the general revenue sharing program is not
continued or if reenactment is delayed, local budget adjustments would be of
such magnitude that the nation's economic recovery, albeit weak, would be in
serious jeopardy.

The regressive burden of local taxes has been eased in many instances be.
cause of revenue sharing. As the chief local elected official, we Mayors know how
harmful excessively high property and sales tax are to our communities. Indus-
try and middle-income citizens are driven from our central cities, their flight
facilitated by our national housing and transportation police While the un-
skilled, the jobless and the elderly remain behind. These changes have meant
increased service demands on city government at the same time that the ratable
base on which property taxes can be levied to pay for them has decreased
severely. In the City of Newark ratables have dropped by 20 percent during the
last decade, and If inflation were calculated, the loss would be even greater.
Cities, therefore, have had to raise their taxes higher and higher to meet the
increased costs of Inflation and increased service demands from shrinking tax
bases, thus perpetuating the problem. For Newark; and for most of our cities
holding down property taxes, and/or reducing them Is indeed a worthwhile use
of revenue sharing monies.



91

Before revenue sharing began, Newark's property tax rate was $9.63 per $100
assessed valuation. Because we were able to use our revenue sharing dollars
to meet the costs of basic service delivery, we were able to stablize our property
taxes and break an ever-rising property tax spiral that had already cost us
hundreds of businesses and left us with thousands of abandoned houses. Be-
cause of revenue sharing and our own efforts to cut costs and increase efficiency,
we were able to reduce our property tax burden two years in a row. But, due to
the current economic recession, this downward, healthy trend in our property tax
rate came to an abrupt halt in 1975. If we are to achieve any success at all in
our efforts to stablize this problem, we must be able to count on the continuation

- of the only program which enables cities to provide vital city services while
* reducing the regressive burden of local taxes. This propam is General Revenue

Sharing.
This program of sharing federal revenues receives upport from not only

local and State government officials. Studies conducted orl general revenue shar-
ing point out that there is general satisfaction with the program, not only among
local officials but among the citizenry at large. Moreover, the Brookings Ifistitu-
tion research on the political effects of revenue sharing indicates that for a
significant number of governmental units examined, revenue sharing has stimu-
lated citizens and organizations to look to a greater degree to city, county and
state governments to meet their needs.

General revenue sharing has also, "opened-up" the operations of local govern-
xents so that our activities are in the public's eye more than ever before. Now,
pressure for progress is being applied by community organizations at our level
whereas, before revenue sharing, attention was focused at the national level.
Such program results as these help to maintain a strong, balanced federal system.

The U.S. Conference of Mayors endorses the continuation of revenue sharing
because it is a necessary element of the Federal aid system. It is a compliment
to-not a substitute for--categorical Interest and block grants which support
local programs in broad, functional areas of national interest. Revenue sharing
monies are used for priorities set by local elected officials which may vary
from one community to another and for which categorical grant aid may not be
available. Revenue sharing assistance is general support assistance to reduce the
fiscal disparities of our intergovernmental system. Each of these three elements
must be in place and operating concurrently to assure a federal system effectively
meeting the needs of the people.

oZM 0F 1l"DWNG

A major element in the U.S. Conference of Mayor's policy on general revenue
sharing is the level of funding of the program and the amount of annual increase
in the total amount of shared revenue. The current program provides for a very
modest annual increase of $150 million-this translates Into an annual rate of
increase at 2.5 percent. This has been woefully inadequate given that infla-
tionary rates plaguing city blidgets during the past three years have been
hovering around 15 percent annually. Alan Campbell, Dean of the Maxwell School
of Public Affairs has documented that between 1972 and 1974, cities, counties
and townships lost about $3.8 billion of purchasing power due to inflation. This
amount is equivalent to approximately 80 percent of their total general revenue
sharing entitlement in 1974.

As employers and consumers, cities can attest to the destructive impact of
inflation. As employers, cities must keep pace with the ever-escalating wage,
settlements In the private sector. As consumers, cities confront daily increases In
the costs of natural resources and materials. Fuel costs have soared dramatically;
costs of such necessary items as chemicals and asphalt continue to climb. The
current economic crisis has seriously undermined the capacity of many of our
cities to provide those essential public services for which they are accountable.

Federal fiscal assistance to States aid local governments has not kept pace
with the soaring costs these governments face. The community development
program--a program highly sensitive to inflationary pressures due to Its con-
struction nature-contains no annual growth factor. Increases in domestic social
service programs have been minimal, at best. And, the 2.5 percent annual Mere-
ment in the current revenue sharing program translates into a "real" decline.
Cities' expenditures cannot continue to increase while our revenues continue to
lag behind. Our efforts to keep these two in line have had disastrous effects on
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our city residents. The marginal employees, the minorities, the young and the
older workers as well as the elderly on fixed incomes reside in our cities in great
numbers. They have already suffered unduly as a result of our current economic
crisis. We cannot expose them to further hardships.

To prevent this from occuring, the U.S. Conference of Mayors strongly recom-
mends that the funding level of the general revenue sharing be sufficient to
compensate State and local governments for the higher costs they face. The
Administration's proposal of continuing the annual increment at $150 million ts
not acceptable. Brookings Institution has demonstrated that in real terms, the
value of revenue to be shared with State and local governments over the decade
1972 to 1982 (general revenue sharing began in 1972 and, If the Administration's
proposal Is passed, will carry through to 1982) will decline by 24 percent. The
Conference of Mayors believes that unless the annual increment in program
funds reflects increased costs, cities and states will be unable to cope effectively
with the fiscal disparities they face. We strongly urge, therefore, that the annual
Increment in the revenue sharing funds be increased to not less than $350 million.
This translates into a growth rate of approximately 5.0 percent-a rate more in
keeping with what inflation projections are.

MULTIIAR3 ZX'rRNSION

The U.S. Conference of Mayors strongly endorses a five and three-quarter year
extension of the program. This length of time would provide the necessary long-
term commitment to state and local-government. Without this long-term Federal
commitment, the budgetary planning processes of State and local government
would suffer. Priority-setting would be rather short-range and the programs
developed to meet these priorities would be viewed as transitory rather than
permanent. During the past four years, we have found that the guarantee of
revenue sharing funding has motivated many cities to examine their priorities
In a multi-year context. We have developed some long-range strategies for dealing
with some of our problems. The uncertainty connected with a short-term Federal
commitment would surely undermine cities' ability to deal effectively with the
pernicious nature of urban problems.

T e Conference also recommends that Congress begin Its consideration of
future extension of the program at least two years prior to the expiration of
the existing law. Local budgetary planning has been severely disrupted during
the past year because of Federal legislative inaction. Congress' delay in re-
enacting general revenue sharing has particularly hurt those cities which budget
on a July 1 fiscal year. They were forced to adopt budgets for an entire year
but which contained only six months of revenue sharing money. These cities had
no other choice since they did not know whether the program would be continued,
or if continued, whether it would be substantially altered. If we are ever to
achieve effective long-range program planning at the local level, we must have
some degree of certainty from the federal government about the future of major
programs such as general revenue sharing. This certainty could be obtained If
federal legislative consideration of future extension of the program begin at
least two years prior to expiration of the existing law.

METHOD OF VFDING

The Conference of Mayors strongly endorses entitlement funding of the
general revenue sharing program. This would guarantee continuity and depend.
ability of funds at the local level. More Importantly, entitlement funding does
not violate the Congressional Budget and Reform Act of 1974-an Act which the
Conference of Mayors actively supports. Entitlement would provide a degree of
funding so that our cities could develop and implement sound strategies to deal
with our urban ills. Without this certainty, we would be forced to program plan
on a year-by-year piecemeal approach-certainly a most Ineffective strategy to
attack the kinds of problems our cities face.

CIVIL RIGHTS EWIMOMENT

The U.S. Conference of Mayors has been a long time advocate of strong civil
rights enforcement and believes in nondiscriminatory use of all monies spent at
the local level. However, federal civil rights enforcement requirements are oft
times duplicative and contradictory In nature. We recommend that a strategy
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be developed to consolidate and coordinate federal civil rights enforcement in
general and that due process be observed in any withholding of funds from
local government.

POPULATION COUNT

The distribution of revenue sharing funds occurs through a formula. However,
the formula is only as good as the quality of the data used. If the data are
inaccurate, the formula loses its credibility and a maldistribution of funds
occurs. This is precisely what has happened with the population figures used in
the general revenue sharing funds. By the Bureau of Census' own estimate, an
almost eight percent undercount occurred in the 1970 Census of Population
primarily in the Black and Latino populations. Our central cities have been

* and continue to be penalized in their formula allocations because of this under-
count. The U.S. Conference of Mayors urges Congress and the Administration
to develop some method of accurately counting the population or of distributing
the numbers of persons known to have not been counted among the population
centers where they are presumed to reside. For many of our larger cities, an
eight percent undercoun. of the majority population represents a significant loss
of funds they would otherwise be receiving.

Mr. Chairman, I would like to conclude my remarks by reaffirming the commit-
ment the Mayors cL the nation have to the general revenue sharing program.
We believe that it is essential to a healthy urban American and a vital link in
our intergovernmental fiscal system. We feel that we have expended and
accounted for these funds in sound and uniform methods. We feel that the
program has survived its "testing" period quite successfully. We look forward
to working with this Committee and with the Senate on this very important
piece of legislation. The U.S. Conference of Mayors hopes that you will move
decisively in the next few weeks to insure immediate enactment of the general
revenue sharing program and that the final legislative package will reflect the
suggestions and recommendations that I have expressed today.

Thank you.

U.S. CONFRENCE OF MAYORS,
Washington, D.O., July, 1976.

UNITED STATES CONFERENCE OF MAYORS PoI.icy RESOLUTION ON GENERAL REVENUE
SHARING ADOPTED AT 44TH ANNUAL CONFERENCE, MILWAUKEE

Whereas the General Revenue Sharing program has become an integral part
of the Federal system and has strengthened the role of local government in that
system; and

Whereas local citizens view their locally elected officials as being accountable
for the expenditures of revenue sharing dollars, and such accountability has
invigorated the local decision-making promess; and

Whereas the majority of local governments' revenue sharing funds are being
used to maintain and improve basic urban services such as police and fire pro-
tection, sanitation collection, mass transportation, health care facilities and
numerous other vital city functions as well as many innovative programs that
otherwise could not have been developed; and

Whereas the costs of and demands for these basic city services have in.
creased at alarming rates over the past several recession years and the pur-
(basing power of the revenue sharing funds since the 1972 enactment has been
eroded 20 percent; and

Whereas this Is especially a factor for the older, densely populated central
cities, which must provide higher levels of service to greater numbers of people,
oftentimes with a diminishing tax base from which to secure local funds; and

Whereas currently central cities are being penalized in their formula allo.
cations because of a significant undercount, between seven and eight percent,
in the 1070 census of population occurring primarily in the black and Latino
populations and to a lesser degree In other traditional segments of the popula-
tion ; and

Whereas due to the Congress' inaction, many local governments have suffered
disruptions In their' budgetary process and have been denied the time necessary
to adequately plan for levels of funding; Now, therefore, be it

"I6-811-78.----7
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Resolved, That the U.S. Conference of Mayors reaffirms that the reenactment
of the General Revenue Sharing program is one of the highest legislative pri-
orities for the 94th Congress* and be it further

Resolved, That the U.S. Conference of Mayors pledges its support to vigor-
ously work for and to actively press the 94th Congress to reenact general rev-
enue sharing Immediately; and be it further

Resolved, That the U.S. Conference of Mayors endorses an increase in the
annual funding level of the General Revenue Sharing program to compensate
for inflation; and be it further

Resolved, That the U.S. Conference of Mayors urges the Congress and the
Administration to develop a more accurate method of counting the population
than presently exists or of distributing the numbers of persons known to have
been undercounted among the population centers where they are presumed to
reside; and be it further

Resolved, That the U.S. Conference of Mayors endorses the position that the
new program should be continued for not less than five years with consideration
of future extensions to commence at least two years prior to the expiration date
of the existing law; and be it further

Resolved, That the U.S. Conference of Mayors reaffirms its position that the
new program should be authorized and committed on a continuing basis, un-
restricted by the annual appropriations process as provided for by the Congres-
sional Budget and Reform Act of 1974, in order to guarantee continuity and
dependability of funds; and be it further

Resolved, That the U.S. Conference of Mayors calls upon the Federal govern-
ment to include In the civil rights provisions of the Act a guarantee of non-
discriminatory expenditure of funds with adequate provision for due process for
all individuals and governments involved; and be it further

Resolved, That the adoption of this resolution addressee Itself to the legisla-
tion now before Congress and does not prevent this Conference, at a later date,
from considering changes in criteria for distribution of funds or a higher level
of funding.

STATEMENT OF THE HONORABLE ,TonN POELKER, MAYOR OF ST. Louis, ON BEHALF
OF THE NATIONAL LEAGUE OF CITMS

The following is a summary of points made in the attached testimony:
1. We urge the Senate to extend the revenue sharing program for a minimum

of 5/ years.
2. We urge the Senate to adopt the entitlement financing mechanism con-

tained in the House bill. Entitlement financing will provide guaranteed long.
term funding completely within the context of the Budget Reform Act.

3. We urge the Senate to adopt at least a $350 million annual growth rate
for the revenue sharing program. One of the principle defects of the House bill
Is its failure to provide a modest rate of growth for the program. This repre-
sents a very modest 5.0 percent growth rate In FY 78, declining to 4.1 percent by
FY 82.

4. We urge the Senate to adopt the current revenue sharing formula. How.
ever, in order to allow the formula to achieve its objectives, the 175 percent,
local government cap should be gradually raised to 175 percent.

5. We urge the Senate to simplify and make more responsive the citlUen
participation, reporting and publication provisions contained In the Houe.
passed bill. Specifically, (a) all hearings, publication and reporting requirements
should be linked with each recipient government's fiscal year and not with the
federal government's fiscal year; (b) only the actual use report should be sent
to the Office of Revenue Sharing: (c) the planned use report should be locally
generated, and should not be required to conform to arbitrary categories e
tabltshed by the federal government; and (d) prior to the beginning of each
entitlement period, each local government should sign and return to ORB an
assurance form that would pledge compliance with all the provisions of the
Act.

6. We urge the Senate to adopt suitable civil rights language which guaran.
tees due process for both the cititen and local government.

7. We urge the Senate to adopt realistic auditing provisions which would
require regular, periodic audits of revenue sharing fund. The provision In the
House bill for annual audits Is Igipractical and exorbitantly expensive.

Mr. Chairan, and Members of the Finance Committee, I am John Poelker,
Mayor of St. Louis, and I am testifying on the behalf of the National league
of Cities. The National League of Cities represents nearly 15,000 cities, and
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earlier this year the League's Board of Directors, on which I serve, established
the reenactment of the general revenue sharing program as the highest legisla-
tive priority of the nation's cities. On behalf of our entire membership I wish
to commend the Finance Committee for its prompt consideration of this vitally
important legislation.

I would like to submit for the record a copy of the National League of Cities'
revenue sharing policy statement. This policy was developed by NLC's Revenue
Sharing Task Force which is co-chaired by Mayor Moon Landrieu of New
Orleans and myself. It was presented to, and unanimously ratified by, the full
membership of the National League of Cities at our annual convention. Since
our convention, the Revenue Sharing Task Force has continued to meet to
further develop and refine the policy of the organization. The Task Force looks
forward to playing an active role in the Senate proceedings and! stands ready to
assist this Committee and the Congress in achieving reenactment.

liefore addressing the specific Issues surrounding the reenactment legislation,
I Would like to take a few moments to clearly focus the general revenue sharing
program within the broader context of our Intergovernmental fiscal system.
As our policy statement indicates, the National League of Cities is committed
to a comprehensive approach to federal fiscal assistance to urban America. Gen-
eral revenue sharing, block grants, and categorical grant-in-aid programs are
the essential vehicles by which the federal government transfers billions of
dollars to state and local governments. Each of these three delivery mechanisms
represents a markedly different approach to federal assistance-but approaches
whose goals and objectives are complementary. General revenue sharing must
be considered within this overall context. It is one piece of an extremely large
and diverse Intergovernmental system which also contains over 900 categorical
grant-in-aid programs and 4 block grant programs. Attachment I graphically
displays revenue sharing within this larger context.

In addition, revenue sharing must be considered In the context of the pressing
fiscal conditions facing local governments. I do not need to repeat the statistics--
I am sure this Committee Is all too familiar with the devastating impact that
double-digit Inflation, double-digit unemployment, and double-digit interest rates
have had on our nation's cities.

I wou(I finally like to remind this Committee of the importance of state and
local government to the nation's economy. The magnitude of the state and local
sector requires the federal government to develop a coordinated intergovern-
mental approach to solving our economic problems. As of 1972, 47.5 percent of
all government expenditures took place at the state and local levels, and em-
ployment at those levels was four times greater than federal employment. With
the public sector accouLting for more than 32 percent of the gross national prod-
uct, and state and local governments accounting for over 45 percent of the
combined public sector, common economic sense should dictate federal sensi-
tivity to the budgetary problems facing state and local governments.

Unfortunately, there are many members of Congress who do not understand,
or do not wish to understand,-the importance of the revenue sharing program
In maintaining budgetary stability at the local level. There are those who argue
that the program should be terminated-there are those who argue that only
a short term extension should be granted. I would only remind these critics
that a healthy national economy cannot bi achieved unless fiscal stability and
economic prosperity return to otir cities. Without revenue sharing, the nation's
cities will be forced to take counter-productive budgetary actions which will
seriously undermine an already weak economic recovery.

We believe that the extensive research that has been conducted on the revenue
sharing program, coupled with the data that has been supplied by individual
communities to their Congressional delegations clearly show that the revenue
sharing program is accomplishing its Intended objectives. These objectives are:
(a) Relief from the escalating fiscal pressures on state and local government'.
(b) relief from the regressive burden of state and local taxes; and (c) flexi-
bility to develop innovative solutions to the complex problems which plague
our urban environment.

In addition revenue sharing also strengthens the essential function which
local governments play in our federal system-functions which include the dis-
persal of governmental powers, opportunities for direct citizen participation, the
capacity to be responsive to local needs, the capacity to effectively implement
national goals in local situation, the potential for experimentation, and the
diversity which supports long term stability and effectiveness.

In judging the program. the Congress must keep in focus these objectives,
and must not attempt to thrust upon revenue sharing the burden of correcting an
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the weaknesses in the Ameriean federal system. The unique and distinctive
objectives of revenue sharing, block grants, and categoricals must be recognized
and each must be judged accordingly.

Given these introductory remarks, I would now like to turn my attention
to the specific provisions of the revenue sharing legislation.

We urge the Senate to extend the revenue sharing program for a minimum
of 5M, pcars.-WhIle NIP remains committed to establishing revenue sharing
as a permanent feature of our intergovernmental system, we believe that a
5%V year extension will provide the necessary long-term fiscal commitment to
state and local government.

We urge the Senate to adopt the entitlement flnanoing mechanism contained
in the Unuse bill.--Entitlement financing will provide guaranteed long-term fund-
ing completely within the context of the Budget Reform Act.

Unfortunately, there has been a great deal of misunderstanding regarding en.
tlitlement fInating. There are those who argue that all entitlement financing is
a form of "back-door" spending which violates both the Budget Reform Act and
the prerogatives of the Appropriations Committees. In order to clarify how en-
titlement financing relates to revenue sharing. I am attaching some background
Information Mhieh should prove Informative (see Attachment II). I would just
roemphasize two points: (a) Entitlement financing does not violate any of the

•ok-ions of the Budget Reform Act; and (b) Entitlement financing will assure
. ,ng-termn revenue sharing funding completely within the context of the newly
estahlished Congressional budget process.

We urge the Senate to adopt at least a $850 million annual grolvth rate for the
rerenue sharing prograin.-One of the principal defects In the House hill is its
failure to provide a modest rate of growth for the program. The House bill
freezes the program at $6.65 billion annually, in spite of the fact that the exist-
Ing $150 million annual growth rate has proven totally Inadequate in terms of
comnpenqating for the declining "real dollar value" of revenue sharing funds.

$150 million Is approximately 2.2% of $6.65 billion, while city governments have
experienced an inflation rate in excess of 10% over the past 7 years.

We would hope that this Committee would take a very careful look at a study
dne by the Metropolitan Studies Program at Syracuse University entitled The
Impact of Inflation on the Expenditures and Revenues of Six Local Govrn-
meats, 1971 -1971. This report concludes that ". . . the widely and heralded
General Revenue Sharing program is virtually devoid of any element of inflation
responsiveness,. Coming as such aid does, from a fund of predetermined size,
it is dlifllcult not to conclude that Its Inability to supplement basic allocations
during periods of inflation is a major flaw In the present General Revenue Shar-
ing p-rogram."

l'o substantiate this conclusion, the study analyzes projected revenues and ex-
penditures growth due to inflation, projected expenditures-revenues gaps due
to Inflation and estimated general revenue sharing entitlements through 1979 in
six local governments. The revenue sharing payments are based on projections
made from the Administration's reenactment bill which continues the $150 mil-
lion annual Increase. Table III shows that revenue sharing payments will not
cover the Inflation-caused budgetary shortfalls in the six communities. In fact
iii Atlanta, New York, and Snnhomlsh County, revenue sharing payments will
account for less than 30 percent of the projected shortfalls.

I would also refer this Committee to Dr. Richard Nathan's testimony before
the llouse Budget Committee on September 18. 1975. Dr. Nathan, who is Di-
rector of the Brookings Institution Revenue Sharing Monitoring Project told
the Budget Committee:

A central fact about the revenue sharing program is its failure to keep up
with inflation. In real terms, the value of shared revenue to the 39,000 state
and local governments that received these payments has declined. . . . This
cumulative shortfall of $11.9 billion means that the 1952 allocation will, in
real terms, be 24 percent below the 1972 allocation . . .

While the National League of Cities would ideally like to see the revenue
sharing program tied to a given percentage of the federal personal income tax
base. we are aware of the Congressional opposition to further "indexing" of
federal programs. Therefore, we would urge the Committee to report a revenue
sharing reenactment bill, which provides for at least a $350 million annual
increase in the funding level. This represents a very modest 5.0 percent growth
rato In fiscal year 1978, decllning to 4.1 percent by fical year 1982.

We urge the Senate to adopt the current r-eenue sharing formula. However,
in order to alloo the formula to achieve its objeotives, the 175 percent local gov-
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eminent cap should be gradually raised to 175 percent.-We believe that the
present revenue sharing formula, which includes population, a measurement of
fiscal capacity (tax effort), and a measurement of need (per capita inome) pro-
vides for an equitable distribution of funds.

Unfortunately, there has been a great deal of misunderstanding regarding the
responsiveness of the revenue sharing formula to relative "needs." It should be
understood that the present formula is responsive to "needs"-that the funds
are not distributed on a simple per capita basis. For example, most central
cities, when judged by a variety of measurements, clearly have a larger "needy
population" than their surrounding suburbs. Tables IV and V help to illustrate
this point. Table IV shows that within SMSA's, the central cities receive a much
higher proportion of shared revenues than is their share of the population. Table
V shows the per capita revenue sharing allocation for selected central cities and
their wealthy suburbs.

We urge the Senate to simplify and make more responsive the citizen partici-
potion., reporting and publication provisions contained in the House passed bill.-
The House, in its efforts to improve the program, failed to adequately distin-
guish between the dual objectives of the public disclosure requirements. These
objectives can be identified as follows: (a) To promote more effective citizen
participation in the revenue sharing decision making process; and (b) to pro-
vide more meanin::f-fl information to the federal government as to the effects
of general revenue sharing funds on local budgets.

'nfortunately, tho specific provisions of HR 13307 do not accomplish these
two objectives. Table VI details the provisions In the House bill. It can be seen
that these provisions require submission of the planned use report to the Office
of Revenue Sharing prior to the beginning of the federal government's fiscal
year (October 1). For most cities this submission date has no relevancy to the
local budgetary cycle. Since the planned use report must contain cross-references
to the entire local budget and since its primary purpose is to better equip local
citizens to participate In the local budgetary process, it makes absolutely no
sense to tie this report to the federal government's fiscal year. Using the example
outlined on the chart, a local government with a July 1-June 30 fiscal year would
ie required to hold hearings and then submit Its planned use report to ORS two
months after the adoption of its budget. Citizens would be asked to participate
in a budgeting process that was already completMd. ORS would be inundated with
planned use reports which were In fact actual use reports.

In order to meet the dual objectives outlined above, we wish to make the
following recommendations: (a) All hearings, publication and reporting re-
quirements should be linked with each recipient government's fiscal year and
not with the federal government's fiscal year. Without this integration, citi-
zens will he asked to participate in an essentially meaningless planning and
budgetary process, (b) Only the actual use report should be sent to the Office of
Revenue Sharing. The Information contained in the planned use report Is of
little value to the federal government. The actual use report detailed in 1I.R.
13367 provides all the information that should be of Interest to the federal
government. In addition, the reporting categories In the Actual use report should
follow the budgetary categories used in the Bureau of Census for general
statistical purposes, (r) The planned use report should be locally generated,
and should not be required to conform to arbitrary categories established by the
federal government. The purpose of the planned use report is to inform the
public about tentative decisions regarding the allocation of revenue sharing
funds. Each commulty should he free to devise its o~n form to meet this ob-
jective; and (d) Prior to the beginning of each entitlement period, each local
government should ktgn and return to ORS an assurance form that would
pledge compliance with all the provisions of the Act. This form would also
contain an estimate from ORS regarding the recipients' revenue sharing alloca.
tons for the upcoming entitlement period.

We urge the Senate to adopt suitable ci vil tights language wthch guarantees
due process for both the citizen and local government.-City officials agree
that the rights of individuals is of utmost importance. However, provisions deal-
Ina with civil rights must be workable and fair to all parties, including those
citizens and institutions who would be adversely affected if funds were lre-
eipitously cut-off without preliminary opportunity for due process. Since the
Treasury will be responsible for both the revenue sharing program and the
countercyclical assistane program, the civil rights provisions in both of these
laws should be compatible.

We urge the Senate to adopt realistic auditing provisions which would require
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regular, periodic audits of revenue sharing funds. The proWision in the House
bill for annual audits is impractical and exorbitantly expe8ie.-Periodle
audits, perhaps every three years, will provide adequate assurances to the public
that the revenue sharing funds are being properly spent.

I appreciate the opportunity to present these views on behalf of the National
League of Cities. I would conclude by saying that during the past 4 years revenue
sharing has become an integral part of local budgets--in community after com-
munity, it Is providing the fiscal underpinning for the maintenance of essential
government services. I firmly believe that government officials at all levels--
federal, state and local--can take pride In Its accomplishments. Its success is
directly attributable to its simplicity, its flexibility, and its certainty. I urge the
Committee to act favorably on our recommendations to insure an effective con-
tinuation of the revenue sharing program.

ATrAcnmnlrr I

ESTIMATED FISCAL YEAR 1075
FEDERAL ASSISTANCE BY FUNCTION
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Source:ii~i Report!i~i s,

Souce:Reprtto the Congres by the Comptroller General of the United States.'Fundamental Changes Are Needed In Federal Assistance to State and Local Govern-
ments," Aug. 19, 1975l.

ATTACHMENT II

QUESTION & ANSWERt FACr SHEET oN ENTITLEMENT FrINANCING

Question. Does entitlement financing provide state and local government with
a high degree of certainty regarding their revenue sharing payments?

Answer. Yes; once the legislation has worked its way through the procedures
of the Budget Act, including the referral to the Appropriations Committee if
necessary, then the funding would be guaranteed for the duration of the
program.

Question. Does entitlement financing violate the Senate Rules? Ii it subject
to a point of order on the Senate floor?

Answer. No ; entitlement financing is a recognized form of spending under the
Budget Act. Annual jurisdiction over entitlement programs by the Appropria-
tions Committee was specifically rejected by the House/Senate Conference Corn-
mnittee on the Budget Act. (The House-passed bill would have made all entitle-
mnent programs subject to the Appropriations process.) Instead, the Conferees
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agreed to provide the Appropriations Committee with a limited 15-day review
of entitlement programs, if the funding exceeds the dollars provided in the
latest Budget Resolution. (See Attachment "Entitlement Financing as Defined
by the Budget Reform Act").

Question. Would entitlement financing prevent Congressional review and
scrutiny of the revenue sharing program?

Answer. No; while entitlement financing would provide assured funding for the
duration of the revenue sharing program, it would not prevent Congress from re-
vewing the program at any time. For example: (a) The Senate Finance Com-
mittee has the authority to conduct oversight of the revenue sharing program,
and at any time could report legislation to alter the nature of the entitlement.
(b) Entitlement programs must be included in the Congressional Budget Resolu-
tions. The Budget Committee could at any time review the program and recom-
mend that the entitlement be reduced. (o) During the 15-day referral to the
Appropriations Committee, the Committee has the opportunity to review and
offer an amendment to the program. However, this referral only takes place dur-
ing the year the entitlement is being enacted.

ATTACHMENT 11-2

ENTITLEMENT FINANCING FOS REVENUE SHARING

Entitlement financing is a recognized form of spending under the Budget Re-
form Act of 1974. Section 401(C) (2) (c) of the Budget Act defines entitlement
financing as the authority: "to make payments (including loans and grants),
the budget authority for which is not provided for in advance by appropriation
acts, to any person or government If, under the provisions of the law containing
such authority, the United States is obligated to make such payments to per-
sons or governments who meet the requirements established by such law."

Entitlement financing is not a form of "back-door" spending. It is subject to
carefully defined procedures. For example:

Entitlement legislation is not exempted from any provision of the Con-
gressional budget process. It must: (1) Compete with all other programs
for funding in the Congressional Budget Resolution; and (2) it must abide
by the calendar requirements established by the Budget Act.

All new entitlement legisliittbn emerging from Committee must be re-
ferred to the Appropriations Committee if the legislation generates spend-
ing over and above the spending that Is contained In the most recent Budget
Resolution. The Appropriations Committee is given 15 days to review the
legislation, after which it must report the bill to the Senate floor. An amend-
ment to the entitlement legislation may be offered by the Appropriations
Committee, and may accompany the bill to the floor. (The Appropriations
Committee amendment may only pertain to the funding level and not to any
other provision of the entitlement legislation). Once on the House floor,
the Appropriations Committee amendment (if any) is voted upon, followed
by a vote on the entitlement legislation.

Once an-Wtltlement hill has been enacted into law, payments are automati-
cally made for the duration of the program.

!egislative Process Involved in 2nactIng
A 3-3/4 Year Entitlement Bill

for revenue Sharing
Senate Finance
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ArrACVUNT 11-8

ZNTITLELENT FINANCING DEFINED BY THE BUloT RIFORU ACT OF 1014

The Congressional Budget and Impoundment Control Act of 1074 defines three
types of new spending authority, one of which is entitlement financing. Section
401(C) (2) (c) defies entitlement financing as the authority: "to make payments
(including loans and grants), the budget authority for which Is not provided
for in advance by appropriation acts, to any person or government if, under the
provisions of the law containing such authority, the United States is obligated
to make such payments to persons or governments who meet the requirements
established by such law."

One of the principle objectives of the Budget Reform Act i to bring so-called
"back-door spending" within the scope of the appropriations process. Section
401 (C) (2) defines three types of new spending authority and Sections 401 (a)
and (b) set forth their relationship to the appropriations process. The Budget
Act does not require that all new spending authorty be dependent upon subse-
quent actions by the Appropriations Committees. Distinctions are drawn betweenthe three types of spending and specific exemptions are provided. The first two
types of new spending authority, which are defined as contract and borrowing
authority, must contain a provision that funding Is effective only to the extentsuch amounts are provided in a subsequent appropriations act (Section 401(a) ).

However, the conference committees which reconciled the difference between
the House-passed and Senate-passed versions of the Budget Act declined toapply blanket Appropriations Committee jurisdiction to the third type of new
spending authority, entitlement financing. The Conference Report stated (Section
401(b) Entitlement Authority) :

"The House bill provided that new entitlements could he effective only as
provided in appropriation acts (the same procedure as for contract andborrowing authority). The Senate amendment established a procedure for
the referral of entitlement legislation to the Appropriations Committees
under a 10-day time limit.

"The conference substitute, like the Senate amendment, provides that It
shall not be in order to consider entitlement legislation which would have
an effective date before the start of the new fiscal year. The purpose of thisprocedure is to make entitlements effectively subject to the reconciliation
process. As provided in the conference substitute entitlement legislationwould be referred to the Appropriations Committee only if it would gen-erate new budget authority in excess of the allocation made subsequent to
the latest budget resolution (as specified in Section 302). The Managers in-
tend the Budget Committees shall provide background information as to
such allocations. Such referral would have a 15-day limit, with the Appro-
priationq Committee automatically discharged if it has not reported during
this period. The Appropriations Committee may report the hill with an
amendment limiting the total amount of new entitlement authority. Themanagers eml)hasize that the Jurisdiction of the Appropriationq Committees
shall relate to the cost of the program and not to substantive changes In
the legislation."

In addition, the conference committee agreed to exempt certain types of pro-grams from the new procedures for contract, borrowing, and entitlement au.
thority. These are: all existing social security trust funds: 90 percent Qelf-
financed trust funds; general revenue sharing to the extent provided in subse-.
quent legislation; the outlays of certain government corporations; and gifts to
the United States.

The entitlement mechanism agreed to by the House does not activate the rev-
enue Pharine exemption. Instead, It defines revenue sharing as an entitlement
program subject to all the provisions of the Budget Control Act.
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TABLE Ill.-PROECTED REVENUE AND EXPENDITURE GROWTH DUE TO INFLATION, PROJECTED EXPENDITURE.
REVENUE GAP DUE TO INFLATION, AND ESTIMATED GENERAL REVENUE SHARING ENTITLEMENTS, 1979

Revenues as General Entitlement
Expenditure Revenue Expenditure. a percent of revenue as a percent
growth due growth due revenue gap projected sharing of projected
to Inflation to Inflation, due to expenditures entitlement budgt aa.

1974-71 1974-79 Inflation, 1979 1979 19 19 9

Atlanta ............ $46, 688, 000 $17, 502250 $29,185,750 37.5 $8,205,675 28.1
Erie County .......... 78, 606981 63, 613,069 14,99S,912 80.9 11,871,301 79.2
Lexington ............ 704,298 378, 997 325301 53.8 230,522 61.7
New York City ........ 2,810, 289,262 1,393,296,003 1, 416,993,259 49.6 292,984 100 20.7
Orange County ........ 61,331,916 45,621,60 15,710,056 74.4 12,678,272 80.7
Snohomish County .... 9, 319, 805 6,26, 7 8,692,848 67.8 2,232,290 25.7

Source: Calculated from table IV-A and IV-B, and "Budget of the United States Government, Fiscal Year 1976." Com-
piled by the Metropolitan Studies Program of the Maxwell School of Citizenship and Public Affairs, Syracuse University.

TABLE IV.-PERCENTAGE DISTRIBUTION

Inside SMSA's

Central portions

Central Other local Outlying Outside
Total cities governments portions SMSA's

Shared revenue ....................... 69.8 30.9 27.8 11.1 30.2
Population .......................... 68. 9 15.5 37.6 15.9 31.1

Source- App. A, "Analytical Approach for Considering Comparative Local.Area Benefits From Federal Revenue Sharing."
Allen D. Manvel, May 30, 1975, p. 26.

TABLE V.-PER CAPITA REVENUE SHARING ENTITLEMENTS IN SELECTED CENTRAL CITIES
AND THEIR SUBURBS

Per capita Per capita
Central city and suburban cities income entitlement

Los Angeles ....................................................... $3,951 $32.56
Beverly Hils. .................................................... 11, 159 4. 33
Cities other than Lot Angeles ........ ........... ............... 3,808 6. 14

Chicago ................... .3,402 19.89
Winneta ..................................................... 9,904 3.68
Cities other than Chicago ................................................ 4, 356 6. 5S

Detroit .................................................................... 3, 200 27. 79
Gross# Point Farms ........................................................ 9,011 3.83
Cities other than Detroit ................................................... 3,858 16. 24

Minneapolis ................................................................. 3,483 14.50
Edina ...................................................................... 6,511 4.11
Cities other than Minneapolis ........................................... 4,137 4. 39

Cleveland ................................................................... 2.281 1& 13
Shaker Heights ............................................................ 8,101 2.97
Cities other than Cleveland ................................................. 4,366 6.49

Milwaukee ................................................................... 3, 184 19.38
Fox Point .............................................................. 7, 632 4.55
Cities other than Milwaukee ................................................. 4,070 6.47

Source: "General Revenue Sharing: An ACIR Reevaluation," Advisory Commission on Intergovernmental Relations,
October 1974.
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C17zIt PA BICUtTXo-H.R. 18867
January 1-
February 1-
March 1-
April 1-
May 25-Budget hearing at least 7 days prior to budget adoption.
June 1-Local budget adopted, and publication of narrative summary of

adopted budget within 30 days after adoption.
July 1-Local fiscal year begins.
August 1-Actual Use Report submitted to Treasury at or around August 1.
August 25-Public hearing on Planned Use Report at least 7 days prior to

submission.
September 1-Planned Use Report submitted to Treasury at or around Sep-

tember 1.
October 1-Federal fiscal year begins.

STATEMENT OF SPEAKER MARTIN 0. SABO, SPEAKER OF THE HOUSE, MINNESOTA

Mr. Chairman and members of the committee, my name is Martin Sabo. I am
the Speaker of the House for the State of Minnesota and president.elect of the
National Conference of State Legislatures. The conference represents over 7500
legislators from each of the 50 States. I come before you today in support of
the most important fiscal assistance program in the Federal system-general
revenue sharing. I wish to express our support for the renewal of this vital pro-
gram. I will address my remarks to those issues raised by H.R. 13367 which most
concern the National Conference of State Legislatures.

First, the conference supports the continuance of the allocation formula con-
tained In the current law. Such a formula, according to a study by the Advisory
Commission on Intergovernmental Relations, does provide the most equitable
distribution of funds among the 50 States and localities.

Second, the National Conference of State Legislatures Joins the other public
interest groups in supporting long term multi-year funding. This position can be
achieved through the trust fund approach under the current law, or through
entitlement financing as proposed by the House. Neither approach violates the
spirit or the letter of the new congressional budget procedures.

Third, the National Conference of State Legislatures feels that the level of
funding as proposed in H.R. 13367, $6.65 billion is a satisfactory amount for
fiscal year 1977, but the omission of an annual increment will weaken the effec-
tiveness of the program in succeeding years. The current program contains an
annual increase, and we believe that a 6% annual adjustment for this purpose
would not be unreasonable or irresponsible when compared to the current infia-
tion rate.

Fourth, we would urge this committee to adopt workable anti-discrimination
language which provides due process guarantees for aggrieved citizens and for
recipient governments. The provision in II.R. 13367 is more strict than the
language In the present law, but State and local officials are less concerned with
the anti-discrimination language and more concerned about procedural safe-
guards and program administration. State and local governments have been
sharply criticized by civil rights advocates who contend that our governments are
bastions of discrimination. I do not believe that is true: My colleagues are anxious
to comply with prescribed standards. The difficulty facing State and local officials,
as well as Federal enforcers, Is determining what the relevant Federal law is for,
any particular situation. This committee can help reduce discrimination In State
and local government by:

(1) Adopting anti-discrimination language which improves upon existing
law without becoming overly burdensome, and which relates to existing
civil rights legislation for Federal-State programs. This language should-.
strengthen the administration and enforcement of anti-discrimination ac-
tivities. provide procedural safeguards for all the parties, and clarify the
Intent and goals of that provision.

(2) Recommend a comprehensive review of all civil rights laws which ap-
ply to State and local governments and the means used to enforce those
laws. We believe that this would reduce the existing duplicating and con-
flicting rules which we are forced to live with.

Fifth, we concur on the need for improvement of language in H.R. 13367 re-
lating to reports, hearings, and citizen participation.
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Finally, the National Conference of State Legislatures wishes to stress the
need for changes In the requirements for auditing revenue sharing funds. At.
tempts to trace revenue sharing funds to identify their net fiscal effects has been
complicated by their fungibility: That Is, the ease with which they can be trans-
ferred within State budgetary accounts as well as between State and local fiscal
accounts, thereby losing their identity. In general, H.R. 18307 does not seem to
present a consistent view of the fungibility of revenue sharing funds. The audit
requirements seem to recognize the fungibility issue while the civil rights pro-
visions and anti-lobbying section of the bill would allow revenue sharing funds
to be treated distinct from other revenues. Pending settlement of the fungihility
issue, the reference to audits needs to be clarified to establish whether financial
audits are required for all State or local funds or may be required only for rev-
enue sharing funds. The House passed revenue sharing bill also makes it a con-
dition of recipient governments to "conduct during each fiscal year an audit of
its financial accounts In accordance with generally accepted audit standards".
We consider such a principle essential to sound governmental operations. How-
ever, such a practice on an annual basis would impose a heavy financial burden
on State and local governments. It is my understanding that no State including
the State of Minnesota, has an annual audit performed on all of Its financial
accounts and that perhaps one-third of the States have no annual auditing prac-
tices for even part of their accounts. For local governments in Minnesota, such
a requirement, as proposed in H.R. 13367, of annual independent audits, would
require a radical change in current practices, and increase costs imposed on
State and local governments significantly. The cost of an annual independent
audit in Hennepin County, one of our model auditing jurisdictions, is $180,000
ir year. Even the Federal Government does not totally audit itself annually.
Consequently, the National Conference of State Legislatures proposes, with the
other public interest groups, that such audits be conducted on a periodic basis,
with such intervals to be determined by the Secretary of the Treasury as he
feels necessary.

The language of II.R. 13307 refers to accepted audit procedures, a recent
meeting of legislative audit officials revealed that currently there are no such
procedures. If Congress wishes to create some consistency in this area, we
suggest that such audits he limited to financial and compliance audits only, as
described in the GAO publication, "Standards for Audit of Governmental Orga-
nization, Programs, Activities and Function". The National Conference of State
Legislatures also suggests that provision be made for the Secretary of Treasury
to be authorized to accept an annual audit of expenditures by a state govern-
ment or a unit of local government if he determines that the audit complies with
a previously determined, definitive set of procedures. Secondly, a state or local
government should be required to have all of its funds audited periodically If
that government has a minimum annual entitlement of $50 thousand and/or its
population is less than 2500. This proposal and its suggested cutoffs are supported
by the report oq. auditing requirements In II.R. 13367 issued by the General
Accounting Office,

The National Conference of State Legislatures further recommends that the
public and news media have access to auditors' reports and that such audit pro-
cedures be associated with currently existing state and local procedures.

The states have increasingly entrusted their political subdivisions with the
responsibility of administering state fiscal assistance funds with few strings
attached. I urge the Federal Government to similarly recommit itself to strength-
ening this kind of trust and cooperation between the levels of government, by
implementing a revenue sharing program which would defer to the laws and
procedures of state and local government. A poll recently conducted by Lou
Harris found that the public rated state government more worthy of trust than
the Federal Government by a three to one margin. Whether that Is an accurate
perception is not important here, What is Important to note is that the public
has confidence In our ability to manage their business and their money. Your
support for revenue sharing is a reflection of your confidence that working
together in our federal system, we can better serve our common constituents.

I wish to personally thank you, Mr. Chairman and my own Senator Walter
Mondale for listening to our suggestions. Together I believe we can develop a
more effective and efficient program. I would be pleased to answer any questions
you may have at this time,
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STATEMENT OF W. W. DuMAs. MAYOR-PEa!DENT, BATON ROUGE-EAST BATON
ROUOE PARISH, LA.

I am W. W. Dumas, mayor-president of Baton Rouge.East Baton Parish,
Louisiana and past president of the National Association of Counties (NaCo).'
I am here today on behalf of the Nation's county officials to urge pronpt
renewal of general revenue sharing.

County officials have several concerns which they hope the Senate Finance
Committee will address during its deliberations on this legislation which is of
vital concern to every one of our Nation's counties.

1. FORMULA

NACO urges the Senate to continue the distribution of funds to States, coun-
ties, and cities using the existing distribution formula which reflects need,
population and tax effort.

IU. FUNDING

County officials urge the Senate to extend revenue sharing for 5% years
through 1982, as requested by the President. Revenue sharing Is fiscal assistance
and as such should be provided on a guaranteed long-term basis. This enables
counties to use It as part of its long-term fiscal management and planning. We
urge the Senate to approve funding through an entitlement mechanism as con-
tained in the House bill, H.R. 13367.

The original revenue sharing legislation contained an annual increment of $150
million to help counties compensate for the impact of inflation on local budgets.
In 1972 this Increment may have adequately reflected the rate of inflation, but
it certainly does not do so today. Therefore, we ask the Senate to provide a
$35 million annual increment. This is less than a six percent growth rate. We
believe this amount Is clearly Justified to help counties keep pace with rising
costs over which they have no control.

III. CITIZEN PARTICIPATION AND REPORTING REQUIREMENTS

First, we urge that whatever hearings, publications, and reporting require-
Anents that the Senate makes be linked to a county's fiscal year and normal budget
process. Thepurolse of these requirements is to improve citizen understanding
of and participation in county budget decision akIig. County officials whole-
heartedly support this. Since 94 percent of all States counties and cities have
fiscal years different from the Federal Government, it aioes not make sense to
have the reporting done on a Federal fiscal basis. (Attachment A to this state-
ment is a list of the fiscal years for counties.) (Attachment B is a letter to NACO
from the budget director of Fairfax County, outlining this problem.)

Second, we urge that the requirements of the louse bill be simplified so that
there will be no additional red tape and paperwork and the costs associated with
additional reporting required by the House bill. (Attachment C to this statement
is a memorandum from the budget director of lennepin County, Minnesota which
carefully outlines the effect of the House passed language on that county. We
believe It gives an excellent insight Into the problems counties would face were
all of the House language to be adopted.)

IV. AUDITING

We urge that the Senate provide that audits of the use of revenue sharing
funds be made on a regular basis and that these reports be made available to
the public. In attachment C the Ilennepin County officials point out the cost
Involved in annual independent audit of their county. We believe the audit re-
quiremients should insure that the Federal Government and the public under-
stand the use of revenue sharing funds without placing an undue financial and
reporting burden on States, counties and cities.

I The National Association of Counties is the only national organization representingcounty government In the United States. Its membership spans the spectrum of urban
suburban, and rural counties which have joined together for the common purpose ostrengthening county government to meet the needs of all Americans. By virtue efa county's
membership, all its elected and appointed officials become participants In an organization
dedicated to the following goals : Improving county governments : serving as the national
spokesman for county governments; acting as a liaison between the nation's counties andother levels of government ; and achieving public understanding of the role of counties In
the federal system.
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V. uSE o FUNDS

We urge the Senate to allow counties to spend revenue sharing funds for all
fhuctiops permitted under State and local law. If revenue sharing is to truly be
general 'purpose fiscal assistance, then we believe restrictions on use should be
removed. The House bill removed restrictions existing in the present law, but
added a prohibition which we believe is completely inconsistent with and poten-
tially damaging to our Federal system, namely section 123(e) prohibition of use
for lobbying purposes. What bothers county officials about this section, Is that
we believe it could be interpreted (given the fungible nature of revenue Pharing
funds) to mean that no public officials could aplar before Congress to give their
views on this important program. We ask that this provision be deleted because
it could infringe on the rights of State, county and city officials to make their
views known.

V1. NONDISCRIMINATION PROVISIONS

County officials believe that the revenue sharing law must Insure nondlscrii-
natory expenditure of funds while providing due process guarantees for all
Individuals and governments involved. We believe that the purpose of nondis-
crimination laws and administrative procedures should be compliance not
punishment or disruption of government operations. Counties presently deal with
at least 18 civil rights agencies of the Federal Guvernment, each with their own
standards to enforce with their own procedures. In order to obtain effective
e-nforcement, we believe that all nondiscrimination laws should be simplified and
consolidated, not further confused by attempting to write administrative proce-
dures into law. NACO urges a study be made of all nondiscrimination law3 af-
fecting States and localities and that responsibilities for enforcement be given
to a single existing Federal agency. This agency's authority should be clearly
defined by Congress.

We believe that the provisions in the House bill are so complex that there
is a real danger that many recipient governments' funds would be unnecessarily
delayed, and that compliance would become an administrative nightmare. (The
President of the National Association of County Civil Attorney's Francis Patrick
McQuade, County Counsel, Essex County. New Jersey, is here today and would
be happy to answer questiqns about the House language.)
Summary

The Nation's county officials are grateful to you Senator Long for your prompt
action in holding hearings on this legislation. We are mindful of the major role
you played In enacting the original legislation in 1972, and are certain that you
and your Senate colleagues will once again renew this legislation promptly so
that vitally needed funds will continue to flow to counties and other governments.
This is legislation which affects all of our governments and the citizens they
serve. Whether they be residents of the largest urban county or the smallest rural
one, each citizen receives a direct benefit from this program whether it be
services or stabilization of taxes. There are few, if any, Federal programs that
are so universally beneficial.

We thank the Senate Finance Committee for this opportunity to be heard. We
hope that your staff will work with the staff of our National Association of
Counties to design language for a bill that will best serve the interest of all
our citizens.

ATTACHMENT A
Fiscal year o counties by State

Enid of fIWeO
State: yer for counties

Alabama -------------------------------- September 30.
Alaska ---------------------------------- June 80.
Arizona --------------------------------- June 30.
Arkansas ------------------------------- December 31.
California ------------------------------- June 30.
Colorado ---------------------------- December 31.
Connecticut -------------------------- Not Applicable.
Delaware ---------------------------- June 30.
District of Columbia ------------------- Not Applicable.
Florida ----------------------------- September 30.
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ArAOHMENT A

Fiscal year of counties by State-Continued

State:
Georgia
Hawaii -
Idaho -
Illinois -
Indiana -
Iowa -
Kansas -
Kentucky--------------------------
Maine............................
Maryland
Massachusetts ----------------------
Michigan
Minnesota
Mississippi------------------------
Missouri...........................
Montana --------------------------
Nebraska..........................
Nevada
New Hampshire..-
New Jersey ------------------------------
New Mexico..
New York- --
North Carolina -.........................
North Dakota-

Oklahoma
Oregon
Pennsylvania
Rhode Island ------------------
South Carolina-
South Dakota ----------------------------
Tennessee
Texas............................
Utah
Vermont
Virginia
Washington --
West Virginia .......
Wisconsin
Wyoming

yed Of 0ou"
Vfw'jar oeuntiU

December 81.
June 30.
Second Monday in January.
November 30.
December 31.
December 31.
December 81.
June 30.
December 31.
December 31.
June 30.
December 31.
December 31.
December 81.
September 30.
December 31.
June 30.
June 30.
June 30.
December 31.
December 31
June 30.
December 31.
June 30.
June 30.
December 31.
June 30.
June 30.
December 31.
Not Applicable.
June 30.
December 31.
June 30.
December 31.
December 3U
January 31.
June 30.
December 31.
June 30.
December 31.
June 30.

ATTACHMENT B

COMMONWEALTH OF VIRGINIA,
COUNTY OF FAIRFAX,

Ms. CAROL BENSON, Fairfax, Va., July 22,1976.
Research Associate, National Association of Counties,
Washington, D.C.

DEAR Ms. BuRassoN: Fairfax County has reviewed the new provisions with
respect to public hearings as contained in the proposed Federal Revenue Sharing
legislation, II.R. 13367. We find it would be dillicult at best to comply with the
requirements as they are currently stated.

As you know, 11.1. 13367 will require two public hearings, the first hearingat least seven days prior to sending the Planned Use Report to Treasury, and
the second hearing at least seven days prior to adoption of the County's budget,
Assuming that the first Planned Use Report will be for the second entitlement
period covering the Federal Government's fiscal year, October 1, 1977 to Sep.tember 30. 197, and based upon informatioL f,.'om the Office of Revenue Sharing
that the Planned I'e Report will be mailed in late July each year to be returned
to Treasury by September 30, Fairfax County has the following difficulties with
each of the public hearings required:
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(1) The following schedule would be necessary for the first hearing: En-
titlement period, October 1, 1977-September 30, 1978; receive planned use re-
port from O.R.S., July 31, 1977; public hearing, September 23, 1977; planned
use report to Treasury, September 30, 1977; and second public hearing prior
to adoption of budget.

Since Fairfax County's fiscal year begins on July 1, the County's budget for
FY 1978 will already have been adopted; however, the first hearing could be
included in the public hearings held in April 1977, based on estimated entitle-
meets of Federal Revenue Sharing Funds.

(2) Fairfax County could not comply with the requirement of a second
public hearing which must be held subsequent to publication of the Planned
Use Report but at least seven days before adoption of the Fairfax County budget.
Our budget for the fiscal year July 1, 1977 to June 30, 1978 is scheduled for
adoption by the Board of Supervisors on May 9, 1977, which is se7eral months
before receipt of the Planned Use Report.

It appears that the only way Fairfax County could comply with the second
hearing would be to have the hearing during the FY 1979 budget hearings In
April of 1978. This, of course, is seven months into the entitlement period and
we assume that Fairfax County would not be able to expend any of these
funds until the hearings are completed, the budget is adopted, and the new
fiscal year-starts nine months later.

The issue insofar as the public hearings et al. are concerned is, it seems to me,
a guarantee of meaningful citizen participation. If the receiving jurisdictions
can demonstrate compliance with the minimum standards finally decided upon
for advertising planned and actual use of revenue sharing dollars through
guarantees applicable to their individual budget process, then far more mean-
ingful citizen participation would be accomplished.

Very truly yours, JAME.s P. McDONALD,
Director, Department of Budget

and Financial Management.
ATTACHMENT C

JuLy, 30, 1976.
To: Aliceann Fritschler, National Association of Counties.
From: Gerald Weiszhaar, Principal Management Analyst Philip Peterson,

Budget Director.
Subject: Revenue Sharing-H.R. 13367.

Pursuant to your request, this memorandum addresses the impact on Honnepin
County government of the budgetary and auditing aspects of H.R. 13367, the
House passed Federal Revenue Sharing bill.

In general, H.R. 13367 does not seem to present a consistent view of the
fungibility of revenue sharing funds. As such, H.R. 13367 contains within it
inconsistencies of language, confusing provisions regarding budgeting and audit-
ing and certain provisions which serve little useful purpose. This memorandum
will address in the main Section 8 (budgeting; citizen participation) and Sec-
tion 10 (auditing and accounting). In addition, however, certain other miscel-
laneous provisions will also be discussed. The general problem noted above will
become apparent in the discussion below. Suggestions for amendments will be
presented where it seems appropriate so as to reduce the inconsistencies in the
bill.

A. BUDGETING AND CITIZEN PARTICIPATION, SECTION 8

This section of the bill seems to be intended to increase citizen participation
in state and local decision making. It is questionable whether the procedures
detailed in Section 8 accomplish this purpose in the most effective manner
possible.

The bill appears to call for two reports to be filed with the Secretary of the
Treasury (proposed use report and actual use report), two public hearings (one
7 days before proposed use report is to be filed and one 7 days before budget
adoption), and two publications (one 30 days before public hearing and one 30
days after budget is adopted). Actually, there are three publications being
required since the proposed use report public hearing could not be held without
public notice. Each of these requirements are discussed in detail below.
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(1) Report# to be Filed. The bill calls for -a proposed use report to be filed
with the Secretary of the Treasury, (who will send a copy to the Governor of
the State), and the Areawide Planning Organization in the area. The proposed
use reports must contain a comparison of the proposed, current, and past use of
revenue sharing funds with the relevant functional Items in the official budget.
In addition, the report must "specify whether the proposed use Is for a com-
pletely new activity, for the expansion or continuation of an existing activity,
or for tax stabilization or reduction."

The purpose of the proposed use report Is not perfectly clear. There Is no
particular reason why the Secretary of the Treasury needs to know ahead of
time what the usage of revenue sharing is going to be. If the Treasury Secretary
needs an assurance form regarding civil rights and Davls-Bacol, etc., then such
a form could be required, but Is meaningless to require a proposed use report
to be sent to the Treasury Secretary. It is not meaningless to inform citizens
regarding revenue sharing and its relation to the budget; however, as will be
discussed in B below, this may more readily be accomplished in the ordinary
budget process of the governmental unit.

If proposed use reports are to be required, the language regarding comparison
with functional items in the budget needs to be clarified as does the language
regarding proposed Impact. At the time the proposed use report is required, the
governmental unit may not know the precise impact revenue sharing will have
on the property tax. In any event, the categories (new activities, expansion or
continuation, tax stabilization, tax reduction) are not mutually exclusive: taxes
can be reduced and new activities undertaken with revenue sharing for example.
It is unclear what the purpose of these specifications is really for and, in faet,
are really quite meaningless outside of the overall budgetary framework which
may be on a different time sequence than the entitlement period sequence of the
proposed use report. If money is fungible--which it is by deflnition-then only
within the context of the entire budget does a revenue sharing proposed use report
make any sense, as will be discussed below in greater detail.

Obviously, the Secretary of the Treasury and Congress have some need to
know how, in general, revenue sharing funds are being used by state and local
units of government. An actual use report for each entitlement period is a
useful device for gathering such information. If the proposed use report call
be eliminated, then no comparison between the actual and proposed use reports
need be done. It is unclear why such information is of any use to the Secretary
of the Treasury In any event (but may be of use to citizens as will be discussed
in It below). If, on the other hand, a proposed use report is to be required and
"all differences between the actual use of funds received and the proposed use
of such funds as reported to the Secretary" of the Treasury must be explained,
certain problems could easily develop unless a very simple numerical compari-
son is made without trying to Indicate "why" a change was made. There Is no
easy way to describe some political "horse trading" and it Is probably irrelevant
to the Secretary of the Treasury and to Congress in any event.

In short, It Is our feeling that the proposed use report, as such, can easily be
eliminated and the actual use report can be simplified so as to ghe the Secretary
of the Treasury the Information needed by Congress without burdening state and
local units of government with supplying redundant and relatively useless
information.

(2) Publio Hearings. Holding public hearings to solicit citizen Input regard-
ing Important issues is not uncommon to state and local governments. The re-
quirement to hold such hearings as a requirement for revenue sharing funds is,
therefore, not an onerous one per se. However, holding one public hearing on
revenue sharing and a second public hearing on revenue sharing's relation to
the budget seems both redundant and potentially confusing. It could be that
only one public hearing could more effectively deal with the issues. Or, if two pub.
lie hearings are desired. It would seem that only hearings where revenue shar-
ing is discussed in conjunciton with the budget itself have any real meaning. As
noted in (1) above, we do not feel a public hearing on the proposed use report
as such will serve any useful purpose. Public hearings as a part of the budget
process In Hennepin County and throughout Minnesota are a fairly standard prac-
tice. The precise requirements for the pre-budget public hearing as detailed in the
bill might cause some logistics problems for Hennepin County.

In a typical year. the County's calendar year budget Is submitted to the County
Board by the County Administrator on about September 15th. The Board usually
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acts on the budget around November" 15th. From September 15th to October 30th.
the County Board's Ways and Means Committee holds public hearings on the.
budget.

Since the bill requires public notice 30 days prior to the required revenue
sharing public hearing, the earliest possible time such a hearing could be held is
October 15th. Such a date would not cause a disruption In the County's budget
process, but from a citizen participation perspective, it might be better for
revenue sharing matters to be brought before the Board early In their delibera-
tions rather than after two-thirds of the budget hearings have already taken,
place. A more flexible publication/hearing schedule would allow for greater
citizen participation regarding revenue sharing In Ilennepin County. A one or
two week notification should be sufficient Instead of the 30 day notice, it seems
to us.

With respect to the pre-budget public hearing, there are a number of minor
items which should be clarified or changed:

(a) It Is doubtful that the entitlement period beginning January 1, 1977
could have the same procedures as subsequent entitlement periods without
causing considerable delays in our budget process. It would appear that
the revenue sharing bill probably will not be passed until late August. lennu-
pin County will be lucky to even know the amount o Its entitlement before
t9-15-76, let alone have in hand ORS regulations regarding publications, etc.
by the time the budget Is submitted to the County Board for calender year
1177. Having the law apply to subsequent entitlement periods would seem
to make more sense.

(b) The bill would require the public hearing to be held by "the body
responsible for enacting the budget." Could this be the County's Ways and
Means Committee, or would the County Board as such have to hold the
hearing?

(c) The bill required the hearing to be "at a place and time that permits
and encourages public attendance and participation." Would hearings held
during the normal workday qualify or would the heaing have to be held at
night to qualify under this provision?

(3) Publications. The bill that passed the House has within it a requirement
for two very lengthy publications. In addition, there Is the implied third publi-
cation of tht public hearing notice for the hearing on the proposed use report.
In our estimation, the cost of these publications far exceeds the real benefit to
the citizenry.

The bill requires that 30 days before the pre-budget public hearing, the govern-
mental unit must "publish conspicuously, in at least one newspaper of general
circulation, the proposed use report . . . , a narrative sumainry setting forth ii
simple language an explanation of Its proposed budget, and a notice of the
time and place of such public hearing ;"

As noted in (1) above, we do not see the need for a proposed use report as
such. However, some of the information which the bill specifies would be in-
eluded In the proposed use report would be useful for citizens so long as it is
presented in the context of the entire budget of the governmental unit. It makes
sense, therefore, for some kind of proposed use of revenue sharing funds to be
developed and published prior to the pre-budget public hearing required by the
bill. In addition, of course, publication of the time and place of the public hear-
Ing Is necessary. The requirement that there also must be published a narrative
summary in simple language of the proposed budget and that said publication
must be published "conspicuously" in a general circulation newspaper is where
we have some problems.

For Hennepin County to describe its proposed budget in simple narrative is
no easy task. There are over 200 low level program budgets and a much larger
number of activities performed within these programs. The County Administra-
tor's budget message attempts a narrative summary of the budget, but even in
14 single spaced pages cannot cover in detail most programs and activities.
Even at that, the budget message is addressed to the Board of County Com-
missioners who are quite familiar with the programs and categories being de-
scribed. To present the Hennepin County budget In "simple language" so that the
uninitiated can understand it would take considerable additional verbage. If it is
Intended that the budget message be published, this could become expensive. To
publish much less will not give a reasonable narrative of the budget. It seems
to us that the simple narrative summary could be made available to those desir-

76-SI1-78-----8
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Ing a copy and to those attending the pro-budget public hearing without re-
quiring a publication thereof. The same purpose would be served, but the
publication cost would be considerably reduced.

The bill also requires a "conspicuous" publication, 80 days after the adoption
of the budget, of "a narrative summary setting forth In simple language an ex-
planation of Its official budget (including an explanation of changes from
the proposed budget) and the relationship of the use of "revenue sharing funds
to the relevant functional Items In the budget." Requiring a publication of the
narrative summary once again seems somewhat redundant. The real problem,
however, concerns the "explanation of changes from the proposed budget." If
"explanation" merely means describing the amounts deducted or added by pro-
gram, that Is one thing; if, however, "explanation" means some rationale must
be provided, that becomes somewhat more difficult, given the political nature of
some funding decisions. For the 1976 budget there were about 80 separate
changes from the proposed budget (and 1976 was a year of relatively few
changes). An "explanation" of each change would be both difficult to provide
and add additional publication costs. Would It not be simpler to require that
the governmental unli mail copies of its adopted budget in summary form to
those citizens who attend the pro-budget public hearing or who request It and
to forgo another costly publication?

In addition to requiring the two publications discussed above, the bill also
requires that the governmental unit "make available for Inspection and repro-
duction by the public" the proposed budget, the narrative summaries (before
and after adoption) at all public libraries within the governmental unit In
addition to the principal office of the governmental unit. Inspection of these
documents is no problem--even though with 42 libraries In Hennepin County this
could be somewhat costly-but "reproduction by the public" Is quite troubling.
Does "public" mean "at public (e.g. governmental) expense" or does it mean at
the expense of the general public (e.g. Individual citizens) ?

The prnposed County budget document is over 300 pages in length and would
cost about $10.00 per copy for 300 copies. Even if we only are required to place
a copy In each library In the County. this would mean 42 extra copies. Normally
the County does provide copies of the adopted budget to libraries hut not the
proposed budget as such since it Is not of but temporary significance. The County
has not experienced many public requests for our detailed budget book. Most
of the 300 cones thereof are used by County departments. We do. however,
publish a budget summary documient for broader dissemination and normally
publish 2,000 copies of this document.

In order to fulfill the publication requirements of the revenue sharing bill,
It would probably cost a minimum of perhaps M3,000 and a maximum of about
$10,000 In additional expenses depending on horv lengthy a narrative, summary
is required and how many free copies of our proposed and adopted budgets ars
required to be disseminated. This compares to a current federal revenue sharing
publication expense of about $250.00 for planned and actual use reports. In our
Judgment such additional expense is not really justified, since the same purpose
can be achieved without publication costs significantly above current publication
expenditure levels If the proper rewording of the bill were done without sacri-
ficing citizen participation opportunities.

I. AccOUNTING AND AUDrIIG

The House passed revenue sharing hill makes it a condition of continued receipt
revenue sharing funds thot each governmental unit "conducts during each fiscal
year an audit of its financial accounts in accordance with generally accepted
auditing standards." We in Hennepin County would have no problem with such
a requirement and consider such a practice to be consistent with sound financial
practices to have such an annual audit. However, it does seem a bit anomalous
that the Federal government would impose such a condition when Its financial
accounts are not audited each year In their totality, In any event, the require-
ment would Impose a significant additional cost burden on most state and local
governments. It is our understanding that no state government, Including the
Statp of Minnesota, has an anunal audit performed on all of its financial accounts.
Perhaps one-third of the states have no auditing practice for even part of their
accounts. For local governments there Is considerable diversity with respect
to auditing practices, but for most local governments in Minnesota, a requirement
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such as that contemplated by the House passed revenue sharing bill, of annual
independent audits would necessitate a radical change in current practices and
we thought you might be interested in that fact.

There are basically three different systems for auditing of Minnesota local
governments: (a) State Auditor performed audits of counties and certain cities;
(b) Independent auditors hired by the local government; (c) No annual audit
performed. By far, the largest group of local governments fall in the third cate-
gory where no independent audit is performed on a regular annual basis. lIen-
ne)in County hires an Independent certified accounting firm to perform an audit
each year of all of its accounts. The County also has its own Internal Audit
staff and is subject to audit by the State Auditor. Many other units of govern.
meat, including the other counties in Minnesota, rely In large measure on the
State Auditor. Unfortunately, such audits would probably not meet the test of
the bill because such audits are not done annually and in many instances are
not comprehensive. We feel that no other county except iennepin in Minnesota
would qualify under the bill if annual, conpiehonslve and independent audits
are to be required. Very few other local units in Minnesota would, in our estima-
tion, actually qualify under the bill. If the Congreso is aware of that fact and
still wishes to Impose the requirement, lennepin County has no objections.
Please be advised, however, that the costs imposed on state and local governments
by such a requirement will be significant. The annual independent audit of
lennepin County costs about $80,000 per year. To this must be added the costs

of the State Auditor and our own Internal Auditor. Such costs are incurred by
Iennepin County because we feel it is a good financial management practice.
A requirement in the revenue sharing bill for annual audits would impose
analogous costs on all state and local governments in the United States and per-
haps Congress might reconsider whether they really want to do that.

Nor is the cost of an annual audit the only cost being imposed on many state
and local governments. In order to attempt an audit, the governmental units
would in many instances have to put their accounting records in shape to be
auditable. Most states and many local governments operate on more than one
accounting system and are, for this and other reasons, simply inauditable. Putting
accounting systems in shape would also be a significant additional cost which the
revenue sharing bill is in effect imposing by its financial requirements. In ien-
nepin County we consider this to be a sound financial practice and have developed
such a unified accounting system. But numerous other governments do not have
such a unified accounting system and would have to develop one to effectively
comply with the revenue sharing bill's requirements.

C. OTHER PRO ISIONS

In both the budgeting and auditing requirements the revenue sharing bill seems
to be largely consistent in recognizing the fungible nature of money. A dollar
of revenue sharing is budgeted like any other dollar by the unit of government
and as such a view of the entire budget is necessary for real understanding of
the financial impact of revenue sharing. Likewise, a dollar of revenue sharing is
sent like any other dollar by the governmental unit and as such a financial
reporting of the entire government's expenditures makes sense. However, in two
other sections of the bill, the fungible nature of revenue sharing funds is ignored.

In Section 9 of the bill, a unit of government can show that a program or ac-
tivity is not funded "in whole or in part, directly or indirectly, with . . . (reve-
nue sharing) . . . funds." Given the fungible nature of money, it is hard to see
how any program or activity of the unit of government can be proven to not be
funded indirectly by revenue sharing funds. The proof must be by "clear and
convincing evidence," but still the assumption is that it is possible to separate
revenue sharing funds in a definitive manner. Perhaps its does not harm to have
such language in the bill, but it is seemingly inconsistent with the posture that
revenue sharing funds are indeed fungible.

Section 11 of the bill is also inconsistent with the fungible view. It would be
largely impossible to prove that revenue sharing funds has not been used at
least indirectly for lobbying purposes, if indeed money is fungible. It would seem
that this section should be struck in its entirety or no unit of government will be
able to do any lobbying (except by paying dues to a national or state organiza-
tion) regarding revenue sharing in the future.

Hopefully this memorandum will give you an insight into how Hennepin
County views the financial aspects of the House passed revenue sharing bill. If
you have any questions on these matters, please do not hesitate to contact us.
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Senator BYRm. We will deviate just slightly from the printed
agenda, and I will call now on the Honorable Robert C. Fitzgerald,
counsel for the four Virginia counties.

lie will be accompanied by the Honorable Joseph L. Fisher, U.S.
Representative from the State of Virginia. and the Honorable Jack
Herrity, chairman of the Fairfax County Board of Supervisors.

The Chair is pleased to have before the committee-today Congress-
mal Fisher from the 10th Congressional District who represents Fair-
fax Countv and Loudoun Countv in Virginia and the Honorable
Jack Hlerritv, the chairman of the Board of Supervisors of Fairfax
County, the largest political subdivision in the State of Virginia, with
a population larger than some States: 550,000 persons, and the State
senator. my longtime colleague from the Virginia Senate, Senator
Fitzgerald.

We are pleased to welcome all of you this morning.
Senator Fitzgerald, I assume that you will be--from-the agenda

hei, it appears that you will be the leadoff spokesman.

STATEMENT OF ROBERT C. FITZGERALD, FITZGERALD AND SMITH,
COUNSEL FOR THE COUNTIES OF CHESTERFIELD, DINWIDDIE,
FAIRFAX, AND MADISON OF THE COMMONWEALTH OF VIRGINIA

Mfr. FITZGERALD. Senator Byrd and gentlemen of the committee, I
amhere on behalf of four counties of Virginia. fter listening to the
broad spectrum of the problems and burdens that confront this com-
mittee, I hope that the committee will not feel that the problems that
face these four counties are unique to these counties, and will treat
them as minuscule, because these problems could beset other local jur-
isdictions, and in perspective and relationship to the size of the lo-
calities, the moneys involved are, of course, extremely critical and im-
portant to these localities.-

As we can all envision, at the outset of the program of Federal
revenue sharing, there were many problems in determining some of
the factors that went into the formula to determine the amount of
money to be distributed to-the localities.

One of the ingredients to be used as a measure was adjusted taxes
to measure the local tax effort. It was not long into that program that
it was discovered that in Virginia, simply because of the method of
bookkeeping of some of the local governments of Virginia, some of the
counties, the amount of adjusted taxes that were attributed to those
localities was about half of what it should be. A number of confer-
ences were had with the Office of Revenue Sharing and the Bureau
of Census in trying to come to some agreement and some adjustment to
correct this situation.

This did not result in any success, so that a number of these counties
filed suit to have corrected the method by which these adjusted taxes
were determined.

None of the counties could know at that time what effect it-would
have on their entitlements.

This same procedure carried through for the first five entitlement
periods, when, just before the cases came to court, the Office of Revenue
Sharing agreed that its method of determining adjusted taxes in the,
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,Commonwealth of Virginia could be done in another way, a better
way, to take into account the-method of bookkeeping for certain locali-
ties of the Commonwealth of Virginia.

So that they agreed, and did redo the adjusted taxes for the entire
.State of Virginia, after five periods that had already been finalized
and the governments had come in and spent this money.

Now, after having redone the entire State, it turned out that a num-
ber of localities in Virginia would have gotten less mone , or would
get less money under the new determination than they had before.
Some 68 counties should have gotten more money.

The decision of ORS at that time was that they would pay those
counties the additional funds that they should have gotten that were
in court, in litigation, and who had filed formal protest, and they
finally did pay the differences in the money. That left over 200 juris-
dictions in the Commonwealth of Virginia that, according to that
criteria would have gotten less money.

It was not until some 6 months after that litigation was all over that
the Office of Revenue Sharing notified these four counties that they
would be required to return moneys, refund moneys, all the way back
from the first period to the fifth period, that according to the second
method of determining adjusted taxes, they were overpaid.

They did not require. and do not require, some 200 jurisdictions of
Virginia that under the same second method would have made less
money. They do not require them to return the money.

In all fairness to Ms. Tullev and the Office of Revenue Sharing,
Thev believe that under the wording of the act-I do not agree with
themn-they believe that under the wording of the act that they are
required to compel Fairfax County. Madison County, Dinw'iddie
County, and Chesterfield County, all the jurisdictions in Virginia, to
reurn this money.

The fact remans that the money has already been spent; or com-
mitted, that deals with the first five periods. Now we are going into
the final period, the seventh period of this act.

The money has already been spent, budgeted, and accounted for.
It is the position of these counties that they should not be penalized
simply because of one factor. They, along with the other counties of
Virginia, 20-some counties, engaged in litigation against the Office
of Revenue Sharing to correct this matter, to determine the adjusted
taxes.

They are the only counties that are being so treated. It is our re-
quest that these counties and any other local jurisdictions in the coun-
try that have received funds, that have been told that they are final,
that they have spent the money or allocated the money for projects
under the original Revenue Sharing Act, that have been approved,
and there is no question that this money is beine spent for inappro-
priate purposes, no question about it, any civil rights being involved.

The question is simply-the question originally was simply the book-
keeping processes of certain jurisdictions, that these local jurisdictions,
these four should not be required, and that an amendment should be
put into this act to make it clear to the Director of the Office of Rev-
enue Sharing that that Office does not have to require those counties,
after all of that time, to come back down and find some means of pay-
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ing back, in the case of Fairfax County, almost $3 million; Chester-
field County almost a half a million dollars of funds already expended
and approved.

I thank you.
Senator 1BYRD. Thank you, Senator Fitzgerald.
[The prepared statement of Mr. Fitzgerald follows:]

STATEMENT OF ROBERT C. FITZGERALD, FITZOsnALD AND SMITrH, COUNSEL FOR THE'
COUNTIES OF CHESTERFIFL, DINWIDDIE, FAIRFAX, AND MIADISON Or THE COM-
MONWEALTH OF VIRGINIA

SUMMARY

1. The Counties of Chesterfield, Dinwiddle, Fairfax and Madison in Virginia
have been notified that alleged over-payments in entitlements of periods 1 through
5 will be deducted from the next or future entitlements under the extension of
the Federal Revenue Sharing Program.

2. The amounts claimed are as follows:

Chesterfield --------------------------------------------------- $433, 908
Dinwiddie ------------------------------------------------ 95, 846
Fairfax ----------------------------------------------- 2, 799. 24%
Madison -------------------------------------------------- 9, 477

3. These counties received these monies under a final determination made by
O.R.S. and the funds have all been expended on approved programs.

4. Because of litigation, O.R.S. agreed to use a "second method" of determining
"adjusted taxes" for Virginia localities which would better take into account dif-
ferences in bookkeeping.

5. Use of the data determined by the "Fecond method" shows that 21 cities,
many towns and 26 counties would have gotten less entitlement than determined
by the first method, while 68 counties would have received more.

6. Of the many Jurisdictions that would have received less under the second
method, only Chesterfield, Dinwiddie, Fairfax and Madison counties have been
notified that the alleged over-payments will be deducted from the 7th or future
entitlement periods.

7. The only justification given for such treatment of these four counties is that
they participated for a time with 22 other counties in litigation concerning the
methods used by the Bureau of the Census and Office of Revenue Sharing in
determining "adjusted taxes" under the Revenue Sharing Act.

8. The four counties were granted permission by the Federal Court to drop
their suits by non-suit taken in February, 1976.

9. Provision is needed In the present Bill before this Committee extending the
Revenue Sharing Program to prevent such inequitable and discriminatory action,
from being taken against these counties.

STATEMENT

Mr. Chairman and Members of the Committee; The purpose of my appearance
before this Committee is to seek a correction, or prevention of an extreme in-
equity that has resulted from the administration of the initial Federal Revenue
Sharing Act and, especially, the first five entitlement periods.

When the first three entitlement periods were being finalized by the Office of
Revenue Sharing, Mr. Daniel A. Robinson, a C.P.A. of Charlottesville, V4rginia,
a financial consultant and auditor of the accounts of many local jurisdictions of
Virginia, discovered an inconsistency and Inequity in the determination of "ad-
Justed taxes", used in the formula to determine the amount of entitlement. This
resulted in a number of Virginia counties being credited for only about half of
the amonut of adjusted taxes that would have been the case If a different form
of bookkeeping had been used, or if the O.R.S. and the Bureau of the Census used
the audit reports of these counties to take into account the differences in
bookkeeping.

Many of these Counties consulted Legal Counsel, including my firm, requesting
that steps be taken to correct this situation. After a number of conferences and
challenges failed to produce any change In the methodology used by the Bureau
of the Census and O.ILS. and all administrative remedies were exhausted, about
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25 counties of Virginia filed suit in the Federal District Courts to compel the
Federal Officials involved to, in effect, stop penalizing these counties for their-
system of bookkeeping.

Prior to filing suit every effort was made to have the Federal agencies use
corrected data to let the counties know what, if any, differences such would
make in the amount of the entitlements. These agencies were the only entities
that had all of the data and capability to make such determination. This request
was refused as being too costly.

Before the litigation could be tried, the 4th and 5th periods passed with still
no change in the methods used by O.R.S. and the Bureau of the Census. These two
periods were added to the litigation.

Finally, in August, 1975, shortly before the scheduled trial of all of the cases,
O.R.S. agreed that there was a "better way" to determine adjusted taxes for the
local jurisdictions of Virginia taking Into account differences in bookkeeping
systems which would produce a more consistent and equitable determination of
"adjusted taxes", and this was done for the entire state for all five periods.

By November, 1975, this was done, and the amount of entitlements resulting
was provided December 10th, 1975. When this report was released; it showed
that 68 counties of Virginia should have gotten $16,948,335.00 more for the live
periods and 21 cities, many towns and 26 counties would have gotten less.

O.R.S. then agreed to pay those counties which had filed "timely protests"
and had suits pending the additional amounts, and that jurisdictions that under-
the new computation would have recovered less would not be required to refund
any amount.

Among the counties that had originally joined in filing suit against the Office
of Revenue Sharing and the Bureau of the Census were Chesterfield, Dinwid-
die, Fairfax and Madison. Although all of these counties' adjusted taxes were
increased, because resulting entitlements were dependent on their relative posi-
tion with all other jurisdictions of the State, the new method would have caused
these four counties to receive less funds for the total of the five periods. As
soon as this was known, these four counties requested the Federal Court to
non-suit or drop their suits and be left in the same position as all other jurisdic-
tions in the State that had not participated in the suits. Over the objections
of Counsel for the O.R.S. and Department of Justice the requests of these
counties were allowed in February of 1976.

Some six months later on July 13, 1976, these four counties were notified by the
Director of O.R.S. that the use of the new data showed that these four counties
were over-paid in the first five periods as follows:
Chesterfield --------------------------------------------- $433. 908
Dinwiddie ------------------------------------------------ 95,846
Fairfax ------------------------------------------------ 2,799,248
Madison -------------------------------------------------- 9, 477

The Director further announced her intention of deducting these amounts from
the next or future entitlements of these counties. This position was taken al-
though O.R.S. admits that not a single one of the cities, towns, or other counties,
which, according to the new data were over-paid for these five periods, were
being required to make any refund by any means.

A conference of officials of the Department of the Treasury and Office of Rev-
enue Sharing with representatives of these counties resulted in an agreement that
General Counsel would meet with legal representatives of these counties to dis-
cuss the legalities of the matter. While there is the possibility that Counsel for
the Department of the Treasury and O.R.S. may cause the Director of the Office
of Revenue Sharing to reverse :his decision, it is all too likely that this will
result in more litigation--all to the further expense of Federal and local
taxpayers.

The reasoning behind the decision of O.R.S.'s requiring a refund from the four
counties and no other localities similarly situated is because the four counties
at one time were among those who had filed suit and, for such, O.R.S. says it is
required to take such action.

While we are of the opinion that the matter can be ultimately resolved through
the Courts to the favor of the four counties, we believe the discriminatory action
can be prevented more expeditiously with no further expenditure of tax funds
by including a provision in the Act now before this Committee that would remove
any doubt that such action should not be taken.
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These counties, along with all other local jurisdictions of Virginia, have long
since expended and committed the funds involved on projects and programs ap-
proved under the Act. Moreover, budgets have been adjusted and commitments
made In reliance on the receipt of the full amount of entitlement for period 7 as
reported by O.R.S. It Is absolutely essential that the possibility of having these
sums deducted from future entitlements or refunded in any way at this late date
be terminated as soon as possible.

Your time and consideration is sincerely appreciated.
Senator BRnD. Congressman Fisher?

STATEMENT OF HON. JOSEPH L. FISHER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF VIRGINIA

Representative Fisrm Thank you very much, Senator.
I appreciate this opportunity to be here with my colleagues from

Fairfax County to testify about the general revenue sharing program,
and this particular aspect of it is really of great importance to Fairfax
County and several other Virginia counties.

Let me say at the outset that I was pleased to support the bill, of the
general revenue sharing program when it came before the House sev-
•eral months ago. I do endorse the principle to give general grants of
funds to State and local governments to use at their discretion, to help
meet some of their priority needs.

I saw firsthand, when " was a member of the local county board, the
tendency for categorical Federal grants to warp the budgets of their
sense of priority of local people.

Of course, the great virtue of general revenue sharing is that local
officials, particularly after public hearings, ca~n spend the money
according to their own judgment of what is needed, what is important.

The general revenue sharing funds should not be thought of as over
and above, and in addition to, what had been thecategorical grants in
the absence of revenue sharing. That is an important point, and I know
that it is one that you have made, Senator Byrd.

An unusual problem has arisen in connection with the administra-
tion of the program and it threatens to have a most serious effect on
Fairfax and these several other counties in Virginia. The two gentle-
men here with me will be giving you some of the background and
details of this problem.

The sum of it is that the Office of Revenue Sharing is trying to get
back nearly $2.8 million from Fairfax County which I repreent,
because of a redefinition and a recalculation of factors in the distribu-
tion formula for revenue sharing.

Funds that Fairfax County has received during the past several
yea rs in good faith, spent properly, or committed to spend properly.

My purpose here this morning is to urge you to take whatever steps
are necessary to make it clear that such efforts by the Office of Revenue
Sharing are contrary to the intent of Congress at the time that the
legislation was passed several years ago.

Section 102 of the State and Local Fiscal Assistance Act of 1972
states that the Secretary of the Treasury could make adjustments in
the payments to State and local governments to correct errors. The
intention of this provision is given in the general explanation of the
act which has been published and prepared by the staff of the Joint
Committee on Internal Revenue Taxation.
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The explanation says that adjustments may be made to the extent
that they are due to clerical or computational errors.

It seems to me to be quite clear that the adjustment provision was-
meant to apply to over- and under-payment of revenue sharing funds;
because of errors in estimates or in the arithmetic only, and not be-
cause the formula or the ingredients of the formula or the weighting
oQf the formula or the way in which school taxes were taken into
account enter into the matter.

I think that, judged upon that basis, which is, I believe the intent
of the act, Fairfax County should not be required to refund this
rather large sum of money.

Prospectively looking ahead, changes in the formula, of course may
have to be allowed, but this should not be applied retroactively to
funds received over a period of yeais and already spent.

So therefore, Mr. Chairman, I hope that, very much that this com-
mittee will clarify the intent of the original act through such means
as you would think appropriate.

This would be fair to the counties that are involved here and to any
other counties in the country that may be involved, and would
straighten this matter out very' quickly, as should be done.

Senator Bimn. rj hank you, Congressman Fisher.
The Chair recognizes the chairman of the board of the Fairfax

County Board of Supervisors.

STATEMENT OF JACK HERRITY, CHAIRMAN, FAIRFAX COUNTY
BOARD OF SUPERVISORS

Mr. HRRiTY. Thank you very much, Senator Byrd. We appreciate
very much the opportunity to appear before the committee and your
activities in this matter that are very important for the citizens of
Fairfax County.

As you indicated, we are the largest county in the Commonwealth
of Virginia.

Mr.-Fitzgerald and Congressman Fisher have broadly outlined our
problems. I would like to see if I could get into some more specifics
as to the impact of this $2.8-plus million on the citizens of Fairfax
County, the circumstances involved.

I disagree with the Office of Revenue Sharing. We believe that the
Office of-Revenue Sharing's position is unsupportable, and contrary
to the intent of the Revenue Sharing Act.

Regardless of the legal opinion, or any issue of fault, is the impact
of that proposed action that ORS will have on the operation of tle
local government involved.

The simple fact of the matter is, that, the funds in question have
been committed and expended for programs and projects undertaken
by the locality.

As you are aware, all local government has been operating under
fiscal restraints in the last several years of economic instability. We,
in Fair.fax County, are just beginning to work our way out of many
of these difficulties, and the additional imposition of ihe ORS sanc-
tions would have drastic impacts on our budget.

In Fairfax County, at the time our fiscal 1977 advertised fiscal
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plan was published there was an estimated deficit of $38.4 million
that we planned to balance by an advertised property tax increase of
$1.03 per $100 assessed value.

In order to avoid imposition of such a burden on our residents, the
board of supervisors eliminated nearly 200 county positions and
severely constrained program expansion so that the budget was re-
duced by a 50-cent increase in the real estate tax and the personal
property tax-$4.80 per $100 assessed value of personal property and
$4.35 per $100 real estate tax.

The impact of the reductions would postpone the opening of the
urgently needed fire station for 6 months, eliminated our entire clinic
program, and resulted in 65 positions requested by the police depart-
ment not being funded.

In addition, the approved fiscal plans, pay-as-you-go construction
projects were normally funded from our general fund in revenue shar-
ing dollars. Current projections for fiscal 1978, 1979, and 1980, indicate
that the overall condition of the county may be moderately improved.
These projections are based, however, on the assumption that the
current economic recovery will continue so that inflation is not a
recurring problem.

W"e are basing our projections on an estimated inflationary rate of
over 6 percent. Therefore, if we are to fund any more pay-as-you-go
capital expenditures out of current resources, general funds, or revenue
sharing, the availability of expected revenue sharing dollars is
significant.

If the county is required to refund revenue sharing dollars or has
its expected entitlement reduced, it is evident that programs and proj-
ects normally funded pursuant to this mechanism will have to be more
severely curtailed.

T1he only alternative for us is to increase taxes in order to fund
urgently needed programs and projects, to require Fairfax County
residents to shoulder the burden of increased taxes or decreased serv-
ices for an error in computing a tax, whose accuracy is still in dispute,
while residents in other localities who have received overpayments
are not being asked to bear an equivalent burden. It is not only unjust,
but contrary to the principles of cooperative Federal, State, and local
fiscal management which is the primary objective of the Federal
Revenue Sharing Act.

We strongly recommend that this committee take appropriate legis-
lative action'that revenue sharing will be approved.

Thank you for your attention.
Senator Bran. Thank you, Mr. HIerrity.
In recapping the problem, the situation is this, is it not?
The Federal Government refined the formula under which revenue

was shared with the localities of the State, and as a result in that
change of formula, some counties received or will receive less funds
than funds received under previous years.

As a result of that, the Federal Government now is going back to
four different counties and seeking to have those counties refund
money which already has been received by the counties and for the
most part, already paid out by the counties.
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Now, those funds were received from the Federal Government in
good faith. Those funds were budgeted in good faith, and for the most
part have been spent in good faith.

I say for the most part, because in regard to the current year, I
assume that there are some funds that have not been yet spent. Is that
statement correctI

Mr. FrrzGERALD. They have not been spent, but they have been
budgeted. They are a part of the balanced budget.

Senator BYRD. A part of the budget for this current year?
Mr. FITZGERALD. They have been told-the units of government have

been told by the publications what amount of money to expect for the
seventh entitlement period, and they have included that in their
budgets.

Senator BnRD. For the previous-budgets, which would go back 4
years, would it not?

Mr. FrrzoERAxu. The full extent of the revenue sharing program.
Senator BYRD. That money has already been spent?
Mr. FrrzGERamu. Oh, yes.
Senator BYRD. It was received by the localities in good faith, and

spent in good faith?
Mr. FrrZGERALD. When you say they changed the formula, that is

not quite correct. They changed what they call the methodology of
utilizing the formula. Because of the difference in bookkeeping sys-
tems among the localities in Virginia, what it resulted in was two
sets of adjusted taxes for all localities in Virginia.

Now some have been paid under the initial method and some
through litigation have been paid under the new method.

Here are these three counties, that are also saying we are going to
require you to be paid under the second method rather than the first
method because you joined in the suit that caused us to have two
methods.

That is about the size of it, and these four counties elected, when
they saw what the situation was, and they could not know until after
the computer had been run that they were better off under the first
method.

They nonsuited their suits and were let by the Federal judge out
of thelitigation. Some 6 months later, ORS saving they are compelled
to do it, said you are going to have to be treated under the second
method rather than the first method.

All they are asking is that they be treated the same as all of these
other localities, some 200 localities in Virginia that are being treated
under the first method.

Senator BYRD. Some of the localities thought that they were being
disadvantaged under the original methodology?

Mr. FITZOERALD. As far as the adjusted taxes are concerned, they
were, but when it was redetermined, and all through this computer,
and no one could do it but the Federal Government because of the
relative position among localities--it is lust one pie that is being
cut up, because of the relevant position. Lven though their adjusted
taxes went up, as we claimed it would, their amount of entitlement
came down because other localities were worse, or had more extreme,
or were more extremely affected by the first method.
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Senator BYRD. Will the received methodology in the new formula
apply to those counties in the future?

Mr. FrrzoERAL. It will apply to all of the counties in the future.
Senator BYRD. There is no dispute over that. There is no problem

there. The problem is whether or not the Federal Government should
seek to have repayment made for money that has been disbursed in the
past.

Mr. FITZOERALr). The first five periods, yes.
Mr. IFRRITY. It is like if you are at the half-time of the football

game and the home team changes the rules at half-time to affect the
football game in the first two quarters. I think that is about the best
analozry that I can think of with respect to the problem we have here
before the Senate today.

We certainly appreciate your attention to that problem.
Senator BYRD. I am very much interested in the problem, and I

want to help in any way flat I can. I have communicated with each
of my colleagues oi the committee setting forth the problem and also
I have been in consultation with the Treasury Department.

hopefully, something can be worked out, but it is not fair to go
back to the" localities and say, we have changed the methodology. As
a result of that change, we want you to pay back money that you
spent 4 years ago, or 3 years ago, or 2 years ago, or 1 year ago, money
that has already been spent. We want you to pay that back.

That does not seem to me to be reasonable, fair, or a good public
policy. I am glad to help in any way that I can. I do not know what
the outcome will be, but we will do the best we can.

Representative Fils1WR. If I might add, Senator, not only does it
not, seem fair, but I do not believe that it is consistent with t'he intent
of the Congress in its original enactment of the revenue sharing pro-
gram. The intent was to make retroactive adjustment for an arithmetic
change, something that changed in basic census data, but not a change
of -the methodology by which the formula was applied.

So that I think that we would be adhering carefully, strictly, to
the original intention of the Congress if we corrected the problem that
exists here.

Senator BYRD. The way you are expressing is the way the Senator
from Virginia Sees it, also,and I hope that something can be worked
out along that line.

I thank each of you.
The next witness is Mr. Wallace Gustafson, general counsel, Xa-

tional Association of Townships and Township Officials, accompanied
by Mr. Kenneth Greider, secretary.

STATEMENT OF WALLACE F. GUSTAFSON, GENERAL COUNSEL,
NATIONAL ASSOCIATION OF TOWNSHIPS AND TOWNSHIP
OFFICIALS

Mr. GUSTAFSON. Thank you. Mr. Chairman. Of course, the 17,000
townships in this country support the continuation of revenue sharing
as we have known it for'the last several years. We have filed our state-
ment here. You have a copy for members of the committee.

I would like to take just a few minutes to address myself to three
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concerns we have with the House-passed bill. The major concern we
have is the torturous language that has been provided for the defini.
tion of a local unit of government.

We are quite satisfied, from our study of the bill, that the 17,000
townships will qualify. We submit, Mr. Chairman, to do so, however,
is going to require tons and tons of paperwork by the ORS and the
17,000 townships around the country to demonstrate that they, in fact,
fit the definition of the act as passed by the House.

No. 2, we are concerned about the reporting and public hearing
provisions of the act. 'We contend that the time provided and the
timespan in the bill is out of cycle, out of gear, and does not match
the State-mandated hearings th t we have in our respective States, for
example, in the State of Minnesota, the budget of the whole township
is set by the electorate at the annual meeting. The second Tuesday ofMarch "in each year, the citizens of that township gather together by
State law and the budget is established by the people at the meeting,
not by the elected people, so that we contend that the reporting and
public hearing procedures in the House-passed bill simply do not
coincide with the provisions of the respective State laws.

Third and last, ir. Chairman, we are concerned about the auditing
provision1 the independent auditing provision. In the State of Minne-
sota, I sutpose the average revenue-sharing payment is $2,000 per
township. We have an independent outside audit every year at a cost
of $500 per audit.

We have built into our State laws around the country provisions
on the auditing procedure, so we feel that the provision of the act by
the Iouse does not serve any purpose.

In summary, Mr. Chairman, the townships take this position: No. 1,
that the language defining local unit of government is cumbersome.
It is going to require an enormous amount of paperwork, a lot of
proof and a lot of documentation.

We are satisfied that we will qualify under the act, but it is going
to be a very difficult, time-consuming,'laborious process to do.

I should say, Mfr. Chairman, of the total revenue-sharing budget,
about 5 percent goes to townships and there are 17,000 townships in
this country.

Second: The hearing and reporting procedures, we contend, are com-
gletely out of step or are out. of cycle with our State laws in respective
States, and lastly, the auditing we feel, is too costly a process to
impose upon these smaller townships in the United States.

I would like to yield the rest of my time, fr. Chairman, to my two
colleagues here, Bill Sanford, representing the Township Association
and the State of New York..

Mfr. Sanford?

STATEMENT OF WILLIAM SANFORD, ON BEHALF OF THE NATIONAL
ASSOCIATION OF TOWNSHIPS AND TOWNSHIP OFFICIALS

Mr. SANFOn). Just briefly, I have two very serious concerns. There
are 8 million people that livb in the towns of New York State. There
are 930 towns. We are keenly interested to see the program continue
for ourselves. We are equally enthusiastic to see it Continue for the
cities and counties and villages in the State.

In New York State, we have had two cities-maybe a third-that are
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in very serious financial difficulties. One0 city's office is being run by an"
emergency financial control board who just adopted a budget for the
city of Yonkers counting on the $1.7 million that they got last year
from this program.

We are all going out and borrowing money. We find going to the
marketplace for money is not what it used to" be.

In March of 1974, my town sold $2 million at 4.6 percent. Since then,
we hav3 had this fiscal crisis situation. We are paying as much as 9,
91/2 percent for short-term money, so I think it is important not only
that we get on with the program, but that it be resolved so that as
apparently many of you people feel today, that a minimum of red-

tape be involved in the processing.
Senator HATIAWAY [presiding]. Thank you very much.
Mr. Greider I

STATEMENT OF KENNETH GREIDER, SECRETARY, NATIONAL
ASSOCIATION OF TOWNSHIPS AND TOWNSHIP OFFICIALS

Mr. GRemrn. On behalf of the Association of Townships and Town-
ship Officials, we are pleased to testify.

Sitting here this morning and listening to the testimony, we did
see a lack of concern for our level of government, the town and town-
ship. We think it is important that we have the opportunity.

We believe that local officials are accountable to our constituents,
as mentioned here before this morning, and should be given the re-
sponsibility for the expenditures that they have to spend under
revenue-sharing funds.

I have no further statements. If you have any questions, wo A11 try
to answer them.

Senator HATHAWAY. I did not hear all of your testimony, but I take
it you have some criticism of the House-passed bill ?

Mr. GOuSTrSON. Our concern is threefold in this order.
Our No. 1 concern is the definition in the House-pased bill of the

local unit of government. We have made an indepth study on behalf
of the townships in this country. We think they are going to qualify
under the lanmage, but it is going to be a massive undertaking of
paperwork between the Office of Revenue Sharing and the 17.000 town-
ships to prove that they perform two or more of these functions. We
can do it, but it is going to be an enormous undertaking.

Senator HATHAWAY. You think it should be left the way it is?
Mr. GUATAFSON. We think so, Mr. Chairman. It has worked for the

last several years, and even more important, we are talking about a
rather small portion of the Federal revenue-sharing, pie.

I remind you again, about 5 percent of the budgets gom, to the
70,000 townships to become engaged in this torturous paperwork for
5 percent of the budget is an exercise in futility.

Senator HATHAWAY. The auditing procedures are concerned with
that ?

Mr. GUSTAfTON. We could live with that sort of thing, but I speak
most knowledgeably about Minnesota, where I came from.

The average township in the State has $2,000, $3,000 a year revenue-
sharing money. We have a built-in statutory auditing procedure in
Minnesota that has worked 110 years in the State. If we are going to -
have to go out and have this--tde lafiguage in the House-passed bill
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says an independent, outside audit, that is going to cost $500 a year,
more or less and think it is unnecessary.

Senator HATHAWAY. You do not have any quarl with any sunshine
provisions or civil rights provisions applying to the whole budget?

Mr. GUSTAFSON. We do not, as far as the townships are concerned.
Senator LIATHAWAY. Thank you very much.
[The prepared statement of Mr. Gustafson follows:]

STATEMENT OF NATIONAL ASSOCIATION OF TowNS AND TOWNSHIP OFFICIALS,
WALIACE F. fUSTAJSON, GENERAL COUNSEL

Mr. Chairman and Distinguished Members of this Committee, I am Wallace
Gustafson, attorney from Willmar, Minnesota and represent the National Asso-
elation of Towns and Township Officials. Joining with me in this presentation
are members of the Board of Directors of the National Association who also
represent the several state associations of townships and township officials from
throughout the United States. There are twenty-one states in the United States
that afford to their people the benefits of a township form of government, and
most of these state associations of township officials are members of the National
Association of Towns and Township Officials under whose auspices we appear
before you today.

When the State and Local Fiscal Assistance Act of 1972 was enacted establish-
ing general federal revenue sharing, the Congressional mandate was to '.elp
assure the financial soundness of state and local governments which is essential
to our federal system." As a further affirmation of Congressional intent, Con-
gress determined that the sound financial condition of local governments in our
country was critical to their survival, and hence it provided that two-thirds of
the general revenue sharing moneys allocated to each state be provided to local
governments and one-third to the state government. To date of the twenty billion
dollars of funds disbursed in the form of revenue sharing, approximately one
billion or 5% has been allocated to the townships in the United States. The
more than three years of participation of 16,467 townships exceeded in number
only by the 18,G51 cities who have registered a minimum of complaints and
unanimously endorse re-enactment beyond 1076 dramatically demonstrates that
the program has been a success and ought to be continued.

At the outset, the Nat'onal Association of Towns and Township Officials and
its constituent members believe that revenue sharing embodies those original
constitutional principles of government by the people which we will soon cele-
brate during the Bi-Centennial of our nation's birth. The fundamental premise
underlying the American federal system is a concept that government must
remain close to the people it serves. Within this system we suggest it Is the
townships and their elected officials that are most directly in contact with their
constituents, and we believe most responsive to the individual communities' real
needs. Federal revenue sharing encourages orderly local planning since officials
know in advance the funds they will receive; its procedures are elementary and
recipient governments need not employ additional expensive staff to cope with
federally designed paper work.

Of equal importance is the objective of revenue sharing to provide federal
assistance to all units of general government in the United States. Most other
federal aid programs are targeted at one or another specified level of government
and each of the hundreds of categorical aid programs addresses a particular need
that may exist in only a few jurisdictions. One of the tragedies of categorical
aid programs is the difficulty most local governments encounter in identifying
the sources of the grants and preparing and coping with the applications in
compliance with the diversity of federal regulations and procedures that apply
to all of these programs. The result has been that too often only the more affluent,
sophisticated and well-staffed units of government can compete successfully in
such grantsmanshipp" exercises. On the other hand, the association that we
represent applauds this new federal revenue sharing program, being mindful
that Americans in all communities have basic needs that require public services
and assistance.

When the Federal Revenue Sharing Act was enacted, it was understood that
decisions concerning the use of federally shared revenues would be made by the

-recipient governments and not by the Treasury Department. Priorities for the
uses of moneys are ordained locally and the citizenry of each community hold
their officials accountable for the decisions made. Township officials who are
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public-spirited individuals that give of their time for minimum, if any, remuner-
ation are in no position to go to Washington and roam the halls of HEW, HUD,
DOT and other departments to coax aid out of these agencies laden with red
tape. Federal prescriptions developed for universal application may be laudable,
but we do not have the time, patience or expertise to prepare the reams and
reams of paper necessary to justify and document our qualifications for the
hundreds of possible grant-in-aid programs. We in township government believe
that townships and their elected officials are in a better position to determine
the priorities of their own communities rather than appointed officials far
removed from us, especially since their decisions are subject to evaluation by
their constituents at the ballot box.

Our association supports the growing acceptance of the principle that revenue
sharing is a necessary element in a 3-part federal aid mix. A well rounded federal
aid system needs (a) categorical grants to stimulate-and support state and local
programs and areas of specific interest; (b) block grants to give states and
localities greater flexibility in broad functional areas of national interest and (c)
general support grants (revenue sharing aid) to reduce intergovernmental fiscal
disparities and to enhance the ability of states and localities to meet their own
diverse budgetary needs.

Those of us who work closely with state governments recognize that state
revenue sharing with localities is a practice at least a generation old, whereas
federal revenue sharing is a new concept or experiment in our American political
system. The public debate over federal revenue sharing is in high gear and the
greatest danger in evaluating the program is to exaggerate its benefits or con-
demn its shortcomings. Certainly the enactment of revenue sharing has not
ushered out financial predicaments and crises in local governments nor has it
produced a new generation of free-wheeling spenders of public moneys because
of the minimum of red tape entained in securing federal revenue sharing funds.
One of the most valued by-products of this new federal program has been to
reverse the trend of power and authority accumulating in Washington at an
ever-increasing rate.

There are many critiques that must be applied to evaluate this program, but
we believe that the townships in America must score high marks when one asks,
"Has the program increased local decision-making, increased citizen partlcpla-
tion, properly husbanded funds with a minmum of compliance violations, and
operated with dependability yet flexibility in such a way as to recognize and en-
courage the combination of national unity and local diversity that has made ours
the strongest of nations for nearly 200 years?"

We are sure that the virtuess and merits of the program have been outlined to
you with repetition ad nauseam and little new or imaginative light has been
cast on the subject. However, we are now in October 1975 and all units of gov.
ernment including the various state, cities and counties have urged upon you
the importance of an early congressional decision about the future of continued
revenue sharing. The need of townships to know about their future revenue shar-
Ing entitlements at an early date is greater than their need for advance informa-
tion about categorical aids. Shared revenues become a part of the general fund
of townships which is not necessarily the case with other aids. These funds sup-
port essential day-to-day service which in mqny cases would be eliminated or
paid for with higher local taxes should revenue sharing terminate. As reported
by the Department of the Treasury, the program was Intended to allow, along
with other things, hard-pressed Jurisdictions to maintain essential existing serv-
icesq, to reduce taxes or to prevent tax increases.

In this current period of national economic uncertainty and unprecedented
deficits, the economic situation at our local governmental level is also severe
where the problems resulting from inflation and rising unemployment have
reached crisis proportions. As distinguished froY4 the townships, the federal
government has preempted many sources of taxation and has a superior revenue-
raising instrument in the income tax-the most responsive and equitable tax in
use-as well as other fiscal and monetary tools that it alone possesses. Addi-
tionally, the federal government has the primary responsibility for the manage-
ment of our economy. If revenue sharing is to remain true to its original concept
and is to serve its purpose of underpinning local budgets, it should not be cyclical
but a stable and continuing program.

Mr. Chairman, we are honored to have had this opportunity to present testi-
mony and would be pleased to submit any other material or data which might
be useful in your deliberations. For the remainder of our allotted time, we invite
your questions and will attempt to supply the answers to the best of our ability.



125

OFFICE OF REVENUE SHARING, RECIPIENTS PAID TO DATE

Indian
tribes and

Jan. 1, 1972 through July 1975 Alaskan
Native

State name State Counties Municipalities Townships villages Total

Alab
Alas
Ariz
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Colb
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Haw,
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Missi
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New
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ama ..........Jka ............
Ono1 ...........
a1sas .........
fornia .........
fado ..........
necticut .......
ware ......
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do ...........gia ..........
i li .............:

0.............
is ............

|..o....... ....

as ...........
ucky .........
fana .........
a ............
land ..........
sachusetts ......
igan ...........
esota ..........
ssispl .........
ourt ............

Ana ...........
aska ..........
di .........
Hampshire.....
Jersey .......
Mexico ........
York .........
Carolina .....
Dakota-.

...........sylMni .........
ylvsand .......

Carolina ......
Dakota .......

issee .........

It ............

I............
nston .......
VlrtiIla.......
isin ..........
Ing ............

National total..

Senator HATHAWAY. Our next panel of witnesses is the Ad Hoc
Coalition of Revenue Sharing Reform: Nan Waterman, on behalf of
the U.S. League of Women Voters; Woody Ginsberg on behalf of the
Center for Community Change; William Taylor, on behalf of the
Center for National Policy Review, Catholic University Law School,
Clarence Mitchell, on behalf of the Leadership Conference on Civil
Rights.

STATEMENT OF NAN WATERMAN, VICE PRESIDENT, LEAGUE OP
WOMEN VOTERS OF THE UNITED STATES

Ms. WATMrMAN. I am Nan Waterman, second vicepresident of the
League of Women Voteii"f the United States, and Iand my fellow
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panelists are speaking to you today as representatives of the Ad Hoc
Committee on Revenue Sharing Reform. We represent a broad cross-
section of American citizens from trade-unions, civil rights, and nu-
merous public interest groups.

Many of the organizations in the committee have individually or in
cooperation with other groups, made lengthy, careful, and detailed
reviews and analyses of how general revenue sharing has operated at
the National, State, and local levels.

During our monitoring and research efforts, we posed the following
questions:

Were funds spent in compliance with nondiscrimination provisions?
Vere the allocations under the act's formula responsive to jurisdic-

tions faced with the heaviest service demands and financial strains?
Were citizens participating in a significant manner in decision-

making and as part of this concern, did the reports and the public
hearings under the act foster such participation?

Was Federal oversight exercised effectively, and did the funding
arrangement of entitlement meet the requirement of adequate account-
ability of local officials?

In the letter and explanatory memo sent by the ad hoc committee to
members of the Senate Finance Committee on Aumst 24, 1976, we
expressed our view that while H.R. 13367 as adopted by the House of
Representatives, does correct a number of the deficiencies in the pres-
ent law, it nevertheless fails to incorporate a number of essential basic
reforms. Furthermore, in the cases where the reforms have been made,
the modifications regrettably go only part way toward remedying
weaknesses.

Briefly, our coalition's views on the four areas of major concern are:
One: Nondiscrimination.-The House of Representatives did ap-

prove a series of strengthening civil rights provisions which on their
face assute that no general revenue sharing money may he used in any
program which discriminates against persons because of race, color,
religion, sex, national origin, age. or handicapped status.

However, the House failed to include a critical companion amend-
ment calling for the payment of reasonable attorney fees to successful
plaintiffs. Such payments are essential for persons who have been vic-
timized by discrimination in order to secure legal assistance in press-
ing their charges.

The ad hoc committee strongly urges the Senate Finance Committee
to include language providing for the payment of attorney fees.

Two: Allocations formuln.-With regard to the allocations formula,
the ad hoc committee found that the present general revenue sharing
formula fails to give adequate recognition to communities with high
numbers of families with incomes below the poverty level.

Recognizing this failure, the House Government Onerations
Committee approved a reform, the so-called Fascell formula. which
would have distributed $150 million of the available funds accord-
ing to the number of poor people living in a community.

A "hold harmless" provision was added to insure ihat no Jurisdic-
tion would receive fewer general revenue sharing funds than it had
during the calendar year 1976.

Unfortunately, the full House rejected this supplementary formula.
The principal concern expressed by those who opposed the Fascell
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compromise was that only those States which would to better under
the Fascell formula would stand to gain from any growth in the
program beyond its existing level.

To meet that concern, while at the same time providing some addi-
tional assistance to jurisdictions with the greatest need, wewould like
to propose that the interstate allocation be calculated on the basis of
the existing formula, while calculating the intrastate allocation on
the basis of the Fascell formula.

The expected effect of this proposal would be: (a) To hold each
State harmless at the $6.65 billion level provided for in the House
bill; (b) to permit all States to share in any growth in the program
beyond $6.65 billion; while (c) redistributing to a small extent the
allocation of money within a State in order to provide some additional
assistance to jurisdictions with the greatest need and the least ability
to tax.

Another problem with the allocation formula is that the minimum
and maximum provisions of the general revenue sharing formula serve
to further aggravate the inequities for communities most in need. The
current ceiling of 145 percent drastically reduces funds for such major
cities as Detroit, Boston, Baltimore, Newark, and Washington.

Estimates presented at the House committee hearings show over 900
jurisdictions receiving less than the formula would otherwise provide
because of this arbitrary cap.

Conversely, the GAO estimates that over 1,000 communities--some
of the wealthiest in the Nation-receive more than the formula would
otherwise provide because of the minimum guarantee.

We urge elimination of the minimum floor and suggest raising the
maximum ceiling from 145 percent to 300 percent.

Three: Citizen participation.-In my written testimony, I have
dealt at length with the citizen participation issues, but let me briefly
summarize.

It should be emphasized that reforms in the area of citizen par-
ticipation elicited wide support from both sides of the aisle both in
committee and on the floor.

The House bill makes important improvements in the reports which
local government officials must publish, the hearing procedures to
be followed, and in the link-between GRS and the overall budget of
the local jurisdiction. We hope that these amendments will be accepted
in full by the Senate.

There are, however, some points which need to be clarified. The
House bill contains two waivers. The first is a waiver of the require-
ments for publication of the proposed use reports and narrative
summaries.

The second is a waiver of the requirement for a prereport hearing.
As we have stated more fully in our written testimony, the circum-
stances under which these waivers are appropriate need to be spelled
out more clearly either in the bill itself or in accompanying report
language.

Second, because of the change in the Federal fiscal year, there is a
need to take into account the fact that most State and local govern-
ments operate under different fiscal years.

Finally, we would like to express our opposition to any attempt to
exempt local governments from filing their proposed use reports with



128

the Federal Government. We are also adamantly opposed to any delay
in the implementation of the provisions in the flou-e bill dealing with
citizen participation. public information and audit requirements.

Four: Oversight.-Finally, with regard to oversight, the ad hoc
committee believes that Conigress should not forgo its responsibility
to periodically review the operation of the general revenue sharing
program.

As our largest domestic grant program, general revenue sharing
should be subject to the same kind of periodic review and analysis
which Congress regularly conducts for other legislation. That is whv
we strongly urge. that general revenue sharing be subject to the regular
appropriation ind budget process.

To provide local government officials with sufficient leadtime for
planning local budgets, we support advanced funding plus regular
congressional oversight and-review for subsequent funding years.

Senator HATHWAY. Thank you.
[The prepared statement 6f Ms. Waterman follows:]

STATEMENT or NAN WATERMAN, VIcE PRESrDENT, Lz.aouz OF WOMEN VOTERS
OF THE UNITED STATES, ON BEHALF OF THE AD Hoo CoMmTZE ON GENERAL
REVENUE SIIARINo REFORM

On October 30, 1975, I testified before the Subcommittee on Intergovernmental
Relations and Human Resources of the House Committee on Government Opera-
tions on behalf of the League of Women Voters of the United States. At that time,
I explained how the League, as a result of its decade-long support of categorical
aid programs aimed at combating poverty and discrimination and obtaining
equal access to housing, employment and quality education had come to take
a careful look at the general revenue sharing concept when it originally was
proposed.

As I further stated in my testimony, "Since general revenue sharing has been
signed into law, the League's concern over the unrestricted flow of federal funds
has been reinforced by the impoundments, reductions and terminations of many
categorical programs, particularly those designed to aid minorities and the
poor." In earlier testimony, the League had expressed concern that "1... returning
power to the people should not mean an abandonment by the federal government
of its responsibility to generate, finance and oversee programs which further the
general well-being of all the nation's people, on an equitable basis."

For over three years, the League has been closely studying the general revenue
sharing program through the extensive field monitoring carried out by the League
of Women Voters Education Fund as part of the National Revenue Sharing
Monitoring Project. The Project's Intensive monitoring effort at the national,
state and local levels, carried out jointly by the League, the Center for Com-
munity Change, the Center for National Policy Review and the National Urban
Coalition. has been thoroughly documented in several publications which have
been widely disseminated to members of Congress, policy makers, national
public Interest organizations and Interested local groups. During this past winter
and spring, the Project has conducted a "second-round" of monitoring the simple.
mention of general revenue sharing at the local level. We are presently analyzing
our findings and anticipate releasing a publication that will document them
for concerned observers of the GRS program In the next few months.

In addition to the ongoing monitoring efforts of the Projects, many of the
1,300 local Leagues around the country hare formally or informally undertaken
studies of general revenue sharing in their communities. The critical problem
areas that the League has identified in the operation of general revenue sharing-
inequities in the allocation formula, lack of civil rights compliance, inadequate
citizen participation and public Information provisions, absence of national
oversight, and lack of Incentives for government modernization-have all been
observed first-hand through these monitoring efforts.

The League of Women Voters of the United States has been working through.
out the ORS legislative renewal debate along with the other civil rights, public
Interests and labor groups that constitute the Ad Hoe Commitee on General
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Revenue Sharing Reform to bring about improvements in the general revenuesharing program. On behalf of the Ad Hoc Committee, I would like to addressmyself in this testimony to the citizen participation provisions under the general
revenue sharing program.

Under the existing general revenue sharing law, recipient governments havebeen required-only to publish the mandated planned and actual use reports foreach entitlement period in order to fulfill their citizen participation require-
ments. Given these bare requirements, is it any wonder that Leagues and otherlocal monitors have consistently found minimal citizen Involvement in deci.
slons on how to use GIS funds'.

Although the rhetoric surrounding the passage of general revenue sharingimplied that it would bring government closer to the people, the transfer of fundswithout restrictions on their expenditure and without provisions for citizen inputhas frequently resulted in a cavalier attitude toward GUS funds on the part oflocal government officials. For example, during the first-round on Project moni-toring, League monitors in St. Louis County found that the county executive
proposed to use GRS funds to build a golf course and other recreational facili-ties in an under-populated part of the county, despite the fact that a similarproposal had been defeated by the voters when put to an earlier referendum.In its testimony during the House oversight hearings on general revenue sharing,the Southern Regional Council made the same point: local governments fre-quently have used GRS funds to pay for pet projects which have already beenvoted down by their constituencies. In order for citizens to be informed aboutand involved in decisions on the local use of GRS, provisions for timely publicnotification and hearings must be included in the legislation.
h.R. 13367, passed by the House of Representatives on June 10, included sev-eral amendments to the 1972 General Revenue Sharing Act that strengthen con-siderably the existing weak provisions for citizen participation and publicinformation on program decisions and expenditures. The Ad Hoc Committee Is

pleased with the steps that the House has taken to enhance citizen involve-ment in the general revenue sharing program and urges incorporation of thestrengthened provisions by the Senate Finance Committee. It should be em-phasized that reform in the area of strong citizen participation provisions elic-ited wide support in subcommittee, committee and in the full House from both
Mdes of the aisle.

I would like to enumerate the positive amendments in the House bill and the,-asons why the Ad Hoc Committee supports them.
(1) Reports on Proposed Use of Funds-H.R. 13307 requires recipient juris-dictions not only to report on how they expect to spend their allotments, butalso to provide comparative data on how the funds were spent during the pre-vious two entitlement periods. These reports must compare proposed, past andcurrent use of GRS funds to the relevant functional items In the local budgetand must also indicate whether a proposed use of revenue sharing funds is foran existing activity or for tax stabilization or reduction.

The planned use reports required by the existing 0RS legislation are so un-
specific that the disappearance of GRS funds into the general fund has becomestandard local practice. More detailed information, particularly on the relation-ship of GRS funds to the overall local budget is critical, If the proposed usereports are to be of any real use to citizens in making up their minds aboutthe validity of-the proposed expenditures. Moreover. in order for ORS to renmrtto Congress annually on the use of GRS funds as required by H.R. 13367, ORS
must l)e able to account for their expenditure at the local level.(2) Rrport.v on Use of Fundt.-Like the proposed ute reports (PITRs). theActual Use Reports (AURq) must show the relationship of the expended GRSfunds to the relevant functional Items in the local hudzet. Further, these re-portq, which must be available to the public for in.qpection and reproduction.
are required to explain all differences between how a lecal government had pro-posed to nue its 0RS funds and how it actually spent them during an entitle-ment period. In order to effect both local citizen oversight and national oversight,
the AUR muqt reflect differences between proposed and actual expenditures.(3) Public l7caring*.-HT.R. 13367 mandates tho public hearings: the firstone Is a pre-rerort hearing to be held at least seven days before submissionof the proposed use report to the Secretary of the Treasury: and the second
one Is a pre-budget hearinir to be held at leaqt seven days before the adoptionof the local budget. The Intent of those Individvals and groups in and out of
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Congress who are concerned with an expansion of opportunities for citizen
participation in the GRS process is to tie the GRS decision-making process as

-closely as possible to the local budgetary process. The requirement for two hear-
lngs, one on the proposed use of GRS funds and a subsequent one on the overall
budget (incorporating the use of OR funds) represents an attempt to encour-
.age citizen involvement in the total budget process. The existing GRS law man-
,dates nothing at all in the way of public hearings.

(4) Notif cation and Publicity of Public Hearlngs: Aooess to Budget Sum-
mary and Proposed and Actual UweReports.-Thirty days before the pre-budget
hearing is held, the proposed use report, a narrative summary explaining the
proposed local budget, and a notification of the pre-budget hearing must be pub-
lished in at least one Lewspaper of general circulation. Also, the proposed use
report, narrative summary and official budget must be made available to the
public for inspection and reproduction. Adequate notification about the budget
hearing and a chance to review the proposed use report and the local budget are
critical in assuring informed citizen input.

We emphasize that the time framework laid out in H.R. 13367 provides the
minimal reasonable notice. One month to assimilate the proposed use report-
and local budget and one week between public notification of the pre-budget
bearing and the actual hearing is not a burdensome requirement to impose on
state and local governments. We hope that they will take it upon themselves to
expand on this provision freely. -

Within 30 days after its adoption, the local budget must be published in at
least one newspaper of general circulation, along with a narrative summary
explaining it (including an explanation of changes from the proposed budget
and the relationship of GRS funds to the relevant functional items in the budget.)
The narrative summary must be made available to the public for inspection and
reproduction.

The purpose of publishing the local budget and the narrative summary is to
make the final budget decisions accessible to the local citizenry. No matter how
much input citizens have into the budget They will not be able to conduct effec-
tive oversight unless the final budget is readily accessible and understandable
to them.

Copies of the proposed and actual use reports must be furnished by the Sec-
retary of the Treasury to the Governor of the State in which the local juris-
diction is located. The local government must furnish copies of its proposed use
reports to the area-wide organization which carries out the provisions of Section
204 of the Demonstration Cities and Metropolitan Development Act of 1966.
Section 401 of the Intergovernmental Cooperation Act of 1968, or Section 302
of the Housing and Community Development Act of 1974. Although H.R. 13367
does not include the specific incentives toward government modernization that
the Ad Hoc Committee hoped to see enacted, we feel that these new require-
ments for sharing information on GRS expenditures are certainly a useful step
In the direction of intergovernmental cooperation.

Despite the improvements made in the area of citizen participation by H.R.
13367, there are a couple of aspects of the provision which concern us:

(1) Waiver of the requirements for publication of the proposed use reports
--and narrative summaries.-According to the language of H.R. 13367, requlie-

ments can be dropped (in accordance with regulations of the Secretary) where
cost would be "unreasonably burdensome" in relation to entitlement or where
"publication is otherwise impractical or unfeasible." Also, the 30-day require-
ment (the PUR is supposed to be published at least 30 days before the budget
hearing) can be modified if the Secretary is satisfied that citizens will be noti-
fied adequately.

Although the waiver was intended to exempt those few jurisdictions for which
the requirements would be excessive, the language as it now stands does not ade-
quately reflect the legislative intent of the subcommittee, full committee, or
House. Of particular concern to us is the inclusion of the phrase "when publica-
tion is otherwise impractical or unfeasible." We know from our observation of
legislative proceedings that the intent of the House was to make the notification
requirements reasonable for small jurisdictions-such as those who may not
have a newspaper and where notification might be better accomplished/by a
public posting of notice or inclusion of a notice with the local gas bill; or those
jurisdictions which receive such a small entitlement that the publication require-
ment would indeed be truly burdensome. We suggest that language be included in
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the Senate bill or in the accompanying Committee Report, to clarify the publica-
tion waiver according to its original legislative Intent. We believe this would
be useful to ORB in developing regulations to Implement the new law and would
help to clarify the appropriate use of waivers for local government officials.

(2) Waiver of the requirement for pre-report hearing.-The bill permits re-
cipient Jurisdictions to waive this requirement (in accordance with regulations
of the Secretary) if the cost is "unreasonably burdensome" in relation to the
Jurisdiction's allocation. Although the intent of the House was clearly to exempt
small units of government which get minimal allocations, the language of the
bill does not make this legislative intent adequately clear. Again, we think it
would be helpful to both the ORB and local communities to Include in the Senate
bill more specific language defining "unreasonably burdensome."

As I have mentioned, the intent of the strengthened citizen participation pro-
visions is to link the GRS decision-making process to the local budgetary process.
However, in a couple of instances the language of H.R. 1387 inadvertently
loses sight of implementing thin laudable goal. The League of Cities has accu.
rately pointed out the notification, hearing and reporting provisions logically
should be tied to the government's fiscal year rather than to the federal govern-
ment's fiscal year. Many local governments begin their fiscal year on July 1,
January 1, or on other dates than October 1. The language of H.R. 13367
ties the date of pre-proposed use report hearing to the submission of the
proposed use report to the Secretary by requiring that the hearing be held seven
days before the PUR is submitted. Submission of PURs is to be made "at such
time before the beginning of the entitlement periods as the Secretary may pre-
scribe." Since the GRS entitlement periods are fixed according to federal rather
than local timetables, we suggest that the language of the Senate bill should
be changed to coordinate submission of the PURs to the local government's
fiscal year schedule rather than to the federal government's entitlement schedule.
In that way the hoped-for coordination between GRS planning and the local
budgetary process would be maximized and no problems would arise with
awkward timetables. Similarly, actual use reports, rather than being submitted
"at such time as the Secretary may prescribe," as in the present language of
H.R. 13367, should be similarly tied to the local government's fiscal year by
requiring their submission at the end of the local government's fiscal year.

Although we fully concur with the League of Cities concern that hearing and
reporting timetables be linked to the local government's fiscal year, we part
company with them on their suggestion that only the actual use report be -sub-
mitted to the Secretary, on the grounds that it includes all the information
needed by the Federal Government, including a comparison with proposed use
report. From an accountability, auditing, and enforcement perspective, waiver
of submission of the proposed use reports to the Federal Government is a bad
idea. Although the actual use reports do require an explanation of all differences
between the proposed and actual expenditure of funds, this requirement would
have no teeth if the proposed use of funds were not initially submitted.

The intent of the House in including more rigorous requirements was to assist
local citizens, ORB and Congress in maintaining more effective oversight of the
GRS program. How will ORB be able to examine what a local Jurisdiction is do-
ing with GRS funds if it has only an after-the-fact explanation of differences
rather than a substantive proposed use report with which to compare the actual
us*report? The argument can also be put forth that if ORB is to develop a more
meaningful compliance program, then fully a year would elapse before it looked
at how recipient Jurisdictions were carrying out the new requirements for in-
creased specificity in the proposed and actual use reports. The requirement for
submission of proposed use reports does not, it should be pointed out, impose
any added burden on local Jurisdictions, since they are already mandated under
HR. 18367 to publish them locally and to submit them to area-wide Intergovern-
mental planning bodies.

We also disagree with the League of Cities' suggestion that the new annual
audit requirements be gradually phased-in. H.R. 13367 states that the Secretary
must publish regulations to implement this new requirement by March 81, 1977.
We think that six months-assuming likely passage of GRS legislation the near
future-provides enough phase-in time for state and local governments. They
have, after all, been administering the program for over five years. Also, it
should be noted that H.R. 13867 modifies its own audit requirements by stating
that the regulations should allow more simplified procedures or less frequent
audits for governments when the cost is unreasonably burdensome in com-
parison to the entitlement.
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The League of Cities suggests that all the new reporting, hearing, publication
and auditing requirements should not become effective until October 1, 1977.
Again, we strongly disagree with deferring implementation of the new require-
ments until one entire GRS entitlement period has passed. Such a deferral
would mean that most state ani local governments would be able to let their next
round of budget cycles go by without putting into effect any of the new
hearing and publication provisions to foster citizen participation.

Our last comment on the League of Cities proposal on citizen participation
concerns their suggestion that for internal consistency, the word "item" should
be replaced with "relevant functional Item" In Section 121(d) (1) (a) (11). We
strongly urge that the present language be retained. The legislative intent of
the use of "Item" is very clear here. Specifically, the section states that in the
budget to be made available to the public (along with the narrative summary
and PUR) before the budget hearing is held, each item to be funded with GRS
funds must be specified. In addition, the amount of funds budgeted for that
Item and percentage of the funds that come from the local government's alloca-
tion also must be specified. For example, the local government must state what
specific item It is proposing to spend GRS funds on, such as a new fire truck,
rather than merely on the relevant functional item-in this case public safety.
The PURs and AURs, it should be noted again, require specificity regardlnz only
the revelant functional items In the local budget. It is clear that without the pro-
vision for line item specificity in the published proposed budget, citizens will
have no way of pinpointing exactly how the local government plans to spend
its GRS funds in full detail.

In conclusion, I would like to reaffirm our support of the amendmentq In
H.R. 13367 that would strengthen citizen involvement In the general revenue
sharing program and urge their enactment by the Senate.

Senator hATAWAY. Mr. Taylor.

STATEMENT OF WILLIAM TAYLOR, ON BEHALF OF CENTER FOR
NATIONAL POLICY REVIEW, CATHOLIC UNIVERSITY LAW
SCHOOL

Mr. TAYLOR. T am William Taylor. and I am goin, to address my-
self to the civil rights aspect of the legislation. T am pleased to be here,
and both pleased and honored that Clarence Mitchell has associated
himself with my testimony. Both of us are available for answering
questions.

I'd like to make three major points before getting into the text, of
the legislation. The first is that administrative enforcement, which is
what is provided for in this bill. is absolutely cncial to protecting
the rights of citizens to be free from discrimination.

That. is renilly the principle that Congre s established in 1964 under
title VT of fhe" Civil Rights Act. Contrress decided then that despite
the availability of court suits. the right of citizens to go into court.
and the right of the Government to go into court that thrse remedies
are insufficient when you are dealing with problems that are as en-
trenched as these problems of discrimination are.

Because title VI was enforced, we had a great deal of progress in
dealing with desegreaat.ing the schools,. deseregating the hospitals,
and desegregating other public facilities. This progrem would not
have been possible if one simply said, "let us rely on the courts." That
is what i- at stake riaht here.

Second. we have. had a great deal of discrimination that has oc-
curred with the use. of revenue-sharing funds. You have held some
hearing's on that. Further, this discrimination is documented in re-
ports that our group has issued and in a report we prepared for the
National Science Foundation. I will not go into detail, except to say
it occurs in the area of public employment at both the State and local
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level. Employment is a critical area, because public employment is
where employment opportunities are growing. If minorities and
women do not have the opportunity to participate there, then their
situation will not get better. It may. indeed, get worse.

Third, the record of the Department of the Treasury in handling
the responsibilities that Congress gave it in enacting the 1972 Jaw has
been almost totally devoid of accomplishment. We have not seen effec-
tive redress of complaints of discrimination. We have not seen affirma-
tive action. That, too, I would be prepared to back up, if there are
questions about it.

In fact, the default of the Department of Treasury regarding civil
rights enforcement was so pervasive that it led the House of Repre-
sentatives to make significant changes in section 122.

I want to briefly summarize the most important of those changes
and briefly explain why we think they are vital to protect the rights
of citizens to be free from discrimination.

H.R. 13367 includes:
First, a requirement that new revenue sharing payments be sus-

pended or deferred if, 90 days after a finding of discrimination by
the Secretary of the Treasury, a court or another Federal or State
agency, compliance has not been secured.

There has been some comment this morning, indicating that every-
body is for fairness and due process. I want to assure you there is fair-
ness and due process in the proceedings outlined in the House bill.
Not a dollar of funds will be cut off, or even temporarily suspended,
without the opportunity for hearing.

The necessity for this provision was the absolute refusal of the De-
partment of Treasury to use the fund withdrawal provisions provided
in section 122. The only time funds have been suspended was when a
Federal court ordered' Treasury to defer payments to the city of
Chicago because of blatant practices of discrimination in its police
department.

The goal, of course, is not to deny needed funds to States or locali-
ties, but to secure compliance with ihe law.

The experience of other Federal agencies has demonstrated that
once an agency makes it clear that it is prepared to withhold funds
from law violators, it rarely is required to do so; since most recipients
will remedy discrimination without awaiting sanctions. Treasury has
refused to learn this lesson and as a result, it has almost no record of
achievement to show for 4 years of effort.

The key, in our view, is a credible sanction, one that can be utilized
at appropriate and expeditious points.

Second, the House bill has a requirement that where recipients are
charged with discrimination, they assume the burden of proving that
revenue sharing funds are not being used for the discriminatory activ-
ity in question. This provision deals with a loophole in the current law
that has been documented by the GAO and others. Because of the
fungible character of revenue sharing funds, recipients are now able
to shield themselves from liability by designating funds for activities
not vulnerable to charges of discrimination while actually making the
money available for other programs or activities.

Third, I would like to discuss the prohibition against discrimina-
tion because of religion, age, or handicapped status. Discrimination
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because of race .color, national origin, or sex was prohibited by the
1972 law. This amendment was occasioned by findings that discrimi-
nation on grounds of religion, age, or handicapped status is a con-
tinuing problem in activities financed by revenue sharing, particularly
in State or local employment.

The religious provision has prompted much discussion; let me re-
spond to this.

The concern that has been voiced is that the ban on religious dis-
crimination would interfere with legitimate activities such as giving
preference in employment or service-by a religiously operated institu-
tion to members of the same religion.

These concerns are not warranted and are based on an apparent
failure to read the House bill carefully. H.R. 13367 explicity says that
the prohibition is to be interpreted in accordance with title VII of the
Civil Rights Act of 1964 and title IX of the education amendments
of 1972, as well as other civil rights laws.

Both of these titles specifically accord to religious organizations
the right to give a religious preference and these exemptions under the
House bill are incorporated by reference into revenue sharing.

The only conceivable source of concern would be that this prefer-
ence applies explicitly only to employment and education services and
not to other types of services that may be funded through revenue
sharing through grants by State and local governments to religious
organizations.

This problem, if it is one, could easily be handled by a statement in
this committee's report that the religious exemption is intended to
apply to all types of services and funded by revenue sharing.

One also could state in the legislation itself that that exemption for
religious preference applies to all types of services and activities.

I might add that I do not understand the earlier concern raised re-
garding age discrimination. There is no way that providing meals-on-
wheels to older people or having a program for young people is going
to be construed as discriminatory on the basis of age. There are court
decisions that make this clear.

Fourth, there is a requirement in the House bill that the Treasury
Department establish specific time limits for processing complaints
and completing investigations. This provision is designed to deal with
the problem of delays that have plagued Treasury's investigative proc-
ess and that have kept complainants waiting for a year or more before
the I)epartment even determines whether there is a violation of law.

If these and other changes that the House incorporated into H.R.
13367 are enacted into law, for the first time citizens may have some
reasonable assurance that the Federal -Government will protect them
from ads of discrimination in programs financed with their tax
dollars.

I do want to urge consideration of one further amendment. While
the House bill gives explicit recognition to the right of citizens to bring
civil suits in Federal court to prevent discrimination in revenue shar-
ing, it omits a provision adopted in the House Government Operations
Committee permitting the court to make an award of attorney's fees to
the prevailing party.

Without such a provision, under the Supreme Court's decision in
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the Alye8ka Pipeline case, a court can award such fees only in unusual
circumstances.

Lacking an attorney's fee provision, few suits are being brought to
remedy discrimination under revenue sharing, because only a hand-
ful of lawyers are able to provide representation for clients who can-
not pay.

Similar statutory provisions authorize the award of attorney's fees
in most civil rights statutes, including those dealing with education,
housing, and employment.

There is every indication that these provisions have accomplished
their purpose, that is, that they have aided in the vindication of rights
established by Congress. There is no evidence that these provisions
have led to frivolous or harassing suits, or to any other abuse.

Finally, I do feel compelled to say that there are many of us who
have observed general revenue sharing closely over the past 3 years
who have serious doubts as to whether the program should be con-
tinued in its present form.

Adequate funds have not gone to the places where the needs are
greatest--the older cities and rural areas beset by poverty and decay.

In few places has a fair accounting of the real impact of revenue
sharing aid been made to the. citizens whose tax dollars are being
spent or to the Congress which appropriates the funds. As a result,
no one can say with certainty what benefits have flowed from the
program.

Too, there is scant evidence that the revenue sharing program has
encouraged local governments to engage in coopertive planning with
their neighboring jurisdictions to deliver services more effictively
and efficiently. If anything, the evidence indicates that municipalities
continue to be unaware of the economics to be derived by joint action.

While I know you have held hearings on some of these matters,
Senator, I feel bound to say that holding only 13 hours of public hear-
ings on legislation which has already had $30 billion expended on its
behalf, along with the proposed additional disbursement of $25 million
seems to me to be grossly inadequate.

Many of the people who are urging extension of revenue sharing
seem to regard it as a kind of holy writ that was handed down in
1972. I would like to think that we could learn from our experience
with revenue sharing laws; and that we could make the necessary
adjustments to assure an equitable and efficient distribution of these
funds.

I know the time is short, and I know that you have seen the report
that our group has issued on this subject; however, I would urge the
committee to at least look at some of the findings that have been made
regarding some of these key issues on the basis of research, investiga-
tion, and monitoring, and judge not simply on the b*vvf-the self-
serving statements of the various interest groups, including ourselves,
who are vitally concerned with this program.

I hope with the limited time remaining, that this examination can
still be undertaken. However, we feel absolutely convinced that if the
revenue-sharing program is to be continued, it is essential that
Congress not allow it to become a vehicle for dissolving the hard-line
Federal protections against discrimination.
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That is why we hope this committee will concur on the provisions
that the House adopted for effective civil rights enforcement, and add
a section authorizing attorneys' fees.

Thank you.
Senator HATIIAWAY. Thank you.
I suppose on the attorneys' fees there could be some provision of

the dge not awarding them when he thinks the case is frivolous.
Ir.,TAYLon. That is right. It would only go to a prevailing party-

in any case. It is hard to believe that a judge would ever think that a
party who won this case brought a frivolous suit. In any event, it
could be legislated that would be within the discretion of the judge, to
award these fees where it is determined that the suit is substantial and
not frivolous.

[The prepared statement of Mr. Taylor follows:]
STATEMENT OF WILLIAM L. TAYLOR, DmECTOR, CENTER FOR NATIONAL POLICY

REVIEW, SCHOOL or LAW, CATHOLIC UNIVERSITY
Mr. Chairman and members of the committee: My name is William L. Taylor

and I am Director of the Center for National Policy Review, a legal research and
advocacy group affiliated with Catholic University Law School. The Center is
one of a group of organizations that has engaged In an intensive effort over the
past three years to monitor the operation of general revenue sharing in com-
munitles throughout the nation and to gauge the impact of the law upon minor-
ities and poor people. Our fact-finding and research efforts have been directed
particularly toward issues of equity-the fairness of the formula for allocating
revenue sharing funds to states and localities and the implementation of the
statutory bar against discrimination in the use of revenue sharing assistance.

I am grateful for the opportunity to share our findings and perspectives
with this Committee and I am pleased and honored to be able to say that
Clarence Mitchell, the Washington Director of the National Association for
the Advancement of Colored People and Legislative Chairman of the Leadership
Conference on Civil Rights, has associated himself with my testimony.

Since I know that the Committee's time In short, I will limit my testimony
to the critical issue of enforcement of civil rights, but I ask the Committee's
permission to Insert In the record of these hearings my statement before a
subcommittee of the House Government Operations Committee which dealN
with other changes that are needed to Introduce greater equity, accountability
and efficiency into the revenue sharing program.*

In enactinsr the State and Local Fiscal Assistance Act of 1972, the Congress
recognized that notwithstanding Its desire not to impose strings on recipients
of federal aid, it had to take steps to assure that there would be no discrimination
based on race or other Invidious considerations in the use of revenue sharing
funds. Accordingly, Section 122 of the Act applied to revenue sharing aid the
base principle established In Title VI of the Ciyil Rights Act of 1964-that
every federal department and agency has a responsibility to assure that the grant
programs it administers are operated in a nondiscriminatory manner.

Title VI was adopted because Congress understood that then existing remedies-
private law suits and even court action initiated by the Department of Justice-
were Inadequate to cope with widespread and long entrenched practices of
discrimination.

It Is not too much to say that a very signifleant part of the progress made by
black people and other minorities during the 1960s Is traceable to this key dpci~lon
that Congress made In the 1964 Act. As a result of vigorous enfocemient of Title
VI during Its early years. much was accomplished in desegregating public schools
and in removing the stain of racial discrimination from hospitals and other public
facilities.

The enactment of a similar bar against discrimination in revenue sharing was
of great Importance because revenue sharinr funds are widely used In two
area----state and local employment and public services--where problems of

*This was made a part of the official flies of the committee.
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discrimination existed but where few legal remedies were available prior to
1972.1

But the policy against discrimination expressed by Congress In Section 122
of the law has been frustrated by the failure of the Department of Treasury
and its Office of Revenue Sharing to discharge their statutory responsibilities.

The Inactivity of the civil rights unit of Treasury cannot be attributed to a
sudden disappearance of problems of discrimination. In the studies our Center
has conducted we have found widespread evidence of discrimination. We looked
at 33 Jurisdictions, mainly medium and large cities, and found that in the great
majority there were wide gaps In the percent of minorities and women who were
In the work force compared with the percent employed in particular city depart-
ments and agencies and often in the city as a whole. Many departments and
agencies failed to employ minorities not only in professional and managerial
positions but even in blue collar and secretarial jobs where minorities were em-
ployed elsewhere in the city.

The GAO has found similar disparities in studying other Jurisdictions. These
disparities reflect various kinds of practices that do not conform to the require-
ments of federal civil rights law-the use of tests for hiring and promotion that
exclude minorities and that are not job related, the failure to adopt affirmative
techniques for recruiting minorities and women, and sometimes just simple,
blatant discrimination Even assuming that states and local governments are
willing to cooperate 1i. bringing their practices into compliance with the law,
a major federal effort Is clearly required. And with state and local employment
cmstituting the most rapidly expanding field of job opportunity, it Is also clear
that such an effort by h federal government is crucial to the economic advance-
ment of those who have been N victims of discrimination.

Similarly, in the area of public services there is evidence of discrimination.
In Haiwkins v. Shaw and several other cases, federal courts have found classic
"wrong side of the track" situatons in which neighborhoods occupied by blacks
were unpaved. unlit, inadequately served by drainage, sanitation and other serv-
ices while white areas had better s*rvio:s across board. Revenue sharing is the
first program permitting subsidies to all these kinds of municipal services. In
larger cities. Inequities In municipal services are not usually as blatant as those
found In the Shaw case, but our study found that people in minority and ghetto
neighborhoods had strong feelings that they were not receiving equal services.
Such situations cry out for investigation and for the development of standards
to gauge the equality of services subsidized by revenue sharing. To date, the
Department of Treasury has taken neither step.

Indeed, the default of Treasury in civil rights enforcement has been so perva-
sive that the House of Representatives felt it necessary to make several sig.
nificant changes in Section 122. I would like to summarize briefly the most Im-
portant of these changes and the reasons we believe they are vital to the rights
of citizens to be free from discrimination,JI.R. 13367 includes:

(1) A requirement [122(b)(3)] that new revenue sharing payments be de-
ferred or suspended if, 90 days after a finding of discrimination by the Secretary
of Treasury, a court or another federal or state agency, compliance has not been
secured. This provision was occasioned by the absolute refusal of Treasury to
use the fund withdrawal provisions that Congress provided in Section 122. The
only time funds have been suspended was when a federal court ordered Treasury
to defer payments to the City of Chicago because of blatant practices of dis-
crimination In Its police department. The goal, of course, is not to deny needed
funds to states or localities but to secure compliance with the law. The experi-
ence of other federal agencies has demonstrated that once an agency makes It
clear that it Is prepared to withhold funds from law violators, it rarely Is re-
quired to do so since most recipients will remedy discrimination without await-
lg sanctions. Treasury has refused to learn this lesson and, as a result, it has
almost no record of achievement to show for four years of effort.

(2) A requirement that where recipients are charged with discrimination,
they assume the burden of proving that revenue sharing funds are not being
used for the discriminatory activity [122(a) (2)]. This provision deals with a
loophole In the current law that has been documented by the GAO and others:
that because of the fungible character of revenue sharing funds, recipients are

1 In prohibiting private job discrimination, Title VII of the 1964 Act exempted state
and local employment, a loophole that was not closed until 1972. Section 122 provides the
chief administrative remedy for such discrimination.and lawsuits by the Department of
Justice are the major Judicial remedy.
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now able to shield themselves from liability by designating funds for activities
not vulnerable to charges of discrimination while actually making the money
available for other programs or activities.

(3) A prohibition against discrimination because of religion, age or handi-
capped status. Discrimination because of race, color, national origin or sex was
prohibited by the 1972 law. The amendment was occasioned by findings that dis-
crimination on grounds of religion, age or handicapped status is a continuing
problem in activities financed by revenue sharing, particularly in state or local
employment. Some concerns have been voiced about the possibility that the ban
on religious discrimination would interfere with legitimate activity such as the
giving of a preference in employment or service by a religiously operated institu-
tion to members of the same religion. These concerns are not warranted and are
based on an apparent failure to read the House bill carefully. 11.R. 13367 ex-
plicitly says that the prohibition is to be interpreted in accordance with Title
VII of the Civil Rights Act of 1964 and Title IX of the Education Amendments
of 1972 (as well as other civil rights laws). Both of these titles specifically
accord to religious organizations the right to give a religious preference and these
exemptions under the House bill are incorporated by reference into revenue shar.
Ing. The only conceivable source of concern is that this preference applies ex-
plicity only to employment and education services and not to other types of
services that may be funded by revenue sharing through grants by state and
local governments to religious organizations. That problem if it is one could
easily be handled by a statement in this Committee's report that the religious
exemption is intended to apply to all types of activities funded by revenue
sharing.

(4) A requirement [124] that Treasury establish specific time limits for proc-
essing complaints and completing investigations. Th!s provision is designed to
deal with the problem of delays that have plagued Treasury's investigative
process fnd that have kept complainants waiting for a year or more before
Treasury even determines whether there is a violation of law.

If these and other changes that the House incorporated in H.R 13367 are
enacted into law, for the first time citizens may have some reasonable assurance
that the federal government will protect them from acts of invidious discrimina-
tion in programs financed with their tax dollars.

One further amendment is needed however. H.R. 13367, while giving explicit
recognition to the right of citizens to bring civil suits in federal court to prevent
discrimination in revenue-sharing, omits a provision adopted in the House
Government Operations Committee permitting the court to make an award of
attorneys fees to the prevailing party. Without such a provision, under the
Supreme Court's decision in the Alyeaka Pipeline case, a court can award such
fees only in unusual circumstances.

Lacking an attorneys' fee provision, few suits are being brought to remedy
discrimination under revenue sharing because only a handful of lawyers are able
to provide representation for clients who cannot pay. Similar statutory pro-
visions authorize the award of attorneys' fees in most civil rights statutes in-
cluding those dealing with education, housing and employment. There is every
indication that these provisions have accomplished their purpose, i.e., that they
have aided in the vindication of rights established by Congress. There is no
evidence that these provisions have led to frivolous or harassing suits or to any
other abuse.

Mr. Chairman, many of us who have observed general revenue sharing closely
over the past three years have serious doubts about whether the program ought
to be continued in its present form. Funds have not gone proportionately to the
places where the greatest needs are-the older cities and rural areas beset by
poverty and decay. In few places has a fair accounting of the real impact of
revenue sharing aid been made to the citizens whose tax dollars are being spent
or to the Congress which appropriates the funds; as a result no one can say with
certainty what benefits have flowed from the program. There is scant evidence
that the revenue sharing program has impelled local governments to engage in
planning or to cooperate with their neighbors in delivering services more effec-
tively and efficiently; if anything, the evidence goes the other way.

If, notwithstanding all this, the general revenue sharing program Is to be
continued, it Is essential that Congress not allow it to be a vehicle for dissolving
hard won federal protections against discrimination. That is why we hope that
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this Committee will concur in the provisions for effective civil rights enforce-
went adopted by the House and add a section authorizing attorneys' fees.

Senator HATHAWAY. Mr. Ginsberg?

STATEMENT OF WOODY GINSBERG, ON BEHALF OF THE CENTER
FOR COMMUNITY CHANGE

Mr. GINSBERG. My name is Woody Ginsberg. I am speaking on
behalf of the Center for Community Change.

I do not have a formal statement to present for the record. I do want
to associate myself with the remarks made by my colleagues in the
league, with Mir. Taylor and the Center for Policy Review, the Na-
tional Urban Coalition, and all of us who participated in what we
consider to be one of the most extensive, careful, and ongoing monitor-
ing investigations into the general revenue-sharing program.

I share some of the distress that my colleagues have with the dis-
cussion among some of the Senators and witnesses today regarding
reporting. Let me just take a very brief minute or two on that.

I think that we should all keep in mind, that general revenue shar-
ing was intended to assist those communities that were suffering
financial stress as their tax bases were being reduced-those com-
munities that were hit by both heavy unemployment and extensive
service needs. All of the explanations in support of general revenue
sharing for those areas were based on helping those communities where
the needs are greatest and turning over to local governments, local
officials, and local citizens-that I want to emphasize-local citizens,
an opportunity to use those funds that are allocated to them in the
most effective wav.

That is why We strongly support the House-passed bill which calls
for major additions of public information so that citizens can intel-
ligently comment upon and advocate priorities that they wish to be
addressed bv their local officials.

Without the kinds of reports that are called for, the funds just get
mixed up with the rest of the general revenues of that community,
and became completely indistinguishable from those other dollars.
Hence, citizens have no way of knowing whether these funds that are
intended to serve the basic needs of those communities are in fact,
being used that way, or whether they are being wasted in some
frivolous manner, or being expended in such a way that they do not
reach all of the citizenry.

If the testimony of all of the officials who appeared here before us
is accurate, and they are spending those funds in ways that represent
the most pressing needs in the community, that is fine, but we do need
to have some way to check on it. If the local citizen groups for which
we work are to be intelligent participants in the whole budgt process,
not only regarding how general revenue-sharing funds are being
spent, they have to have basic facts on which to make their judgments.
To suggest that just putting the money on the stump and letting the
local officials spend it in whatever way they want without any kind
of reporting seems to urindefensible. It seems to us to be completely
contrary to much of the support which Congress, in 1972, gave to the
general revenue-sharing legislation.
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So I would strongly urge that the Senate in no way diminish or
erode those new opportunities which we have outlined in our overall
statement for a greater reporting to citizens, greater participation in
public hearings, and greater opportunities for commenting on whatthe local government is goiny to do, so that citizens can indeed play a
more effective role and participate more fully, as the law intended.

Thank you.
Senator HATHAWAY'. Thank you.
Mr. Mitchell f

STATEMENT OF CLARENCE MITCHELL ON BEHALF OF THE
LEADERSHIP CONFERENCE ON CIVIL RIGHTS

11r. MnTwcm:iin. Thank vou, Mr. Chairman. I have no prepared
statement. I am fully associated with Mr. Taylor's presentation, be-
cause in our method of operating in the Leadlership Conference on
Civil Rights and indeed, the NAACP. with which I am identified,
we iegard him as an expert in this field, and rely on him to present
the kind of testimony that would most express our point of view.

In view of what went on in this committee this morning, and in
view of what. we now have before us. I am loved to make a couple of
observations which I believe this country ought to have.

First: I want to sav that I have been in the Nation's Capital more
than 30 vears working with the Members of Congress and trying to
promote-the idea of good government. I have served our couintrv in
the form of the United Nations as an official representative, anil in
that forum, I have tried to show the great value of our system of
government.

I have a brother who is in the ITouse of Representatives and serves
on the Budget Committee of the Conaress. My oldest son is a member
of the Maryland Senate, and my third son 1, a member of the city
council in Baltimore. where he serves on the budget committee.

T have a passionate commitment to the legislative process in pro-
ducing the laws and the policies under which we live as a people.

Leaving sid that. I would say that this treatment of the civil righ-ts
aspects of this problem. if I did not know what I know about the
legislative Process, if I did not believe in it. n I do, I would be com-
pletely disillusioned by what happened here this morning. and what
we see now with the spectacle of empty chairs, some of which should
he occupied by the very members of this committee who were having
so much to say about what the black vote meant in some of the com-
minitiesq of this Nation.

It sol happens that I know the community of Baton lRouge of which
Senator Long and the mayor addressed themselves today. I happen
to have received a key to that city the last time T was there, and it was
because there has been a fundamental change in the electorate, the
black voters coming out and voting for people who hold the reins of
government.

T would say that it was my L'ood fortune to share time wih the
Governor of Louisiana last year and again this year when he intro-
duced me at a meeting down in New Orleans.

He would not be in office except for the fact that there has come
enlightenment to the State of Louisiana, because of voting.
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Senator Long, I am not sure you were here to hear him. In any
event, he made the observation which had this import-that you (1o
not need the civil rights protections because the black voters are down
there voting for the mayor and Governor and so forth.

I would say that my recollection includes the period of this
country's history when every single civil rights effort that we made was
opposed by Senator Long, and I would say we all know in a period
where there is guerrilla warfare against those great legislative ac-
complishniments which were designed to protect cii rights in 1964,
we got added to the law of this Nation title VI, which requires that
there be no discrimination in the expenditure of Government funds.
And because we have had that legislation, as Mr. Taylor has pointed
out, we have been able to get doctorss and nurses into hospitals where
previously they would have been excluded, even though they were
getting Ie(leral money.

Because of that legislation, in many of the communities of our
land-and indeed, the very one in whieh I live-we have been able to
get benefits of governn.t that would have been denied to us, because
the law was not there, and I refer to this as guerrilla warfare because
it is mv belief that the kinds of observation that were made today arenot designed merely to try to keep out of this legislation the 1)*rovi-
sions that have been passed by the House.

This is designed to make an attack on the principle of title VI and
to destroy what we had won in the way of getting fairness in the ex-
penditure of Federal funds for all of our citizens, and I would say
that. if the black people of this country could hear what went on
here today, it would be my opinion that they would be outraged, be-
cause here you have people-the very same people who when the
Higher Education Act comes on the floor. if it does this week. are
going to try to get in their amendments to thwart the decisions of the
courts which would im lement school desegregation.

Those same people are coming in here saying they do not want
Federal string. attached to a law which, as Mr. Taylor has pointed
out, spends billions of dollars, collected from all of the people, for
purposes that may be frivolous or purposes that may be worthwhile,
but it eems to me that since this money is collected from all of the
taxpayers, those who receive it. who ought to be accountable to some-
body and that somebody, it seems to me, ought to be the Federal
Government

I think that it is a cruel deception of the American people to try
to make it appear that when the Federal Government seeks to have
accountability to provisions requiring fairness to ridicule that and
talk about bureaucratic intercession and things of that sort. I have
tried, in my community, to implement some of these Federal provi-
sions that are designed to help the people and I have found that the
hostility against trying to implement them the way Congress intended
to have the money spentis often monumental.

Speaking of accountability, there was an occasion in my church in
a program that we had set up for the help of the poor that. city officials
did not like some of the people who were in it, and they actually
attempted to prosecute a clergyman who had spent some money to
try to assist a victim of a fire who was one of his church members.

76-811-7-6----10
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Fortunately, commonsense prevailed, and he was not, and those
same people who would seek prosecution against the clergyman be-
cause he tried to help one of his parishioners with some Federal money
probably amounting to less than $100 are now up here saying let's
give out $30 billion, $40 billion, whatever it is, and let them spend it
any way they care to spend it.

I cannot imagine anything worse for the people of this Nation to
take that kind of attitude, anything more discouraging, more likely
to unite the fires of anger, than to say about this civil rights provision,
we don't need it.

Finally, I would like to sav it also grieves me to hear the kind
of-I was trying to think of the adequate word. I have never been to
a burlesque show in my life, but I would say that it was a sort of a
burlesque-type of humor with which this thing was treated, even by
my good friend. Mayor Gibson.

I cannot even believe in his city that they are so pure and so
considerate of everybody that they do not need civil rights regulations
to keel) them in line.

I would not question the mayor personally, but I would say surely
since his people are human, he nust also have some people who would
use prejudice instead of fairness in administering the law, and with
respect to the religious situation, and on this I will close, I am a
Methodist. I have nothing in a truly derogatory way to say about my
church or any church, but a church is also made up o? humans.

I am the chairman of the board of trustees in my church, and I
remember iihe great fight we had to desegregate the hospital right in
this community that was owned by my church.

I am aware of the fact that many of these religious institutions that
operate places where individuals are employed also discriminate, and
so that was for that reason, and my long effort to get civil rights legis-
lation passed, that I always asked that there be included prohibitions
against discrimination on the part of race, national origin, and now
sex. With respect to religion, I remember when we were fighting World
War II we had a great battle to see that Seventh-day Adventists, to
get opportunity to work, they could not work on their Sabbath, and
for that reason'they sometimes were not hired.

As I understand this provision, all we are trying to. do is to say
that when Federal money is expended for matters that permit or
require the employment of people or the rendering of services that
are available to the general public, nobody can discriminate against
would-be recipients, or would-be employees, on the basis of religion,
and it is inconceivable to me that people would have any trouble with
that provision.

Therefore. I earnestly hope that we will, in fairness, include the
language as it was passed by the House.

With respect to legal provisions, we have a very recent and present
illustration of why it i's an unequal contest where people seek to
vindicate their rights.

In the State of Mississippi, we have just been hit as an organiza-
tion, the NAACP with a judgment of $1.25 million against us because
blacks in the city of Port Gibson, Miss. picketed as a protest against
discrimination, and the irony of this is that in order to appeal, we
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must put up a bond that is 125 percent of the judgment. In other
words, just to appeal, we are going to have to put up $1.5 million and
I cannot see how anybody could eel that it is an equal contest when
the States that have access to the treasuries, cities that have access to
the treasuries or those communities are engaged in a lawsuit with
private people, and the private people must finance it out of their own
pockets.

I thank you for your patience, Mr. Chairman, and especially for
your being here.

Senator HATHAWAY. WVell, Clarence, thank you very much for being
here, and thank all of you.

As you pointed out, other members of the committee are not here.
I have a number of questions to ask you, because I am in support of

everything that you said, and hopefully I can muster enough support
on tfis committee to carry through on most if not all of the provisions
necessary to carry it into effect.

I want to thank all of you for coming here, and I understand Sena-
tor Curtis will not be here. le had some questions to ask you that he
will submit in writing to you, either today or tomorrow, and we will
leave the record open for those questions.

Thank you very much.
Tle committee will recess for about 10 minutes, because there is a

vote going on.
A brief recess was taken.]

Senator GRAVEL. We will continue on with the hearing.
The next witness is Mr. John Cosgrove, the legislative director,

Public Employee Department, AFL-CIO.

STATEMENT OF JOHN E. COSGROVE, LEGISLATIVE DIRECTOR,
PUBLIC EMPLOYEE DEPARTMENT, AFL-CIO

Mr. COSGROVE. Thank you, Senator.
Senator, I have a longer statement which you might make part of

the record, but in conformance with the wishes of the committee-
Senator GRA VEL. Please. That would be accommodating.
Mr. CosoRovE. With your concurrence, I would like also to submit

a letter addressed to the chairman of the committee just given to me by
one of our AFL-CIO brother departments, the building construction
trades department.

Senator GRAVEL. That will be placed in the record.
Mr. CosoRovz. Thank you, sir.
We very much appreciate this opportunity to testify in support of

extension of revenue sharing on behalf of the 29 national unions which
comprise the AFL-CIO Public Employee Department. Public em-
ployees are, of course, particularly concerned with the viability and
ade uacy of our local and State governments, for which many of them
w orl.

I am John E. Cosgrove, for the record, legislative director of the
PED. The local and State tax structures often combine inefficiency
with inequities. Generally, with very few exceptions, Federal revenue
raising is more efficient and more equitable. This alone would justify
continuation of revenue sharing. There are, however, we think, other
justifications.
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'1he recession )ias increased the demand for State and local !Yovern-
ment services. At the same time it has diminished what would other-
wise hP available sources of revenue. On top of this, governmental
units, like individuals and families. are suffering an inflation of the
price structure signaled by the Consunner Price Tndex with the last
4 months running at. an annual increase of 6.4 percent. or 171.1 percent
of the I967 base.

Almo t literally then. aq in the case of Detroit which recently dis-
char,red a large number of policemen, only to rehire them to maintain
public order this last weekend. local governments are caught between
the rock and the hard place. There is no need here to restate the long
list of cities whose financial problems impair their own utility and
threaten that of the States of which they are a part. New York City
has just signaled more teacher layoffs in the last 8 days.

The basic cutlrit is the. recession. The ConQreszionnl Mudapt Office
in a 'March 1976 report. estimated that for every 1 percent of unem-
nlovii-ent. State and local governments lose an aggregate between
I..t billion and .6 billion in tax revenues. Since even the understated
official unemployment figure for lat year was 8.15 percent ,lnd it NIs
vet to decrease a full percentage point, a compared to a renonnable
full emnlovnient coal of 3-percent unemployment, as a result of this.
from .P2') to .PM billion of tax revenues were loct to States and local
,-overnments due exclusively to the recession. ClO estimates during
197A an additional $19 billion to $29 billion will be. lost for the same
rea on.

While the past 12 months have seen a slight overall employment
decrease, this experience has not been shared by public sector workers.
The official unemployment rate for Government workers has increased
1.4 percent during the same period, an additional 77,0 individuals.
Thus there is a lagginm impact of the recession on State and local
government workers. Some 712.000 government workers are uner-
ploved-publie workers unemployed that is-we have reached the
highest ever record for Jtlv since statistics began to be complied in
1950. The present unemployment rate in the public sector is at an
historic high.

We urge the extension and continuation of general revenue sharing
with thesp conditions:

One.: That the revenue sharing supplement State and loyal govern-
ment efforts and not serve as an alternate system of categorical grants.

Two: That an allocation formally target funds to jurisdictions
which provide a high level of public 'services and which serve a large
number of Pconomicallv disadvantnaed citizens.

Three: That education is included as an activity to be assisted by
local reve,,e sharing.

Four: That revenue sharing rewards States which raise their own
revenues through progressive tax structures.

Five: Thnt strong civil rights enforcement be mandated, with ma-
chinery to determine adequacy of compliance.

Six: That recipient governments be required to comply with all pro.
visions of the Fair Labor Standards Act.

Mr. Chairman, with these recommendations, we urge continuation
and extension of revenue sharing.
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Senator GnAvEL. Thank you very much.
I have no questions.
Mr. CosoRovE. Thank you, sir.
[The prepared statement and letter of Mr. Cosgrove follow:]

STATEMENT OF JOHN E. CosoRovE, DIRECTOR OF LEGISLATION, PUBLIC EMPLOYEES
DEPATMNT-AFL-CIO

The more than 1% million members affiliated with the AFL-CIO Public Em-
ployee Department by twenty-nine national unions are vitally concerned with
the extension of revenue sharing, both as citizens and, in the case of thousands
of these employees who work for state and local governments, as individuals.
Accordingly, we appreciate this opportunity to testify in these important hear-
lngs. I am John E. Cosgrove, Director of Legislation of the Department.

The generally superior efficiency of the federal government's revenue collection
mechanism and, despite some gross inequities, Its generally progressive character
are basic reasons for the federal government to provide financial assistance to
state and local governments. Since its enactment in 1972, general revenue shar-
ing has become a central force Is enabling state and local governments to pro-
vide basic services needed by our citizens at the state and local level. Some of
these services can only, or can best, be provided by local or state government.
If anything the demand for these services has increased during the recent period
when, due to the recession and other factors, state and local revenues have not
kept pace with the demand for public services at these levels.

Now that the extension of revenue sharing is before the Senate Finance Coin-
mittee, the Senate and the House, we urge the extension of it. We suggest how-
ever, careful consideration of six specific points:

1. The law should insure that the general revenue sharing program is a sup-
plement to state and local government tax revenues not an alternative system
of categorical grant programs;

2. Congress should adopt an allocation formula under the general revenue
sharing program which targets funds to jurisdictions which provide a high
lovely of public services and contain a large number of economically disad-
vantaged citizens In their populations;

3. The program ought to include education as an activity for local general
revenue sharing funds;

4. Congress should use the general revenue sharing program to reward those
states which raise their own revenues through progressive tax structures;

5. The law should mandate strong Civil Rights enforcement under the general
revenue sharing program, including a procedure for updating inadequate data
which reflects a systematic pattern of discrimination; and

6. Congress should require all recipient governments under the general revenue
sharing program to comply with all provisions of the Fair Labor Standards Act.
This last Is particularly important in the light of the decision of the Supreme
Court of the United States In the League of Cities case. As you know, the case
held, 5 to 4 that the direct application of the Fair Labor Standards Act to state
and local government employees was, on the facts presented in that case, violative
of the 10th Amendment which, In this case, limited the exercise of the Com-
merce Clause. We feel that the plenary power of the Congress to raise revenues
and appropriate for the general welfare permits the attachment of such reason-
able-condltions as wage-hour requirements to the grants. It does not seem likely
that the court would require Congress to abandon responsibility for grants it
makes to state and cities for the general welfare.

As noted, we are particularly anxious that there be a continuation of revenue
sharing because of drastic impact that the Recession has had on state and local
revenues. Just this week the news media reported the situation In Detroit where
law enforcement officers were laid off and, then, in the face of public safety
problems, had to be rehired: New York City has Just sent layoff notices to
.A0 teachers and 300 school supervisors. The Recession has increased the demand
for state and local government services.

Major reductions in the quantity and quality of public services are being
forced upon Americans in large part because state and local tax sources depleted
by the Recession's severity have not been properly augmented through increased
use of federal government tax revenues.
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The cost to state and local governments of the current Recession is enormous.
The Economic Report of the President issued in January, 1976, estimated that
the lost tax revenues of state and local governments amounted to $27 billion
compared to what they would have collected If there had been 4% unemployment
during calendar year 1975.

The Congressional Budget Office in Its report released in March of 1976
estimated that for every 1% of unemployment state and local governments lose
between 4 and 6 billion dollars In tax revenues. Since, officially, unemployment
was 8.5% during 1975 and a reasonable full employment goal would be 3%
unemployment, the CBO estimates amount to a minimum of $22 billion and a
maximum of $33 billion of lost tax revenues by state and local governments
due solely to the Recession.

The Administration's policy of high unemployment is a policy which reduces
tax revenues at all levels of governmert---state, local and federal. Therefore,
the high unemployment policy reduces the quality of public services throughout
the country. It must be realized that the decrease in quantity and quality of public
services and goods delivered to the American public over the past year is a
direct consequence of the Recession caused by the current Administration's
economic policies.

At current wage levels over three million additional public employees could be
hired by state and local governments with the lost revenues and tax receipts
that were not available to state and local governments during 1975 because of the
current massive recession in this country.

During the balance of 1976, no relief can be expected from the severe burdens
which the economic Recession is placing upon the public sector's ability to
continue financing the demanded quality and quantity of public services. The
July official unemployment rate jumped up to 7.8%. On an annualized basis using
the CBO formula this suggest an additional minimum of $19 billion, and a
maximum of $29 billion of lost tax revenues by state and local goverments can be
expected during 1976 due solely to the continuing and presently deepening
recession in the American economy.

Substantial increases in supplemental revenues must be immediately made
available to state and local governments.

It is enlightening, in further support of this contention, to see the updated
study "Budget Status of U.S. Local Governments," prepared by Program Plan-
ners Inc. We accordingly attach that valuable update to this testimony.

An overriding evil to be avoided for the employees involved, as well as for
the general welfare, is the increased unemployment among government workers.

The Public Employees Department over a year ago warned that even if the
economy as a whole were to stop its plunge toward Recession and begin a mild
recovery, the public sector's recovery would lag considerably behind the turning
point for the aggregate economy. Unfortunately, this prediction has been all
too true.

The aggregate economy has shown over the last year a slight lessening In the
intensity of the 1975 part of the Recession. In May, 1975, the official unemploy-
ment rate stood at 8.90. This unemployment rate declined to 7.3% by May of
1970 but has sharply increased over the last two months to 7.8% or 7 million
400 thousand workers. Of course, If the discouraged workers and the part-time
unemployed workers are included the unemployment rate for July 1976 is a
double digit figure of 10.3%.

Over the last 12 months the mild improvement in the official rate of unem-
ployment for the aggregate economy has not been shared by public sector work-
ers. Between July 1975, and July, 1976, the official unemployment rate for the
aggregate has decreased by 1.1o or 670,000 workers. At the same time the
official unemployment rate for government workers has increased over the year
from 4.1% to 4.5%. The number of unemployed government workers between July,
1975 and July, 1976 increased by an additional 77,000. Based upon the second
quarter unemployment rate for government workers of 4.7% as compared to the
first quarter's rate of 4.4%, it can be seen that the lagged Recession impact upon
state and local government workers Is continuing and the Recession for these
workers is deepening. -

The 712,000 government workers unemployed in July, 1976 to by far the
highest unemployment level ever recorded in July since such statistics began
to be compiled back in 1950. In fact, over the 25-year period, 1950-1974, unem-
ployment in July among government workers has averaged only 2.1%. There.
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fore, the rates for July, 1975, of 4.1% and July, 1976, of 4.5% are historically
high.

Unfortunately, there is a strong surge in the trend toward worsening unem-
ployment among government employees. Over the last four quarters the unem-
ployment rate for government employees moved from a level of approximately
4.2% during the second, third and fourth quarters of 1975, upward to 4.4%
in the first quarter of 1976, climbing to an historically high figure of 4.7% during
the second quarter of 1976. At the same times, the official U.S. aggregate
unemployment rate declined from 8.7% in the second quarter of 1975 downward
to 8.5% by the fourth quarter of 1975, declining further to 7.4% by the second
quarter of 1976.

The sharp deterioration between the first quarter of 1976 public employees
unemployment rate of 4.4% and the second quarter figure of 4.7% shows that
the true impact of the severe economic Recession in the general economy Is still
gaining momentum in the public sector. Further, the July 1976 surge to 7.8%
in the aggregate economy unemployment rate suggests a continuing impetus
toward further declines in public sector activity and a further deepening of the
Recession.

Below is tabular information which shows the quarterly unemployment rate
from 1974 through the second quarter of 1976.

TABLE I

1974 1975 1976

I 1i Ill IV I II Ill IV I II

Unemployment rate for Government employees,
wag, and salary nonagricultural ................ 2.7 3.1 2.9 3.3 3.6 4.2 4.1 4.2 4.4 4.7

OffialU.S. unemployment rate ................... 5.0 5.1 5.6 6.7 8.1 8.7 8.6 8.5 7.6 7.4

It is Inevitable that the increased layoffs in the public sector reaching, as
noted, highs well after crests in the private sector, diminished severely the
quality and quantity of government services at the local level.

CONCLUSION

The nearly 40,000 local units of government and 50 states which have received
revenue sharing have benefited greatly. In this case the public is likewise bene-
fited. Even with revenue sharing many municipalities and states have been
unable to maintain that current level of services. Clearly the extension and
continuation of revenue sharing is necessary. Inflation continues steadily to
diminish the purchasing power of federal revenue sharing funds.

Extension of revenue sharing will be a practical reiteration of the important
function played by state and local governments in our federal system. At the
same time, as noted, we do not urge grants "with no strings attached." Simply
urge restrictions that will require the recipients to conform to sound national
social policy, including the protection of rights of their public employees. With
these recommended changes, we support extension and continuation of revenue
sharing.



BUDGET STATUS OF SELECTED U.S. LOCAL GOVERNMENTS FOR 1975/76-1976/77

Deficit or surplus (million)
Percent of bdW Budget costs (millions)Local government 1975/76 1976/77 Special measures applied 1975/76 1976/77 Source

Bay Area Rapid Transit District----------. Originally -$14.7, Continatin of JV sales tax; elimination of 3--------------$77.1-------------Sa Fra Chnow -$.. p raise for management; no now office Ss June 26, 1976.
joos; no weekend service between Richmond• _ madly City.Boston - ---- ------------------------- Originally -$33 600 layoffs in Februa ; an additional 887 layoffs $308.5, less $281.9, less schoo Boston Globe: Apr. 21, 1976;lowered to -414. were averted when Ze municipal unions agreed school budget budget. Mar. 9. 1976; may 1u. 1976;toPso a 1O-percent pay increase from July 1, 1976Sptember J 1 796 ts July 1, 1976.0-percent of Boston's subsidy to the MBTA.
Prpetytax rise between $0 and $50 perS1,0; $1,500,000 cut from health and hospitals.buet ; snow removal cut $750,000.Buffalo. ------------------ 2 aid off; work force down 1,500 since 1971 ------------------------------- Los Angeps Times: July 12,fron 6,700 to 5,2WO; difficulty in selling bonds. 1976.

Baltimre School District .----------- -- $7.5 ------------ Layoff of 351 1st yr teachers and 137 other $265.5 ----------- $277.2------------Baltimore Sun: June 24, 1976.City of Baltimore---------------- ----------------- Layoffs in public works department total 131 ------------------------------- Baltimore Sun: June 24, 1976;4_-percent of which are from Sanitation (3.1 .. l un Jn41of fmrce). 102 policeman to be laid off July 7, 1976.Chicago Parks ------------------ 1. 4------------- Raise in tax to $0.50 per $100----------------------------$70.6-------------Chicg Tribune: June 24,CigyeoaTa 
o1976.Ch I nlTnsPOrtatiO ....... . -$37. ------------ Proposed cutbacks in service, fare raised -------------------------- $210.2 --------------- h .

Chcao cholObicL - --------&%-----------------Early closing effectively balanced budget gap $1,762---------- ------------------- Do0.Clt~~~tropoitaof $55.Cle a .et o ............................... tax to over costs of o -r ----------------------- Do.Cleve--nd Heig-hts ------ - ----- 70 employees planned to be laid off; 20 percent of - --------------------------------Ceveland Plain Dear: July 8,wrk forme. Hope to cut budget by 1,000,000 
1976.(13 fire, 14 police, 18 sanitation). 1976.

Detroit ------------------- $44.3 - iginaly -$103 ----- 931 policemen of a force of 5,400 laid off; higher ----------------- $1,080 -------------- New York Times: July , 1976nuisance taxes; 241 firemen laid off In April; July 2, 1976,uwosfcet Jul 1974 of 23J677--wurk lMy 2, 1976. Los AnesJune 1976of i8,03;$46,00,00Oothkerc4/wa, times: July 12, 1976.

Z4
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Hartford ------------------------------------------------------------ $3,000,000 tax increase; 100 layoffs of positions ------------------ $171.4 ........... Boston Globe: July 2, 1976.additionall layoffs to go first to individualsLos Anglpes City ------------------------- living outside 10-m residency limit).
Los Angeles City ~ ~ ~ ~ -- Originally -$18.1 then Budget balanced by rsa in property tax to itsmauxi. 83.-$8. o AglsTms ue4mum level of $3.09 per $100. Earlier layoffs 1976;Apr.26, 1976.

Los AngelesS District-................................. . Preliminary tax rnt increase of $538 to $5.46 per $1,040 ---------- $1.130preliminay- __ Los Angeles Times: June 4,$100. 1976.Los Angeles County -------------------------------------------------- 410 rise In property tax rise to $4.81 per $100-.- $3,100 ---------- $3.3 ------------- L-- Los Angeles Times: May 4,
1976- June 24 1976; JulyLos ngees Bardof Wterend18, 

1976.Los Angeles Board of Water and --------------------- --------- Rate increases anticipated in October of 7.5 percent 1.6 power; water Los Angeles Times: June 25Power. for water and 5 percent for elect:city. $149. 1976. Oakland, Calif ------------------------------------------------------ Eiminationof 368cityJobs, 119through layils .-. Los Angeles Times: June 13
Philadelphia --------------------------------- $82 deficit erased-with Property taxes raised 29.3 percent; wage tax 1976.tax increases, increased on 30.2 percent; 1-yr freeze on -a- 23 r1976.wares; 5 a barrel gasoline/oil tax;1.083 layoffs scheduled; water and sewer ratesraised 49.3 percent; 6,500 summer youth jobseliminated.
PhiladlphiaSchoolDistrict. -------------------- $%.6defcit builtinto Budget adopted with deficit to avoid severe cuts; $533 ----------- $600 (deficit included).. Do.new budgeLt, free transportation for 7th-, 8th-grade studentseliminated.Pittsburgh-. ------------------------------- -$ ----------- Restoration of 1-percent wage tax; 20-percent $120----- -$128 -------------- Pittsburgh Post Gazette: Dec.
St. Louis CityC....................................................... 2 municipal hospitas planned $180----------$19------------- Louis Post Dispatch: June

for september; 200 employees laid off. 1 1976 June 8 196; Apr.S, 197; May 19 1976.St. Louis School District -------- +$3.7 ......... Unspecified deficit..... 79¢ increase in school tax rate ------------------------- $107- -------- St Lou.s Post Dispt: June3, 1976.WsigoD.C---------------------------- Borrowed $55,000,000 from U.S. Treasury until --------------- $1,180------------- Washington Post: May 27.full impact of various tax increases take effect. .............Income taxes increased S to 10 percent; auto 1976; Mar. l, 1976registration fees raised to as high as $100; 4- to7-percent increase of excise tax on new carsales; cigarette tax increase from 10 to 13 a
pack; continuation in the 5-percent sales tax on
utility bills for business and homeowners; an
increase from 6 to 8 percent in sales tax on
restaurant meals and hotel rooms.Transportation Authority. ----------------------------- 345 employees laid off; may lose $348,000,000 in Philadelphia lnquier:June 25,Federal aid if certain construction projects are 1976.canceled.196 ,

Southern California Rapid Tran- ---------------- Was $6.8 before fare Fare increase from 25i to 35¢ ------------------------------------ $15.5 subsidy from Los Angeles Times: June 18sit District increase. Los Angeles Board 1976.
of Suprevisors.
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SUMMARY OF RECENT COLLECTIVE BARGAINING AGREEMENTS IN MAJOR U.S. CITIES, APRIL TO JULY 1976-Continued
Date settled, effective date.

Local glvernmgnt employer: Union th of contract Description of settlement Fringe benefits Soce

Pal , POA. Teamsters- Length of contract not specified assumed to Former maximum base was $12,648; new City to increase contributions to police Los Angl Times:be I yr., settled May 12, 197i. maximum base is $15,28; average wage pension fund by 2 percent May 13. 1976.Fire, IAFF Local 145 (700). Length of contract not specified assumed 7 percent wage increase overall, for new City to increase contributions to fire pension Do.
to be I y, settled May 12, 1976. maximum bass of $14.298. fund by 2.5 PercentGeneal uniipa Asoci-I y., .Ma 12 197---7.5Perentfor about 2/3 of employees; 5 City to increase contributions to pension BNA GERR: May 24.

ation (While .ne,2 
percent for about 1/3 of employees, fund by 2 percent. 19N.

Baltimore:
General AFSCME 44 (1O, ---------Settled July 8, 1976; retroactive July 1. Approximately 4 percent a year. Most Experienced sanitation will be recLassified Baltimore Sun: July1976; 2-yr. contact local 44 members ate hourly rated and to a higher grade and will receive addS- 8,1976.earn $4/hr. Effective July 1 1976- tonal i3o/br July 1.150/hr; effective Jan. 1, 197-5,ir;effective July 1, 1978-p- ; effective 

QJan. 1, 1978-1 percent reduction inPolice, FOB, Fire, IAFF 734 ( 00) Seted July 1; 2-yr on 8 r np contribution... p " . ... -- - ---------- o Percent in 5 steps, currently $13,50 to .. B.limor Sun-$14,580. 
July 2. 1976.Milwm kee: IAFF Local 311 (260).-- R retroactive to December 1975, 1-yr con- 5 percent retroactive " ...................... ,.. "

...... trt- . ... - ... -" percent ryeoai to December 1975: Increase in healh Insanc pay.. n . BNA kR..'. .. '"tract; seated early m ay. Percent July 4. 1976 making salaryM~xopolitn AI~nta " T " • 14450. ' . . .Metropolitan AtlnaRapid randi Au- Retroactive to June 27,1975; 3-yr contrs:L. Current 5.74 base will goto &74by the end .GERR BA: Apr. 5,
.t.orty: ATJ (190. of the contract COLA payments in the .916.All G AF (1,30) ... ... 2d and 3d yr only.Adta: Gemeral AFSCME (1I300).~. 1 yr, eflectie April 1..-...-- ........- $208 raise for all mployM who earn less

than 16913.. $500 raise due July 7
only I .,Ao jare eliminated. Begin-nng salaries: Jailers, $8,190; laborers,6.,435; painrs, $10,049- $9f6PorZ , _ , Timet X u- .... ... ... police $10.465 janitors 5 ji6K'Pouand, Ore Trimet Transt A ,- 3-yr cotract. eective Apil----------Old hourly we $6.54; Apr. 1, 197...7 Greater employer health insurance cod.... May 10,atry: AT 757 (1100). Mar. 31, 19 $725-Mar. 31 1978 $ 19 M
Mar. 31. 19S, $7K85 In addtn: COL BiXERCincinnati: Police, FOB (1.175)---------settledearlMretroacivetoJan.1 and 7 Shift differential. 

..
t./hr 6 p.m. tol1 p. Do.ep Dec. 31.1976. 

and 20/hr 11 p.m. to 7 am. to be Paid
as a lump sum in early December.
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Miwk: Public Empe Union Local Retro to Jan. 1, 975 . 8 percent retro for 1975 9 percent for cal-sa ie. coN~tom ony (650 endar 1976.Pbdadepg: Polick FOB (9,500) - 1 yr,7 7 settled May 20. 1976, for fscal year June 30, 1976, $14,500; effective July 1, Contribution to heali and welfare fund476 14,50; effective Jan. 30, 1977. increased
$ e1x83; epires Jun 30, 1977; total pW-
cent increase 6.1 percentm usetts Transportation Authority: 2 yr; settled May 20, 1976; retroactive to No genera wale increases for duration of------------------ ------Transi, Boeon Carmen's Union (ATU) Jan. 1, 1976. contract and no COLA payments during( 0)1976. However, the COLA payment for
March had already been made. The "no -,
layoffs" clause from the previous contract
is extended through December 1977.lem ee: Fire, IAFF Local 311 (260)..... 1 yr: settled May and retoactiveto Decem- 5 percent increase retro to December 1975; Health insurance premiums raised from $23ber 1975. 2 percent pay increase July 4, 1976; to $36.91 single; from $44 to $71.84 faro-December pay $14,196; July pay $14,480. cl coverage.Cincinnati: Police FOB - ..--------------- I yr: settled in early May and retroactive to 7 percent pay increase Dec. 31, 1975: base, Nigit shift differential: l0t/hr-6 pm. toJan. 1, 1976. $13 674- new base, $14,63L 11 p.m.; 20t/hr--l p.m. to 7 am.Sacameto Regional Transit: Transit ATU. 3 yr; settled in mid-May and retroactive to Buase hourly wag: Current $6.48/hr: 1st yr Employer contribution to health plan: Cur-Local 256. Apr. 1. 56.731hr; 2d yr $6.98/hr; 3d yr $7.03/br; rent $51.70jmo/emp.; 1st yr $66.70/mof
quartery COLA adjustments. emp. 2d yr $81.70,'no/emp.; 3d yr

$101 40/mo/emp.Iaddpia: Fire Firefhters, Local 22.. Iyr; settled May 21,1976, for fscal 1976/77. Present base $14,022; Oct. 1,976,$14.442; City to pay full cost of Blue Cross/Shield;Jan. 1, 1977, $14,875; expires June 30, life insurance raised from $8,000 to $10,-1977-Union claims this makes parity 000; retirees receive $6,0001de insurance
with police. (currently none); extra holiday added.Transit ATU, Local 225 .. yr; settled June 14. 1976; retroactive to (Hourly wage: Current $6.45; immediate Health insurance increased 0.5 per-April increase $6.62; last quarter of contract cent; dental plan established next Jan. L

June 16, 1976.$6~.

BNA GERR: May 17,
1976.

Philadelphia Inquirer:
May 21. 1976.

Boston Globe: May 21.

BNA GERR: May 17,
, 196.

BNA GERR: May 10,
196.

BNA GERR: June 7,
196.

BNA GERR: June 14.
196.

Los Angeles Times:June 15,.1976.

I
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BUILDING AND CONSTRUCTION TRADES DEPARTMENT,
AFL-CIO,

Wa8hington, D.C., Augu8t 25, 1976.
Hon. RUSSELL B. LoNo,
Senate Finance Committee, Dirkscn Senate Ofce Building, Washington, D.C.

Dn.R MR. CHAIRMAN: The Building and Construction Trades Department
takes particular pride in being able to work closely with Congress. We enjoy
warm and productive relationships with many Senators and their staffs.

In that context, the Department, its seventeen affiliated International Unions
and four million members strongly urge the Senate to apply the Davis-Bacon pre-
vailing wage requirements to all state and local government construction proj-
ects, rather than only those involving 25 percent or more of revenue sharing
funds. This is an amendment, as Congressman O'Hara stated during House debate
of the same proposal, simply designed to close a loophole which has been used
increasingly to circumvent the Davis-Bacon Act.

We have seen numerous cases where governmental units have limited their
revenue sharing funds for construction projects to 28 or 24 percent to avoid
Davis-Bacon coverage. In many cases these project would have been 100 percent
funded through Revenue Sharing. Instead, funds are being diverted into other
areas such as education, fire protection, etc.; and local funds earmarked for
these services are being transferred to construction. Manipulation of funds in
this manner will Increase if the 25 percent test is allowed to remain while gov-
ernment units become more sophisticated in their avoidance of labor standards.

The Davis-Bacon Act has long been used to protect the worker. We consider
this law of utmost importance to all workers, and our legislative efforts have
always been directed at protecting and strengthening this Act.

Unfortunately, the vote of the House on Congressman O'Hara's amendment
has contributed to a weakening of the Davis-Bacon Act. It is clear that a large
portion of revenue sharing money is going into construction; the Treasury De-
partment estimates it as much as 10 percent of all annual disbursements. Be-
cause low wage contractors are receiving contracts containing revenue sharing
monies, we expect a ripple effect--subverting the prevailing wages on other
federally funded or assisted construction projects, since wage data from revenue
sharing projects will be included in future wage surveys.

The effect of the House vote is to exploit the lowest person on the economic
scale. I am sorry that so many in the Congress of the United States felt so com-
fortable deserting the American worker. I hope that the Senate will adopt a more
concerned, responsible position, and close the loopholes to economic exploitation.

With kind regards, I am
Sincerely,

RonmR A. GEonoINr,,
President t.

Senator GRAVEL. Our next group of witnesses is a group of witnesses
consisting of Eugene Krasicky and Nathan Lewin.

STATEMENT OF EUGENE ERASICKY, GENERAL COUNSEL, UNITED
STATES CATHOLIC CONFERENCE; ACCOMPANIED BY NATHAN
LEWIN, ESQ., ON BEHALF OF AGUDATH ISRAEL OF AMERICA

Mr. ICRAIsCKY. Mr. Chairman, my name is Eugene Krasicky. I am
general counsel-

Senator GRAVEL. Well, I think if we could get everybody introduced.
Well, OK, that's fine, you can all just stay right there.
Pleae go ahead.
Mr. KILAsrcKr. May I continue?
I am general counsel of the United States Catholic Conference. This

is an organization of all Catholic bishops of the United States. In this
regard I would like to make a statement for the record that Mr. Taylor
does not speak for the Catholic Church in this country. The bishops
speak only through the United States Catholic Confereilce.



153

We are very concerned about the form of the nondiscrimination pro-
vision that came out of the House, and we are particularly concerned
about the inclusion of the term "religion" in the hIouse bill, and we
have several reasons for this concern.

We believe that the inclusion of the term "religion" in the bill is to
write a new major civil rights act. Congress has had a long-established
policy that recognizes the sensitivity of the question of religious dis-
crimination. In 1964, when Congress established its historic policy of
civil rights, it was careful to exclude religion from title VI. There is
no mention of it in title VI. And yet, we have the mention of it in II.R.
13367, and the language that attempts to bridge the gulf does not do it,
in my judgment. It creates problems, and I will try to explain them.

Section 9, as it was approved by the House, nullifies rather than
preserves the careful religious distinctions that Congress hbas made in
prior civil rights legislation, both in title VI of the Civil Rights Act
of 1964, ttilegVII of the Civil Rights Act of 1968, and title IX of the
Educational Amendments of 1972.

Rather than enlarge the religious liberty, we believe it, represents a
threat to religious liberty. We do not think that the House of Repre-
sentatives intended to create this threat. Indeed, the, House sponsors
of section 9 assure us they had no such intention. Nevertheless, our
experience with church/State litigation convinces us that the threat
exists, that it is real, and that it must be removed by a more precise
wording of the bill.

The foundation of the threat is the failure of the language to dis-
tinguish sharply and unmistakably between unlawful religious dis-
crimination by State governments and lawful religious preferences
by churches and church-related organizations. I think this is so im-
portant I'd like to reiterate it again. The fundamental error in the
House bill is that there is a failure to distinguish sharply and unmis-
takably between unlawful religious discrimination by State govern-
ments and lawful religious preferences by churches and-hurch-related
organizations. Congress has up to now recognized the legitimacy of the
practice of religious preference in the existing civil rights legislation.
it is not a form of unlawful religious discrimination; it is a constitu-
tionally protected form of the free exercise of religion.

Now, I have described a threat, and it is a real threat, and I would
like to show some examples of the threat. In many of our States, chil-
dren are bused to our schools, to church-related, nonpublic schools
along with public school children. Those programs are paid for with
State funds in many instances, in some places with local funds. And
many of our schools are filled only with children of the Catholic faith.
Our concern is that the States and local units will say you discrimi-
nate on the basis of religion in admitting people to your school, and
therefore we stand to lose Federal revenue sharing lunds unless you
abandon this so-called discrimination.

Another example-
Senator GRtvI May I a~k a question?
If a child wants to be admitted to the school, they would admit him.

He does not have to be a child of Catholic faith.
Mr. KnAsIOKY. If there is room for him. Now, the problem is in many

areas of the country, our schools are filled.
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Senator GRAVEL. But the discrimination by the school is not because
of faith. It is because there is no space, and they give preference to
Catholics, is that it?

Mr. KRAsTcxy. Yes; but the argument is made and will be made that
we discriminate on the basis of religion because we prefer the admit-
tance of our own children.

Now, in this regard, Senator, I would like to point out to you from
my own personal experience as former assistant attorney general of a
State, with many years of experience-

Senator GRAVEL.' What State is that, sir ?
Mr. KRAScKy. The State of Michigan. There will be pressure put

on that officer not to endanger the receipt of Federal funds, and asking
him to rule that there is discrimination. This is a real fear on our part.

Our concern is that our youngsters are going to be denied public wel-
fare benefits because of the claim of religious discrimination.

Senator GRAVEL. What about if that pressure was removed, if the
Federal funds were denied, if the amount of Federal funds denied the
State were only those involved in that institution and not its whole
program ? There would then be no pressure of that kind.

Mr. KRAsicxy. I do not think that is the answer, Senator, for this
reason. Based upon my experience if you bring a lawsuit against the
State, there is great concern about the precedent that is going to
established. Then there is going to be effort made to avoid the lawsuit if
po sible, and there will be pressure to avoid the lawsuit. So that is not
going to be a remedy. Now, this is not only true in the school area, but
it is also true in other areas, and I would cite another example.

Senator Gm iL. Please.
Mr. KRusicirY. Among our institutions, we have homes for the aged,

and we prefer the admittance to our own members. Many of them are
overcrowded, there are waiting lists. The claim can be made that we
discriminate on the basis of religion, and persons in those homes are
going to be denied public welfare benefits, with the specter hanging
over them that Federal revenue sharing funds will be withheld.

Now, the threat is real and the sponsors of the House bill assure us
that they did not intend to do this, so the problem is to draft language
that clearly spells this out.

Now, in our judgment they haven't done it. All they have done is to
have a colloquy on the floor in which it was clearly stated that they did
not intend to amend the Civil Rights Act of 1964.

Keep in mind the Civil Rights Act of 1964 does not have the word
"religion" in it. Religion comes into this revenue-sharing bill.

Now, the language about interpreting it in accordance with certain
titles, title VI, doesn't help us in the least, because title VI does not
refer to religion. The only precedent in this area is a case involving the
city of Chicago, as was mentioned earlier, in which the court said you
cannot look to another act to restrict explicit language in the revenue-
sharing bill. So the precedent on the books today wil encourage at-
torneys general to say we are going to have to stop this or we are going
to endanger Federal revenue sharing.

Now, we ask that the term "religon" be dropped. We ask that it be
excised from the bill. We think tat the Civil Rights Acts of 1964,
1968, and the Education Amendments of 1972 take care of the situa-
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tion. If, as has been indicated earlier, there are problems with employ-
ment by governmental units because of religion, language calbe
written for that purpose without jeopardizing the right of our people
to- receive public welfare benefits, services through church-related
institutions.

We believe the threat is real. We sincerely ask the Senate to make
the necessary change.

Senator GRAVEL. How about if we modified section 9 of the Housebill to explicitly state that religious preference by churches and
church-related organizations is lawful and does not constitute unlaw-
ful religious discrimination?

How about if we put that in ?
Mr. KHsicKY. That would be an improvement over the presentlaiyuage.Senator GRAVEL. You are well aware that some people feel, that the

1964 act didn't go far enough.
Mr. KRASICKY. W1e understand that.
Senator GRAVEL. Your group and other groups have been fighting to

get coverage under the 1964 act, or to cease discrimination against
churches or people who express preferences in certain s6bial activities,
and to many it appears to be a step forward to get the word in there,
without the negative effects that you defined.

Maybe we could define in the law what these negative effects would
be and expunge it.

Mr. KisicKy. The problem is a preference. It is.
Senator GRANTEL. So if we could restate that, we could solve that

problem of preference. Then nobody would be able to use that as a
hook for a suit.

Mr. KRAsicKy. That is possible, sir.
Senator GRAVEL. And that certainly would accommodate your

problem.
Mr. KRASICKY. Yes; it could have that possible effect.
Senator GRAVEL. Thank you.
Mr. KRASicKY. Before I finish, I would like to point out that Mr.

Nathan Lewin is on the program with us, and he was here this morn-
ing, but he has been unable to return.

Senator GRAVEL. Do we have a statement for him?
Mr. KRASICKY. He has filed a statement, yes, to be considered.
Senator GRAVEL. It will be placed in the record following yours.
And are you acquainted with his statement at all I Have you had

a chance to read it ?
Mr. KRASICKY. Yes; I have read a first draft, although I did not

see the final version.
Senator GRAVEL It is making the same point that you are making.
Mr. KRAsicKY. The version we saw was written only on schools.
Senator GRAVEL. As examples.
Mr. KRASicKY. No, he proposed some language that dealt with

educational institutions only, and we have more institutions than they
do and therefore the language would be insufficient for us.

-Senator GRAvm. I thin he might accept this language that I just
read to you.

Mr. KRisx y. Perhaps he might find it more satisfactory.
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Senator GRAVEL. All right.
Nancy, do you want to go ahead?
[The prepared statements of Messrs. Krasicky and Lewin follow.

Oral testimony continues on p. 165.]
STATEMENT or EuaENt KRASICKY, GENERAL COUNSEL, UNITED STATES

CATHOLIC CONFERENCE

SUMMARY

The nondiscrimination provision of the House version of the Revenue Sharing
Bill (H.R. 13367) in its present form contains language which sharply deviates
from Congressional policy. It specifically precludes any form of "religious dis-
crimination" in connection with the Revenue Sharing program. In 1964, when
the Congress established its historic policy of civil rights, it was careful to
exclude religion from Title VI, indicating that certain types of religious activity
did not constitute religious discrimnation. Section 9 of IH.R. 13367 nullifies rather
than preserves the careful religious distinctions that Congress has made in prior
civil rights legislation, both in Title VI of the Civil Rights Act of 1964, Title VII
as amended, and Title IX of the Education Amendments of 1972.

In practical effect, H.R. 13367 is a major new civil rights bill. Rather than
enlarge upon religious liberty, it endangers it. It endangers it particularly for
those children who are participating in such state programs as school bus trans-
portation, text books, visual aid, school lunches and other forms of constitu-
tionally permissible aid to church related educational, charitable, and welfare
organizations.

For example, a local state official might take the position that a parochial
school limits admissions to the members of a parish and, therefore, deprives the
children attending that school of school bus transportation to the extent that
the transportation funds are In any way commingled with revenue sharing. A
local official might also take the same position with respect to a Hebrew Day
School participating in a state funded school lunch program, If such school limits
education to Jews.

Admittedly, Section 9 of H.R. 13307 provides that Its nondiscrimination provi-
sion shall be Interpreted "in accordance with Titles II, III, IV, VI and VII of
the Civil Rights Act." This was reaffirmed by Representative Barbara Jordan
during debate on the floor of the House. However, the courts could readily take
a stricter view, and have, in the case of U.B. v. Oty of 0(mtgo, 89 F. Supp. 829.
The defendant, City of Chicago, argued that the 122(b) (2) reference to Title VI
contained in the 1972 Revenue Sharing Act had the effect of bringing restrictions
applicable to Title VI into consideration in applying Section 122 of the Revenue
Sharing Act. The Court noted:

"* * * that restriction In the Act of 1964 cannot be rendered as limiting the
explicit language of 122(a) of the 1972 Revenue Sharing Act."

This result can be obviated by removing the term "religion" and thus preserv-
ing the integrity of the Civil Rights Law.

STATNM3T

The United States Catholic Conference i an agency of the Catholic Bishops of
the United States. Its purpose is to unify and coordinate activities of the Catholic
people of the United States in works of education, social welfare, Immigrant aid,
civic educations, communications and public affairs, all within the framework
of Catholic principles and concern.

At the present time, the Catholic Church is operating 761 hospitals in the
United States with approximately 170,000 beds. The school system is of com-
parable size containing 10.215 elementary and secondary schools. Additionally,
there are 251 colleges sponsored by the Catholic Church. Our institutional system
in the welfare field is likewise substantial.

As General Counsel of the United States Catholic Conference, we are gravely
concerned about the lack of precision In Section 9 of H.R. 13307. That Section.
which was designed to provide a new remedy for various types of discrimination
by the state governments and their agencies, makes the cardinal mistake of
treating religion as though it were exactly the same kind of innate. involuntary
and immutable characteristics as race, color, sex or national origin. Constitu-
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tonally, physically and psychologically, religion is an altogether different matter
from race, color, sex or national origin. A civil rights remedy which lumps rell.
gion indiscriminately with these other four characteristics ignores our law, our
traditions and the needs of our people.

In the Civil Right Act of 1964, the Civil Rights Act of 1968, and the Education
Amendments of 1972 (Title IX, Sex Discrimination), Congress recognized the
radical differences between religion and such inborn characteristics as race,
color, sex and national origin. What the United States Catholic Conference asks
this Committee to do is to preserve that sensitivity by rewriting Section 9 of H.R.
13367 so that the distinctions made in the civil rights legislation of 1964, 1968
and 1972 will be maintained. In short, Congressional policy is well established
in this area. Deviation from it can only cause confusion and probably a depriva-
tion of recognized rights.

The House sponsors of the present form of Section 9 say that its language
already preserves these important distinctions with respect to religion. We
respectfully disagree. Whatever the intent of the House sponsors was, their
language in Section 9 gives is great cause for concern. This concern was conveyed
to the House Government Operations Committee and to the House Leadership
before the bill was passed. The response to our concern was contained in a col-
loquy on the floor but this does not adequately resolve the issue or eliminate the
basis for confusion. In a Memorandum of Law, which we have already filed with
this Committee, we have set forth the technical legal reasons for our concern. We
will not repeat those reasons in detail here, but we do wish to emphasize at this
point that the key phrase that causes our concern is "in accordance with" at the
beginning of paragraph (A) in the Amendment that Section 9 would make to
Section 122(a) (1) of Title 31. Given the way that Section 9 rewrites Section 122,
the use of the phrase "in accordance with" in paragraph (A) is not sufficiently
precise to dispel our fears that Section 9 would be used as another tool of dis-
crimination against church-related agencies rather than as another tool against
religious discrimination.

Throughout our national history, state governments have provided considerable
financial assistance to the charitable and welfare activities of church and church-
related institutions. To a lesser, but still substantial, extent, state governments
have also provided financial assistance for the health, safety and secular educa-
tion of children attending church-related schools. We see a potential threat in
Section 9 of H.R. 13807 to the continuation of these traditions. We do not think
that the House of Representatives intended to create this threat; indeed, the
sponsors of Section 9 have assured the United States Catholic Conference that
they had no such intention. Nevertheless, our experience with church-state litiga-
tion convinces us that the threat exists and must be removed by a more precise
wording of Section 9.

The foundation of the threat is the failure of Section 9 to distinguish sharply
and unmistakably between unlawful religious discrimination by state govern-
ments and lawful religious preferences by churches and church-related organiza-
tions. Congress has already recognized the legitimacy of the practice of religious
preference in the existing civil rights legislation. It is not a form of unlawful
religious discrimination; it is a constitutionally protected form of the free exer-
cise of religion.

If a state government were to prefer one religious faith over another in the
delivery of welfare benefits or in its employment practices, the state would un-
questionably be guilty of violating the Constitution. It is an altogether different
matter, however, when the state decides to make its charitable, educational and
welfare benefits available through both public and non-public (including church-
related) Institutions.

By making Its benefits available to people In whatever institutions the people
choose to receive them in, the state is manifesting the highest regard for the
religious neutrality that the Constitution demands on both the state and federal
governments. It Is important, therefore, that Section 9 of H.R. 13367 not become
law in its present form.

Our recommendation to this Committee is that it simply delete "religion" from
the special remedial provisions of Section 9. The existing law of the 1972 Revenue
Sharing Act as well as Title VI of the Civil Rights Act of 1964, does not contain
the word "religion." Putting "religion" into Section 122, as though it were the
same kind of thing as race, color, sex, or national origin, is bound to cause more.
trouble than progress. The special remedial provisions of Section 9, when used

76-811 '- -11



158

as a weapon by those hostile to church-related institutions and their traditional
role in American society, will cause considerable grief and expense to both the
churches and the state governments.

Religious discrimination by the state or federal governments is already for-
bidden by the Constitution. The United States Catholic Conference wholeheart-
edly supports these prohibitions and does not wish to see them diminished by (one
Jot or title. All we want to prevent is the expensive and time-consuming dispute
that may well result If Section 9 of H.R. 13367 becomes law in its present form.

Good draftsmanship is of the essence of good law. On behalf of the United
States Catholic Conference, we respectfully request the Committee to delete the
word "religion" from Section 9 of H.R. 13367.

Thank you for the opportunity to appear before you, and for the careful
consideration we know that you will give to this important matter.

MEMORANDUM Or LAW ON HOUSE BILL 13367 AS TO REvE.NUr SHARING

1. INTRODUCTION

The 1970 House version of the Revenue Sharing Bill will gravely Jeopardize
many state programs of bus transportation, textbook loans, audio visual aid,
school lunch programs, and other forms of constitutionally permissible aid to
church related educational, charitable and welfare organizations, unless the legis-
lation is limited to discrimination as set forth In Titles VI and VII of the Civil
Rights Act of 1964, as amended, and Title IX of the Education Amendments of
1972. The danger lies in H.R. 13367's simplistic approach to "religious discriinfla-
tion." A literal reading of H.R. 13367 in its present form might well lead to the
following results: (1) A Hebrew day school in New York City participating in a
state funded school hnch program might Jeopardize the entire revenue sharing
entitlement of the State of New York if that school would provide preference
to Jews over Catholics, Protestants, Moslems or nonbelievers. (2) A Baptist
institution such as Baylor University receiving any state aid would jeopardize
the revenue sharing entitlement of the State of Texas if any preference were
given to Baptist students in admission. (3) A bus ride which Catholic elementary
students might receive in Ohio would Jeopardize the entire revenue sharing en-
titlement of the State of Ohio if that school maintained a waiting list which
granted a preference to Catholics, or hired Catholic teachers to teach religion
in such schools.

Confronted with the elaborate compliance mechanism set forth in the measure
adopted by the House and with the impossibility of giving the assurances likely
to be mandated under this legislation, many state and local administrators will
doubtless seek to end all involvement with church-related institutions rather than
risk the Draconian penalty of a forfeiture of revenue sharing entitlement.

The existing revenue sharing legislation does not prohibit "religious discrimi-
nation." The state and federal governments are, of course, forbidden by the
Constitution itself to engage in religious discrimination. In the Civil Rights
Act of 1964, as amended, Congress provided certain remedies for victims of
religious discrimination. Congress, however, was careful to specify that certain
types of religious activity did not constitute religious discrimination. Section 9
of H.R. 13367 nullifies rather than preserves the careful religifs distinctions
that Congress has made in prior civil rights legislation. In practical effect,
H.R. 13367 is a major new civil rights bill. Its wording, however, is more likely
to endanger than enlarge religious libetyf.

The fundamental difficulty with the nondiscrimination provision of H.R. 13367
is that it does not make it absolutely clear that "religious discrimination" means
only what it already means In existing civil rights legislation-nothing more
and nothing less.

Although Section 9 of H.R. 13367 states that its prohibition of religious
discrimination is to be Interpreted "in accordance with" existing civil rights
law, as this legal memorandum demonstrates, the phrase "in accordance with"
is no guarantee that the new amendments will be consistently interpreted by
the courts and administrative agencies as simply extending existing law to the
field of revenue sharing. Indeed, the existing decisions of the courts explicated
below offer no support that the courts or administrative agencies will give such
an Interpretation.
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The problem Is particularly acute in the area of religion, because it Is much
more difficult to draw the line between legitimate religious practice and Illegiti-
mate religious discrimination thai it is to define racial or sexual discrimination.
As the Supreme Court pointed out in ANorwood v. Harrison, 413 U.S. 455 (1973),
no one has a right to practice racial discrimination. But everyone has the right
to the free exercise of religion. Accordingly, the government may lend secular
textbooks to children attending parochial schools, but it may not lend such hooks
to children attending white academies. Similarly, in its most recent church-state
decision, the Court held that a state may make noncategorical grants for secular
educational purjmses to a church-related college with a student lowdy and a
faculty that wa4 predominantly Catholic. Roemcr v. Board of Public Works, -
U.S. -, decided June 21, 1976.

Existing civil rights law carefully protects many traditional religious practices
by church organizations. This protection is entirely consistent with the constitu-
tional prohibition against religious discrimination by government. Indeed, absent
this protection, the government clearly would be discriminating against churches,
church-related organizations, their members, and the public that these institu-
tions serve. The only way that the government can avoid religious discrimi-
nation is by extending its general welfare benefits to all persons regardless of
their religion or lack of it (Evcrson v. Board of Education, 330 U.S. 1, -
(1917) ; emphasis In original). As a practical matter, this means that govern-
ment must permit individuals to elect to receive those benefits in church-related
institutions, if the Individuals so choose. The government may legitimately sup-
press racial and sexual discrimination. It cannot suppress religious preference.

The addition of a prohibition against religious disrlmlnation to the Ilevenue
Sharing Law (31 U.S.C. 1221) would not cause such great concern if the l)rohibi-
tion were propertly drafted. Section 9 of H.R. 13367, however, 1 very hadly
drafted with respect to religious discrimination. As the accompanying memo-
randum shows, the language of section 9 creates a distinct and grave danger
that state officials, rather than run the risk of protracted litigation about the
meaning of section 9, will terminate any state assistance to church-related
charitable, educational and welfare organizations that give a preference 'to
their own members in services or employment. Such preferences are a traditional
part of religious life in America, and are protected by existing civil rights law.

The Constitution already prohibits religions discrimination by the state
and federal governments. No need has been demonstrated to include religious
discrimination in the special remedial provisions of section 9. Such discrimi-
nation was not included by Congress In the special remedial provisions of Title VI
of the Civil Rights Act of 1964.

We are totally opposed to religious discrimination by government. We are
also totally opposed to laws that, under the guise of prohibiting such discrimi-
nation, actually endanger the right of the churches and church-related organi-
zations to exercise their traditional freedoms.

Ir. PERTINENT ASPECTS OF THE LEGISLATIVE HISTORY OF THE HOUSE VERSION

The antidiscrimination provision was adopted by the House Committee as an
amendment offered by Representatives Drinan and Jordan. Representative KOch
raised a question In a colloquy with Representative Jordan:

"Mr. KOCH. Mr. Chairman, I received, as I think a number of Members did, a
letter from the Rev. Msgr. James J. Murray, executive director of the Catholic
Charities of the Archdiocese of New York, in which he raises a question with re-
spect to a provision in the bill and how It would affect church-related schools.
That question arises from language that the gentlewoman from Texas (Ms.
Jordan) placed In the bill. I have talked with the gentlewoman from Texas about
it.

I would like to have the gentlewoman's comments now, so as to reassure
those who have raised the question, as the gentlewoman has reassured me, that
their rights are not In any way Impaired.

Tie letter I received raising the issue Is as follows:
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CATHOLIC CHARITME
OP THs ARCHDIOCESE OF NtW YORK,

New York, N.Y., June 4,1976.

Re: antidiscrimlnation provisions In revenue sharing-H.R. 13367.
Hen. EDwAs 1. KOCH,
Hoi.ae of Representatives,
Washington, D.C.

DEAR CONGRESSMAN Koon: The House Committee on Government Operations
has reported H.R. 13367 to continue the Federal Revenue Sharing Program in
1977. The bill as reported includes i new non-discrimination provision (See. 122)
which, among other changes, adds the word 'religion'. This word presently is not
contained In either Title VI of the Civil Rights Act of 1964 or the present non-
discrimination section of the Revenue Sharing Act.

The effect of these provisions would be substantial In New York. Many church-
related schools, homes for the aged and child care institutions in New York
participate in federal, state and local health, education and welfare programs.
Title VI discrimination prohibitions on racial and national origin have been
applied to all church-related Institutions participating In health, education end
welfare programs. Title VI of the Civil Rights Act, however, permits these
church-related schools and institutions to grant preference on the basis of reli-
gion. This would be prohibited under H.R. 13367 as reported.

I support application of the existing provisions of Federal non-discrimination
laws to state or locel government programs and activities, whether or not fi-
nnnced by Revenue Sharing funds. However, I oppose adding a new non-discrim-
ination requirement on the ground of 'religion' to existing non-discrimination
laws regarding federally assisted programs and activities.

I urge your strong support for a technical amendment during floor considera-
tion of H.R. 13367 to make clear its Intent and to limit the non-discrimination
restrictions on state and local programs and activities to the same non-discrimi-
nation restrictions as now apply to Federal programs and activities under Title
VI ofthe Civil Rights Act.

Sincerely yours,i e yRev. Msgr. JAMES .. MURRAY,

Executive Director.

Ms. JoRnAiq. I thnnk the gentleman for yielding.
Let it be well understood that the addition of the category 'religion' in the

antidiscriznlnation bill under the general revenue-sharing law were (sic) not
intended are (sic) not intended, should not be interpreted as an amendment to
title 6 of the 1964 Civil Rights Act. The phrase 'reli, on' in terms of an area
where discrimination is prohibited is used in only three civil rights statutes.
Title 6 Is not one of those three.

When this bill, general revenue sharing, says that the term 'religion' is to be
interpreted in accordance with already existing civil rights laws, that means,
ipso facto, those civil rights laws in which the term 'religion' is already used. So,
since the word 'religion' is not in title 6, we cannot inferentially amend a major
title of civil rights law by simply writing antidiscrimination In an act called
"general revenue sharing."

The response of Representative Jordan to Representative Koch's Inquiry does
not cure the inherent defect of the statutory language In H.R. 1&307. The effect
of the Revenue Sharing Act as passed by the House is to establish a dual stand-
ard of compliance, For instance, Federal monies received through the various
categorical grant programs are covered by provision of Title VI of the 1964
Civil Rights Act. as amended. Federal, State and local authorities are under no
obligation to police "religious discrimination" under Title VI.

Federal monies which might be received through the revenue sharing program
as passed by the House are governed by the provisions of the antidiscrimination
section of that bill. State and local government are obligated to police religious
discrimination under the terms of the House bill.

Matters are further complicated by a provision in the House bill which places
upon the state or local unit of government the burden to demonstrate by clear
and convincing evidence that any of its programs or activities where the
recipient discriminates is not funded by revenue sharing. If discrimination is
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interpreted to mean all religious preferences in all contexts, any Involvement
between a state and local government and a church-related Institution is suspect
and it is up to the state or local unit to prove that any funds provided are not
revenue sharing monies.

The precise impact of this legislation upon our institutions is impossible tocalculate. We are not In a position to survey all of the state and local govern-
ment programs throughout the 50 states. We are deeply concerned how the
language of section 9 will be interpreted by the various federal and state agencies
or by the federal courts. We do, however, know that there are waiting listsfor many of our Institutions and that a number of these institutions attempt to
serve Catholics before serving others. Many schools, for example, provide pref-erential admission to Catholics. Many of our schools prefer Catholic over non-
Catholic teachers. These practices have been protected by Congress In all prior
civil rights legislation. They should continue to be protected, because they area very Important part of religious freedom. Unfortunately, the language ofsection 9 raises grave doubts whether that protection Is to continue.

II. THE LEGAL EFFECT OF THE REFERENCE TO CIVIL RIGHTS IN OTHER STATUTES

Section 9 of H.R. 13367 provides that its nondiscrimination provision shall beinterpreted "in accordance with Titles II, III, IV, VI, and VII of the Civil RightsAct." Representative Barbara Jordan has Indicated that it is her understanding
that:

"... the term 'religion' is to be interpreted in accordance with already exist.Ing civil rights laws, that means, ipso facto, those civil rights laws in which
the term 'religion' is already used."

This observation does not resolve the difficulty. It leaves a most ambiguous
situation.

In the case of United States v. City of Chicago, 395 F. Supp. 329 (N.D. Ill.
1975), the defendant, City of Chicago, argued that the 122(b) (2) reference toTitle VI contained in the 1972 Revenue Sharing Act, had the effect of bringingrestrictions applicable to Title VI into consideration In application of Section
122 of the Revenue Sharing Act. The court noted:

"... that restriction in the Act of 1964 cannot be regarded as limiting theexplicit language of 122(a) of the 1972 Revenue Sharing Act. That no personshall 'be subjected to discrimination under any program or activity funded inwhole or in part with funds made available under the Act.' The reference toTitle VI of the Revenue Sharing Act was to incorporate or suggest the utilizationof the administration procedure provided by Title VI to police the use to which
federal revenue sharing funds were being put."

Although the 1976 House version of Revenue Sharing does not contain the1972 language, it is clear that the language contained in subsections (A), (B)and (C) of section 9 of H.R. 13367 replaces the language of Section 122(b) (2) of
the 1972 Act. The interpretation given to the Title VI references In the 1972Act indicates that reference to other civil rights acts merely picks up thevarious tests and administrative procedures outlined in cases dealing with
those titles.

In Alvarez-Ugarto v. City of New York. 391 F. Supp. 1223, a discriminationallegation was made under 31 U.S. Code 1242(a), and no allegations were madeunder 42 U.S.C. 2000(d). The District Court treated the matter as a Title VIIcomplaint (employment) and invoked the precedent of Grigga v. Duke Power,
401 U.S. 424 In establishing the standards to be met by defendants.

It seems likely, then, that despite Rep. Jordan's statement, section 9 of H.R.13367 will not be read as Including all the omissions, limitations and exception#-of Title VI and other civil rights legislation. Rather, the courts and administra.tive agencies may be expected to interpret the nondiscrimination provision ofsection 9, creating separate and additional standards of compliance with respect
to nondiscrimination, and as extending the remedies spelled out in prior legisla-
tion to these new prohibitions.

The inclusion of the word "religion" in the nondiscrimination provision willcreate a different standard of compliance for the state and local governmentsutilizing revenue sharing money as opposed to the standards applicable to thefederal government or state and local governments utilizing funds through cate-gorical grants. United States v. Chicago, supra, and Alvarez-Uoarte v. City 'fNow York, supra, indicated that the courts will not view the language regarding
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civil rights acts presently contained in section 9 of II.R. 13367 as being a limit
or restriction on the types of discrimination prohibited.

iv. OPERATION OF THE COMBINED EFFECT OF THE ELIMINATION OF THE MATCHING
PROHIBITION AND THE SHIFTING OF THE BURDEN OF PROOF TO THE STATE AND
LOCAL GOVERNMENTS

Nowhere do Congressional intent and the realities of the legislation as passed
by the House come into greater conflict than in H.R. 13367's elimination of the
prohibition against the use of revenue sharing funds for federal matching pur.
poses. Under Title VI, the obligations of both state ad federal governments to
police discrimination do not require these governments to police programs where
there is the possibility of religious preference. It was and is a policy under
Title VI that there shall be no affirmative duty upon government to police in
this area. The elimination of the matching funds prohibition coupled with the
burden of proof requirement of the House version of H.R. 13367 require that
Title VI monies involved in a state matching program be policed for religious
discrimination. Section 9 amends 31 U.S. 0. 1 122 to require that state and local
governments prove "by clear and convincing evidence that the program or ac-
tivity with respect to which the allegation of discrimination has been made is
"ot funded in whole or in part, directly or indirectly, with funds made available
under subtitle A". (New section 122 (a) (2) ; emphasis added.)

Thus, an extraordinary burden is placed upon the state to demonstrate that
any monies which it uses in a discriminatory program are not revenue sharing
funds.

Under the 1972 bill revenue sharing restrictions did not apply to state or local
matching funds. Just the opposite is true under the present House Bill. The
presumption is that any funds used by the state are revenue sharing funds and
the state is then under an affirmative burden to demonstrate that the funds are
not revenue sharing funds. The shift of the burden onto the states and the
elimination of the matching restriction has the combined effect of imposing dif-
ferent compliance standards than the compliance standards of Title VT. Under
the House provisions even categorical grants, presently subject to only Title VI
restrictions, are subject to a legal presumption that they are controlled by the
compliance requisites of the 1976 Revenue Sharing Act.

It is evident then, that section 9 of 11.R, 13367 is at loggerheads with the
policy objectives of Title VT. In this instance the combined effect of the elimina-
tion of the matching prohibition and the shift of the burden of proof to the states
and local government is to alter the compliance requirements so carefully con-
structed by Title VI of the Civil Rights Act of 1964.

V. THE EFFECT OF THE DISPLACEMENT THEORY IN THE PRESENT HOUSE BLL

The sweeping effect of the amendments adopted by the House is made more
manifest when one examines the so-called displacement theory. A number of
commentators have argued that the antidi.crimination provision must ultimately
work against any discrimination prohibited, regardless of the nexus between
the funds and the act of discrimination.

The theory used to void the nexus requirement is that the funds being used
are federal monies, at least to the extent that federal monies have displaced
state monies and thereby freed state money used in the pending program. The
elimination of the matching prohibition and the shifting of the burden of proof
to the states or local government would strengthen the displacement argument.
Any nexus requirement would obviously be diminished to the extent that the
money becomes a "fungible item." The more funds become fungible, the more
attractive and logical the displacement doctrine becomes. In Mathews v. Massell,
856 F. Supp. 291 (N.D. Georgia 1973), the District Court was confronted by the
defendants' claim that the revenue sharing money was fungible:

"It is their (defendants'] position that the Revenue Sharing Act imposes
restrictions only on the specific funds which are received by operation of the
Act They contend that the Act imposes no restrictions upon the City's general
funds which are freed up by the influx of Revenue Sharing funds. Thus in the
present case they state that $10.5 million of general funds would have been used
for the payment of fBremen's salaries, but for the receipt of Revenue Sharing
funds. Defendants contend that the use of the Revenue Sharing funds for fire-
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men's salaries allows them to make any use whatsoever of the general funds
which would otherwise have been put to such use."

The court held that the priority categories of the 1972 Act prevented the
adoption of defendants' theory:

"The court has further determined that it was the intent of Congress that local
governments be permitted to expend federal Revenue Sharing funds only on
priority expenditures as defined In § 103(a)."

Thus, it was the priority feature which prevented the adoption of the displace-
ment theory. That feature of the 1972 Act has been removed from the measure
adopted by the House.

VI. ADMINISTRATIVE REGULATIONS AND THEIR NEGATIVE IMPACT UPON
* CILURCH-RELATED INSTITUTIONS

From the foregoing, it can be seen that the effect of the present language of
the Revenue Sharing Act would be to superimpose another and very ill-defined
compliance requirement on top of other civil rights acts. The scope of this over-
lay is further revealed by an examination of the regulations which accompanied
the 1972 Revenue Sharing Act. 31 CFR Section 51.32 contains the regulations
under the antidiscrimination Provision of the 1972 Act. In addition to the pro.
visions of subsections (a) and (b) (1) dealing with the types of practices to be
avoided, subsection (c) 51.32 requires that assurances be given by the governor
of the state or time chief executive officer of the unit of local government that
"programs or activities funded in whole or in part by entitlement funds will be
conducted in compliance with the requirements of the section. Such assurances
shall be in the form prescribed by the Secretary." The effect of a similar regula-
tion under the present language would be to require state officials to give assur-
ances that "religious discrimination" would not be Involved in any of the pro-
grams they funded. But nowhere does H.R. 13367 make it absolutely clear that
the religious practices protected by existing civil rights legislation do not con-
stitute "discrimination".

VII. NEGATIVE IMPACT OF HOUSE BILL ON EMPLOYMENT BY CHURCH-RELATED
INSTITUTIONS

The negative impact of the 1976 House version of the Revenue Sharing Act
upon the application of the 1964 Civil Rights Act, as amended, is clearly seen
by reviewing the employment provisions of that Act. Title VII provides inter
alia, that discrimination in employment practices because of an individual's
race, color, religion, sex or national origin, shall be unlawful. Title VII, however,
expressly exempts religious corporations, associations, educational institutions
and societies with respect to the employment of individuals of a particular re-
ligion to perform the work connected with the carrying on of these organizations'
activities.

Section 2000(e) (2), Subsection (e)-2, provides:
"It shall not be an unlawful employment practice for a school, college, uni-

versity or other educational institution or institution of learning to hire and
employ employees of a particular religion if such school, college, university,
or other educational institution or institution of learning is, in whole or in
substantial part owned, supported, controlled, or managed by a particular re-
ligion or by a particular religious corporation, association, or society, or if the
(urriculum of such school, college, university, or other educational institution
or institution of learning is directed toward the propagation of a particular
religion."

- The effect of the Title VII provisions is to prohibit discrimination on a reli-
gious basis in a nonsectarian context. The statute clearly Is not applicable to
sectarian institutions in the conduct of their activities. As we have noted earlier,
the antidiscrimination provision of H.R. 13367 undoubtedly will be read by many
states and local governments to establish a distinct, separate standard of com-
pliance set over and against the various Civil Rights Acts. The House antidis-
crimination provision provides a prohibition against discrimination based on
religion but does not clearly provide the exemptions found in Title VII.

Under Title VII it is lawful for an employer to require that the principal of an
elementary or secondary school be of the same religious denomination as the
sponsoring institution. However, under section 9 of H.R. 13867, such an employ-
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meant practice might be held violative of the antidiscrimination provisions and
therefore jeopardize Revenue Sharing funds.

Let us take an example of an Hebrew Day School in New York City which
has a long-standing employment practice of requiring the principal of the instl-
tution to be a practicing Jew. Under Title VII no discrimination allegation could
be levied against the institution. However, under the antidiscrimination provision
of H.R. 13367, a strong argument can be made that such an employment practice
is patently illegal. A complainant would, by virtue of section 9, pick up The vari-
ous standards for adjudicating the complaint, including the Grigga v. Duke, supra,
tests. The policy itself is prima face evidence of discrimination and the state
or governmental unit must then prove by clear and convincing evidence that nxone
of the funds it received through Revenue Sharing were involved in a program
in which the school or other governmental unit participated. If, for instance,
the school participates in a school lunch program or a milk program, then the
state would have the burden of proving that the funds used there did not come
from Revenue Sharing. Litigation would be further complicated if the court
adopted the displacement theory. Given the preference in favor of Jews, the
application of the displacement theory or a ruling that Revenue Sharing funds
were used in that program would result in the termination of the entire funding
entitlement of the governmental unit receiving the Revenue Sharing funds. Rather
than risk such a loss of funds, many state and local government officials will re-
fuse to disburse monies to church-related institutions.

VII. THE EFFECT Or OPERATION OF THE 1976 AMENDMENT UPON-
TITLE IX OF THE EDUCATION ACT

Under the requirements of 20 USC Section 1681, sex discrimination in educa-
tion is outlawed, except in admission policies in the elementary and secondary
level. Moreover, under Section (a) (3) of Section 1681, the statute states:

"This Section shall not apply to any educational institution which Is controlled
by a religious organization, if the application of this subsection would not be
consistent with the religious tenents of such organization."

Regulations under 20 CFR 86.12 elaborate upon the proviso.
The antidiscrimination provision of H.R. 13367 imposes a separate distinct

compliance standard. It contains no proviso similar to 20 USC 1681(a) (3). Thus,
the states' obligation to enforce the prohibition against discrimination by sex
will operate without effect of the (a) (3) restriction of Section 1681. Additionally,
where there is discrimination based on sex, and revenue sharing funds are used
to match federal funds, the net effect will, by virtue of the overlay of the rev-
enue sharing restrictions, be that programs operating under Title IX will be held
to a standard of compliance different from that required under the terms of 20
USC 1681.

The Congressional Intent of passing 20 USC 1681(a) (3) will thus be bypassed
because of the presumption that any state funds used in the matching are
revenue sharing funds. The exemption obtained In 20 USC 1681(a) (8) will have
little operational value, should the House Bill become law.

STATEMENT OF NATHAN LEwIN ON BEHALF OF AOUDATH ISRAEL OF AMERICA

Mr. Chairman, Members of the Committee, my name is Nathan Lewin. I am a
Washlngton attorney who is appearing before you today, pro bone publico. on
behalf of the Agudath Israel of America, to testify with regard to one word In
the proposed 1976 Fevenue Sharing Bill. Specifically, our concern-and the
subject of my testimony -is the amendment to Section 122 of the Revenue Shar-
ing Act which would add to its non-discrimination provision a prohibition against
discrimination on account of "religion."

Before turning to our substantive problem, permit me to give you Just a little
bit more personal and organizational background. In addition to practicing law
in the District of Columbia, I am an Adjunct Professor of Constitutional Law
at Georgetown Law School and was a Visiting Professor at the Harvard Law
School. teaching Constitutional Law. Criminal Law and Appellate Advocacy in
1974-75. I served, prior to 1969, as an Assistant to the Sollcltor General of the
United States and as a Deputy Assistant Attorney General in the Civil Rights
Division of the United States Department of Justice. Since entering the private



165

sector, I have also been writing from time to time on legal and constitutional
subjects, particularly in The New Republic, where I serve as a contributing
editor. My interest In questions of religious discrimination and particularly in
constitutional issues-related to such questions has also Involved me as a Vice
President of the National Jewish Commission on Law and Public Affairs
"COLPA"), in which capacity I have filed many amicus briefs in the Supreme

Court of the United States and appeared on behalf of plaintiffs and amild in
other courts. The organization which I am representing today-Agudath Israel
of America-Is a nationwide one which speaks for the interests of a broad centrist
constituency of the Orthodox Jewish community of the United States. Through
its various divisions-which include monthly English and Yiddish publications,
as well as youth groups, summer camps, senior citizens' programs, manpower
development programs, vocational education projects, Soviet Jewry agencies and
adult and youth education programs-Agudath It:rael of America has served the
Orthodox Jewish Community of this country for more than half a century in
many diverse ways.

We share with the United States Catholic Conference a concern about the
effect of a flat prohibition against religious discrimination in the Revenue Shar-
Ing Bill. Such a prohibition could be read, in our view, to foreclose state-funded
school lunch programs in Jewish Day Schools or constitutionally permissible
school transportation arrangements for children attending such schools. By its
very nature, a Jewish religious school is limited to Jewish students, and while
this restriction on admission may be viewed, in one sense, as religious discrimi-
nation, it has consistently been recognized as a proper and permissible means of
carrying out a religious function of a religious schooL

On the other hand, we would be the last to condone reliblious discrimination
in any area where religion is not an intrinsic part of the program or activity
which receives state funding. Those who drafted and proposed the language
which is now in HR 13367 were surely seeking to protect religious minorities
such as our own against unwarranted and unjustified forms of exclusion or dis-
crimination, and we Join in that objective.

We believe that the best way to satisfy both legitimate objectives i to add
the following language to Section -122(a) (1) (A), as it now appears In Section
9(a) of the Bill:

"Provi4ed That an educational institution which is, in whole or in substantial
part, owned, supported, controlled, or managed by a particular religion or by
a particular religious corporation, association, society or organization shall not
be deemed to be discriminating on accomit of religion or sex if it engages in any
practice in accordance with the religious tenets of such religion or religious
corporation, association, society or organization."

This language Is modeled on the exception to Title VII In Section 703(e) (2)
of the Civil Rights Act of 1964, as amended, 42 U.S.C. 2000e-2(e) (2) and on
Section 901(a) (3) of Title IX of the Education Amendments of 1972, 20 U.S.C.
11681(a) (3). It provides, just as do those provisions in present law, that an
educational institution may impose admission or employment standards in vari-
ous aspects of its operations on the basis of either religion or sex if such stand-
ards -ire part of its religious tenets In this way, a narrow exception to the rro-
hibition against religious discrimination Is carved out for those rare situations
where what might otherwise appear to be impermissible discrimination is really
Justified by a religious requirement.

Thank you.

STATEMENT OF NANCY EDE, WASHINGTON REPRESENTAVI' 7/X,
SOUTHERN REGIONAL COUNCIL; ACCOMPANIED BY RAYMOND
BROWN AND MS. SUSAN PERRY

Ms. EBE. Good afternoon, Senator. My name is Nancy Ele, and I
am the Washington representative of the southern governmental
monitoring project of the Southern Regional Council, and accompany-
ing me today is Mr. Ray Brown and Ms. Susan Perry. Ms. Perry is
staff counsel for the project.
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We would like to thank you very much for inviting us to testify
here today on this important legislation that is before you, and we are
sorry that we were scheduled so ate that more of the Senators couldn't
be here to hear the important things that we have to Say about dis-
crimination and citizen participation in the revenue-sharing program.

I would like to address myself today to two issues: first, citizen par-
ticipation, and the second, discrimination in revenue sharing, and in
particular to urge firmer antidiscrimination requirements and greater
citizen participation in the general revenue-sharing program.

My testimony will be based on the information gathered by the
southern governmental monitoring project of the Southern Regional
Council, which monitored 60 cities in the South over a 2-year period.
We have compiled this information in two books, one on "citizen
participation in revenue sharing: A Report from the South;" and the
second, "Discrimination in General Revenue Sharing in the South,"
and we would like to request that these be made a part of the record.

[The documents referred to may be found in the files of the
committee.]

Ms. EBF. Now, the first issue I would like to speak about today is
citizen participation. In our monitoring of these 60 cities in the Soiuth,
we found only a very low level of citizen involvement, and one of the
reasons-anct this is no new news. The General Accounting Office's
report on revenue sharing also came to this conclusion, and we found
that one of the reasons for this is a general lack of information about
revenue sharing. For example, I was in Jacksonville, Fla. monitoring
revenue sharing last summer, and I asked one of the reporters who
covered city hall where the revenue-sharing money went, and he said,
well, most of it went to recreation. In truth, a very small percentage
of the money went to recreation.

Furthermore, I asked a black man in the community how much
money did Jacksonville get in revenue sharing. The figure he gave me
was a tenth of the ultimate amount that Jacksonville had received.

This was not an isolated instance.
Senator GRAVEL. Where did it goI
Ms. EnB. The bulk of the money went to the fire and police depart-

ments which had EEOC complaints pending against them. The local
chapter of the NAACP filed a complaint with the Office of Revenue
Sharing the middle of last summer, and in December they received a
report from ORS that something was going to be done about it, and
from our last communication with Jacksonville, nothing has been
done.

There is a general problem of lack of information, and these exam-
ples I cited in Jacksonville, included civic leaders, and a reporter who
was someone who should be knowledgeable in this area. If these people
don't know what is going on with revenue sharing, we find it difficult
to believe that the run-of-the-mill citizen is going to know where this
money is being spent. And this problem has been made more severe by
the frequent attitude of local officials. For example, in Wake County,
N.C., one of our investigators asked a local official how he responded
to questions about revenue sharing, and he said, well, when anyone
asks me, I simply tell them the money has already been allocated.

Not only is there just a problem of lack of information, but our
investigations have found that the existence of revenue sharing dimin-
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ishes existing citizen participation, and the reason for this is that
revenue sharing enables localities not to have to raise taxes or hold
referendums, both of which necessitate citizen participation and citizen
input.

For example, in Baton Rouge, La. and in Chatham County, Ga.,
revenue-sharing funds-%vere used for projects which the voters had
already turned down one referendum, and if the local officials had
to use the referendum and tax increase procedures, they would have,
to be involved in some sort of communication with the citizens.

Now, we think both of these points about citizen participation fly
in the face of what we were all told about the theoretical foundation
of new federalism and general revenue sharing.

'We were all told in 1972 that this money was going to be closer to
the people, that it was going to be spent in accord with the people's
wishes, and yet our investigations found that this is simply not true,
that citizens have a very low input into the decisions about how this
money is going to be spent.

We have several recommendations that we think will help to remedy
this problem. The first series of recommendations relates to the plan-
ned and actual use reports. This morning I believe it was Senator
Nelson that was saying that he felt that the recommendations in the
House bill were gobbledygook. I would like to assert that it is my-
feeling, based on our research that the present planned use report and
actual use reports are gobbledygook because they tell citizens abso-
lutely nothing.

You look in the papers and they say, public safety, x amount of
dollars. You have no way of knowing what that entails. All you know
is, the citizens only know it has something to do with public safety.

What we would like to recommend is that there would be a line
item statement, an explanation of how the money is being used.

We further would recommend-that evh planned use report include
a statement of the time, place, and manner in which citizens can par-
ticipate and make their views'on planned revenue-sharing allocations
known, and that each actual use report explain any changes between
the planned and actual uses.

Further we recommend that public access provisions, similar to
-thp.e in the Freedom of Information Act, be made applicable to
financiel-and other data relating to revenue sharing so that people
will be able to have access to this information.

For example, again getting back to Jacksonville, the local chapter
of the NAACP told me they had been trying for a year to find out
exactly how revenue-sharing monies were being spent , and if we have
this sort of procedure for these use reports, it wouldn't be any problem.

Now, for example, Dade County-Miami, Flii-currently has this
procedure, and it has not proved terribly burdensome for them.

Our second recommendation in regards to citizen participation
relates to hearings. We recommend that each recipient jurisdiction at
a minimum, hold at least two public hearings, one prior to submission
of the planned use report, and one prior to adoption of the revenue-
sharing budget.

Now, it is true that many local officials say that, well, we really don't
need these sort of inputs because through informal means we know
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what citizens want. Well, we have a problem with that argument, and
we feel that it is common knowledge there are groups which tradi-
tionally have not felt they had access to these informal means of
communications. For example, to name just three areas that expressed
this concern. In New Bern, N.C., we interviewed blacks, in MacAllen,
Tex., Latinos, and in Spartanburg, S.C., women, all of whom expressed
their dismay at the official unresponsiveness to their potential input
into revenue sharing. And further, in Memphis, Tenn., a local urban
league official told us that he thought that the local g ernment was
less responsive after the general revenue sharing than it had been
before.

Now, I think this leads into the next area I would like to talk about,
which is discrimination. I think the lack of information problem
relates to the discrimination. For example, in Raleigh, N.C., the police
and fire department were receiving a great deal of revenue-sharing
funds, and a local black group there filed an EEOC complaint, but
they were unaware that they had a remedy under the revenue-sharing
bill.

And I think our report documents countless examples of discrimina-
tion, but one particular problem I would like to focus on is subcon-
tractors and contractors who are not complying with the civil rights
requirements. For example, in Charleston County, S.C., we found that
there was no effort being made to insure that the subcontractors
were-

Senator GRAVEL. May I ask a questionI
Ms. EnE. Yes, sir.
Senator GnA v-. You were here and you heard the colloquy that we

had this morning?
Ms. EBB, Yes.
Senator GR.vmW. Suppose we had a provision in here saying that only

those moneys in litigation were involved- Suppose so much money
went to the police department and they had a reason to say that there
was discrimination and therefore you filed suit. Only those moneys
would be impounded and not all the moneys that the community
received.

How would that-
Ms. Eni,. Well, our recommendation is that all moneys be suspended

upon a finding of discrimination.
Senator GAvEL. No: I am talking about the litigation in court. You

would be holding up all of the money that that community would re-
ceive by going to court. Now, obviously you are an aggrieved party,
you fee] it is a just grievance, but suppose that your grievance is not
Just. What you have done is you have punished that community in the
acquisition of those moneys ill the way across the board, even though
there was no proof of discrimination.

Ms. EBX. Well, Sue, our staff counsel is more familiar with the legal
aspects.

Ms. PLmnr. Senator, while I am sympathetic to the issue that you
raise, I think your question and the way that you pose it fails to take
into consideration the fungibility aspect of revenue-sharing funds

Senator G(3ivrw. FungibilityI
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Ms. PERRY. The fungibility aspects, where certain funds are placed
in one particular department in a jurisdiction. This in turn frees up
local money that can be used in another department, which may not be
a discriminatory agency. I think later on in the testimony that Nancy
is going to make, she is going to recommend something that we sup-
port which is jurisdictionwide coverage for the civil rights aspects of
the bill.

I think that also the House bill has a recommendation that where
there is an allegation of discrimination, that the jurisdiction has the
burden of proving that in fact no discrimination exists. I think the
whole point here is to try to identify a speedy remedy. We don't want
to withhold revenue-sharing funds where there isn't any problems.
Some of the people, the constituency that we speak for, need these
moneys desperately. Many, there are places, in black communities in
the South, where the black neighborhoods still do not have paved
roads or drainage or sewage facilities.

So what we are saying is we are looking for an efficient, quick
remedy, and I think that the threat, much more so than the-actual
withholding of money, would work to secure compliance at the local
level.

Senator GRAvE. But if you do have a malcontent in the community
who does want to start some suits, he cAn really tie this up into knots;
can he not I

Ms. PRY. I think litigation is a mechanism that does tie up money,
and it is for that reason that we look for agency compliance as a remedy
which is much more quick and efficient if used effectively.

At this point the Office of Revenue Sharing has failed to take advan-
tage of the opportunities that they have to speed up compliance efforts.
I know that as far as the backlog in the courts, I would not be in
favor of a first effort to file suit to solve t.ese problems.

Senator GRAtvEL. And the agency compliance, if they haven't done
a good job right now, then you feel by adding to the language that
the House now has, they would do a better agency job?

Ms. PERRY. I think the timetables we provide in here, Senator, there
would be certain timetables set up in terms of making an onsite-investi-
gation, in terms of making a notice to a recipient jurisdiction if there
was a finding of discrimination, that that would be the kind of lan.
guage that-would encourage the agency to do its job effectively.

Senator GivE.L. Very good. Please continue.
Ms. EBE. Senator, I would like to get right to that fungibility issue

that Sue just raised.
The argument is that the revenue-sharing funds can be interchange-

able with local funds. Now, this is a point that Senator Hathaway
brought up this morning, and a prime example of that is in New
Orleans where our investigator found that revenue-sharing funds
were used for the police and fire departments, and then some local
groups began questioning about the minority employment practices
o-f the police and fire departments. So New Orleans transferred all of
that money to the sanitation department and used regular funds for
the police and fire department.

So that is why we recommend that the only rational way to assure
that these civil rights requirements have any meaning at all is that
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revenue-sharing civil rights requirements must be made to apply to
the entire budget of the recipient jurisdiction, and at a very minimum,
when any jurisdiction is charged with discrimination in use of funds
through revenue sharing, it should be up to the jurisdiction to prove
definitely that no revenue-sharing funds had any part, directly or
indirectly, in the project in question.

I-would like to go on now to the issue of how the Office of Revenue
Sharing has been what we consider woefully inadequate in respond-
ing in investigation these civil rights complaints.

For example iN ew Bern, N.C., the Office of Revenue Sharing said
that they found evidence of discrimination, yet nothing was done.

Further, and more shocking, in Spartanburg, S.C., the ORS came
in and said they could make a case, a probable case of race or sex dis-
crimination in all but one of the city's departments, but yet a year
later, despite repeated requests from us and from-persons in Spar-
tanburg, nothing had been done. And further, I gave the example of
Jacksonville where merely a letter was written an-d it has been a year
and they have heard nothing more about it.

The Southern Regional Council in the past has advocated a transfer
of the civil rights enforcement responsibility from the Office of Rev-
enue Sharing to the Justice Department and we still stand by this
recommendation, for two reasons. First: We think that Justice has
a more extensive staff to deal with the problem, and second, we feel
that they have a history of familiarity of dealing with civil rights
problems.

But assuming that ORS will maintain some jurisdiction, some re-
sponsibility in this area, we hi,-- several minimal guidelines we would
like to recommend. The first is that ORS must operate within strict
timetables for answering investigative, and resolving complaints, and
given the fact that ORS has been dilatory in responding to complaints,
we do not feel the complaining citizens should be forced to exhaustive
administrative remedies before they go into the courts, and I think
this has been recognized in several court cases, particularly in Missis-
sippi. But at a minimum, administrative remedies should indeed be
exhausted at any point at which ORS or any other enforcing agency
fails to meet these timetables.

The second recommendation is that ORS should be encouraged and
required to monitor the resolution of any complaints, not merely as-
sume that they have been resolved to the parties' satisfaction, but to
continue to followup on the problem.

And third, and most important, upon a finding of discrimination, it
should be required to cut off funds from any noncomplying jurisdic-
tion that has not come into compliance within a specified time.

A further recommendation is in regard to delegee agencies, and we
feel that, given our investigation, that they should have the same
enforcement powers as ORS and be required to meet the same time-
table that we are recommending

Now, Senators, we realize that no agency could respond to all the
potential civil rights problems inherent in this legislation, and as we
state in our prepared statement, up until just recently, ORS had
only five civil rights investigators for 39,000 jurisdictions, and we
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realize to have ORS adequately respond to all the potential problems
would cause a great proliferation of the bureaucracy. So we think
along with the spirit of new federalism, that the people in the local
communities should be able to respond to the problems that they are
observing, and for this reason we think revenue sharing must insure
the private right to sue in Federal courts, which I think has been
followed in court cases, but to make this any sort of meaningful right,
we would recommend that attorneys' fees also be written into this
legislation because our research has indicated that the persons who
are most likely to be discriminated against are minority and dis-
advantaged persons who cannot finance the costs involved in exten-
sive litigation.

In conclusion I would just like to say that the investigations of the
southern governmental monitoring project have forced us to the con-
clusion that revenue sharing in some cases can be a vehicle for public
apathy and uncontested, invidious discrimination. And we think,
along with the spirit of new federalism, it can be more than this.
And we would like to see the kind of legislation that inspires trust
rind interest in the people and equitably gives or distributes funds
for all citizens, and we think the recommendations we have made
today can help to achieve these goals.

Thank you very much.
Senator GRivr. First off, how does a government prove that it

doesn't. discriminate, I mean, if you put the burden of proof on their
shoulders rather than the burden of proof on the litigant, and I appre.
ciate that many of these litigants are poor people who wouldn't even
know their way to the courthouse, much less be able to afford an attor-
ney to take them to the courthouse, how does a community say, well,
we are not discriminatin I

Ms. EBE. Well, I would like to briefly answer that, and I think Ms.
Perry, our staff counsel, has some remarks on that.

I think our recommendation relates to the fungibility issue, and
because we feel thatthe money can go in and free up other funds,
that the burden of proof is going to have to be on them, because the
money gets lost in their budget, and under current procedures we
have no way of identifyifig them. And I think there could be, one
case I can think of where they could prove that they did not discrimi-
nate in the use of funds, and that would be where they had had a
referendum to build X project and the money had come solely from
this referendum. That would obviously have nothing to do with
revenue sharing. And there could not be a charge of discrimination
in the use of revenue-sharing funds there.

Ms. PERRY. I must say, Senator, I am very grateful that you didn't
ask that question in reverse, how do youprove a case of discrimina-
tion, because after a recent decision, Washington v. Davis, I don't
think any of us are too sure anymore.

But I would say in answer to your question that one way that a juris-
diction could sustain the burden of proof if they had to on discrimina-
tion would be to present statistics and evidence in terms of, let's take
Jacksonville, Fla. for example, where the NAACP filed an ORS com-
plaint charging discrimination in the use of revenue-sharing funds
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with the police and fire department. There the statistics were pretty
clear that there was a pattern of not hiring blacks and not hiring
women in there on the sworn force, and the statistics proved that out.

And the jurisdictions, I think, are in a much better position, I think
to present this kind of statistical evidence. They keep these kinds of
records in the normal course of their business. They keep records about
accounting-procedures, where the money is being distributed, and I
think they would have those records available to them to present in
terms of shifting the burden and showing that they had not in fact
discriminated.

Senator GRAvzr-. Would the fact of mere exposition of a problem,
let's say suppose if you had an adversary that was properly funded-
and I might say that your organization acts as an adversary in making
these investigations and bringing to light something involved and
someone involved in racism-if people had the ability to fund investi-
gations and then take those investigations through a normal judicial
pattern, would that be as rnaningful I

You see, you recommend an action within the bowels of the Govern-
ment. What I am suggesting as an adversary is something outside
the reach of Government. Take one-half of 1 percent of all the
moneys that go to revenue sharing and fund the adversary to investi-
gate revenue sharing.

What would be the impact of that?
Ms. PEPPY. I think in our region we really do need the money to

reach the local government to the extent that the constituency that we
speak for, the poor, the black people, really do need these funds in
terms of the municipal services.

Senator GRAVF. They would be getting them more directly. The
funds would get to the local government, but then you would have
somebody that was in a better position to investigate what they are
doing with the funds and they could report this to the people of the
community who hypothetically could take action.

Well, let's take the black people. In Jackson, or take another town
in the South that is predominantly black, you think they would be able
to go vote the people out of office if they had the proper information
about their malfeasance in office, or maybe coming from the North I'm
looking at it idealistically and that is not really what is happening.

Ms. PERRY. The only thing I can say is I would hate to be in a posi-
tion of saying that these groups don't need money because they do
need money. But these issues vitally affect the community, and we
found that these people are interested, they are willing to volunteer
their time, take their time to investigate these issues, and that they
have not received any compensation in the past.

We, of course, don't receive any Federal funds, and I think most.
of the organizations that testified here today don't receive any Federal
funds.

We have identified private sources of funding to conduct our inves-
tigations, and I think it might put us in sort ofa compromising posi-
tion to be .receiving money from the very, not the agency, but at least
under the same act, and have to investigate the agency enforcing it
There might be sort of & built-in conflict of interest.
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Senator GRAvEL. It would be a tie-in that if you are too effective,
you lose your job, but of course, with that kind of appropriation every
2 years, you lose your job anyway.

All right, thank you, Nanc . Thank you.
[The prepared statement of 3s. Ebe follows:]

STATEMENT Or Ms. NANOY Eft, WAsH NroTN RnaE5NTATIVE, SOUTI ERN
REGoNaL COUNCIL

Good morning, Mr. Chairman. I am Nancy Ebe, Washington representative of
the Southern Governmental Monitoring Project of the Southern Regional Coun-
cil. I appreciate your invitation to testify on the Important legislation now before
your committee.

I would like to address the issues of citizen participation and discrimination
in revenue sharing, and In particular to speak to the need for greater citizen
participation and firmer antidiscrimlnation measures In the revenue sharing
act. Mly testimony will be based on information gathered by the Southern Gov-
ernmental Monitoring Project of the Southern Regional Council, through inves-
tigations of sixty communities in the South over a two year period. Much of this
information has been compiled In two reports by the Council, Citizen Participa-
tion In Revenue Sharing: A Report from the South, and Discrimination in
General Revenue Sharing in the South. These reports contain our major findings
and recommendations, and I will be glad to make copies available to any of the
members of this committee who may wish to see them.

On the Issue of citizen participation in revenue sharing, our investigators
found only a very low level of citizen Involvement in local decisions about the
allocation of revenue sharing funds. This is hardly news; the General Accounting
Office's report on revenue sharing also pointed out that citizen involvement in
revenue sharing decision-making is at an extremely low level throughout the
Nation.

Much of the difficulty i due to a general lack of information about the pro-
gram. Our investigators found that even civically active persons were often
uninformed or misinformed about revenue sharing. In Gainesville, for example,
a woman very active in state and local women's rights groups had not realized
(until informed by our investigator) that another local group had successfully
requested the local government to use revenue sharing funds on a suicide pre-
vention project, or that she could attempt to persuade the city to expend revenue
sharing funds on a rape -crisis center in which she was interested. In another
Florida city, Jacksonville, I myself found that the head of a local civil rights
group was totally misinformed about the size of the city's revenue sharing allo-
cation, and thought it was some ten times smaller than was actually the case.
Attitudes of officials sometimes compound this lack of citizen information about
revenue sharing; in Wake County, North Carolina, for example, one public
official told our investigator that whenever anyone asked him about revenue
sharing, he simply told the inquirer that the county had already allocated all
the funds.

If citizens do not know about revenue sharing, they can hardly participate
in local decisions as to its use. Indeed, our nvesigators found that the revenue
sharing program If anything actually diminishes citizen involvement in local
governmental decisions. Revenue sharing enables local governments to finance
projects that could otherwise be funded only through local tax increases or bond
issues, both of which would naturally lead to civic discussion and debate. In
Baton Rouge, Louisiana, and In Chatham County, Georgia, our investigators~
found that local governments were using revenue sharing funds for capital proj-
ects (a civic center and a courthouse, respectively) that had previously been
rejected by the voters in bond Issue referenda. These certainly may be worth-
while projects in themselves, but the point Is that revenue sharing has enabled
local governments to circumvent the citizen participation that they otherwise
would have faced. In short, to some degree the revenue sharing program actually
seems to work against citizen participation.

Clearly this fifes in the face of one of the revenue sharing program's basic
promises: that local governments are closer to the people, and that they are
more likely than Federal agencies to spend Federal dollars in accordance with
the citizens' wishes and needs. If this premise. is to be anything more than a
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hollow fiction, some measures must be taken to make certain that citizens receive
better information about local revenue sharing allocations, so that they may
have a basis for airing their views and exercising their informed criticism about
their local governments' actions.

At a minimum, our citizens need more precise and detailed reporting about
local governments' planned and actual uses of revenue sharing funds. The present
Planned and Actual Use Reports are extremely uninformative. They merely
report the amounts of dollars going into very broad general expense categories
(e.g., "environmental protection"), without informing citizens of the precise
local projects that are receiving revenue sharing funds, and without informing
citizens as to the time, place and manner in which they can let their views be
known. Planned and Actual Use Reports should include line item statements of
actual local expenditures. We -recommend that each Planned and Actual Use,
Report include a line item statement of the local projects to be funded in whole
or in part through revenue sharing along with a simple explanation of the total
city budget. We further recommend that each Planned Use Report include a
statement of the time, place and manner in which citizens may make known their
views on planned Revenue Sharing allocations; and that each Actual Use Report
explain changes between planned and actual uses.

In addition, public access provisions comparable to those found in the Federal
Freedom of Information Act should be made applicable to financial and other
data relating to local revenue sharing decisions, so that citizens can be assured
of the information they need for an accurate assessment of revenue sharing useq.

No local revenue sharing decisions should be made until citizens have had the
opportunity to air their views at public hearings. We recommend that each recip-
lent jurisdiction be required to hold at least two public hearings, one prior to
submission of the planned use report and one prior to adoption of the revenue
sharing budget.

It is true that many local officials feel that hearings and other citizen partici-
pation measures would only be troublesome, and that they already know, by in-
formal means, what the citizens want. But there are many groups of citizens
who have traditionally had little access to local government, and who are not-
familiar with its routines. So long as citizen input into local revenue sharing
decisions is only informal, then groups without a tradition of access to local gov-
ernment can easily be shut out, and their views and priorities can easily be
disregarded. Our investigators interviewed black people in Newbern, North
Carolin, and Latinos in MacAllen, Texas, and women in Spartanburg, South
Carolina-to name but a few localities--all of whom felt discouraged at what
they perceived as an official unresponsibleness to citizen interest in revenue
sharing. An Urban League officer in Memphis, Tennessee, told our investigator
that in his opinion, revenue sharing had made local officials less responsible to
these citizens' needs.

Disregard for the needs of minority citizens naturally relates to the other
major topic which I would like to raise with you, namely discrimination in the
use of revenue sharing funds. The lack of information about revenue sharing
applies to the civil rights area as well as other aspects of the program. Ir laoleigh,
North Carolina, revenue sharing funds have been allocated to police and fire
departments; local black persons have filed EOC suits against these departments,
but our investigator found that they did not even know about their rights under
the revenue sharing act.

Our investigators found many instances of race and sex discrimination in local
governments' revenue sharing programs-both employment discrimination and
discrimination in the uses of funds. In some instances the Office of Revenue
Sharing (ORS) also found evidence of discrimination-but did very little to
rectify the situation. In Spartanburg, South Carolina, an ORB auditor's report
noted a probable case of race and sex discrimination in every city department
except one; but well over a year later, ORS had made no further investigation,
despite the repeated complaints of local civic groups. Moreover, contractors and
subcontractors on projects funded with revenue sharing not only fail to meet the
civil rights standards that the Act imposes upon them; they are often altogether
uninformed of their civil rights obligations, and local governments often have
made no clear allocation of responsibility for monitoring and enforcing civil
rights requirements among contractors. In Charleston County, South Carolina,
at the time of our investigation county officials were making no effort to endure
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that private contractors observed the revenue sharing civil rights requirements,
and a leading architectural contractor employed no blacks and no women.

Discrimination in the uses of funds can be extremely subtle; no doubt this
discrimination is often unintentional, resulting not so much from conscious in-
tent as from an habitual inattention to the needs of disadvantaged and minority
citizens--who are themselves often reluctant or unaccustomed to press their de-
mads on city hall. In New Bern, North Carolina, revenue sharing funds were
to be used to construct two recreation centers, one in a predominantly white
suburban area, the other in the inner city. But the suburban center was to be
constructed first, and Inner city blacks complained that because of Inflation,
the quality of their center would be inferior if construction were delayed. ORS
found evidence of discrimintion In New Bern, but at the time of the SCAMP
investigation had apparenti- done nothing to assure that the city met its com-
initments to eliminate discrimination. In Charlotte, North Carolina, black civil
rights groups have objected to the city's use of revenue sharing funds to finance
expenses Incurred In connection with annexations of predominantly white areas;
the black groups regard tile annexations as a dilution of black voting strength.

Perhaps the subtlest form of discrimination stems from a problem that has
oftOn been discussed in connection with revenue sharing: the interchangeability
of revenue sharing funds with local funding sources. The General Accounting
Office's report of revenue sharing noted that cities could easily evade revenue
sharing's civil rights and other requirements, simply by locating revenue shar-
ing funds, for accounting purposes, exclusively in city departments that meet
tiose requirements, while allocating locally-derived funds to non-complying de-
partments. Our' investigators found that this device apparently is being used
by cities to avoid revenue sharing's civil rights requirements. In New Orleans,
our investigator learned that revenue sharing funds were used for a time to
pay police and fire department salaries; but after a number of inquires about
minority employment practices, the city shifted the revenue sharing funds to
such "safe" departments as sanitation-1"safe" because less vulnerable to charges
of discrimination.

Clearly recipient governments ought not be able to avoid revenue sharing's
civil rights requirements by mere accounting devices of this sort. The New
Orleans example goes to prove a fact widely realized about revenue sharing:
their Infusion into one department allows the freeing up of local funds for
others. so that the net effect of revenue sharing is an increment to the entire
city budget. For this reason, there Is only one rational way to assure enforce-
nimeat of the revenue sharing antidiscrimination requirements: revenue sharing's
civil rights requirements must be made to apply to the entire budget of recipi-
ent Jurisdictions. At a minimum, when any Jurisdiction is charged with dis-
-rimination in projects4 funded through revenue sharing, it should be up to (he

Jurisdiction to prove definitively that no revenue sharing funds had-any part,
directly or indirectly, In financing the project in question. The range of such
projects will undoubtedly be very narrow, as for example projects that are
authorized by referendum for funding through special local levies.

The extension of revenue sharing civil rights requirements to entire city
I u1lgets will not in itself assure that those requirements are enforced, however.
Our Investigations, like other inquiresinto revenue sharing, have forced us to
the concluision that ORS has been woefully inadequate in monitoring civil rights
requirements, in investigating complaints, and in pursuing those complaints to
a satisfactory resolution. It is common knowledge that ORS is pitifully under-
staffed for civil rights enforcement (until recently. five civil rights investigators
for some 39.000 recipient Jurisdictions): and this has resulted in delay and
confusion in the enforcement of civil rights under revenue sharing. For the
citizens involved, it has meant frustration, discouragement, and-among sone-
an embittered conclusion that federal civil rights could be violated with Impunity.

In the past, the Southern Regional Council has advocated the transfer of civil
rihts enforcement responsibility from the Office of Revenue Sharing to the
Justice Department: we still believe that this measure would not only form
the point of simplifyIni civil rights enforcement, but also for the sake of al-
locating this responsibility to an agency with an extenqlve staff that is experi-
enced in civil riL'hts matters. But assuming that ORS retains at least some
jurisdiction In this area, certain minimal guidelines nre essential.

First of all, ORR must operate within strict timetables for answerlne. Inves-
tigating, and resolving complaints. Given the past pattern of dilatoriness In
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ORB's handling of civil rights complaints, the Southern Regional Council does
not believe that complaining citizens should be required to exhaust adminis-
trative remedies before resorting to the courtW At a minimum, administrative
remedies should be deemed exhausted at any point at. which ORB (or any other
enforcing agency) fails to meet these timetables. In addition, ORS should be
required to monitor the resolution of any civil rights complaints, to assure
that recipient jurisdictions are In fact taking the steps required to remedy dis-
crimination. Finally, upon a finding of discrimination, ORS should be required
to cut off funds from any noncomplying Jurisdiction that does not come into
compliance within a specified time. These requirements should expedite the
processing of complaints through ORS, or failing that, they should permit com-
plaints to resort to the courts; and they should also serve to remind recipient
Jurisdictions of the necessity for promptness in remedying civil rights violations.

In the past, ORB has attempted to delegate its enforcement responsibilities
to other agencies, some of which lack expertise in civil rights law as well as
jurisdiction over local governments. This was the case in Spartanburg, where
ORS has attempted to enlist the South Carolina Human Relations Commission
to investigate complaints. Any delegates agency must have the same enforcement -
powers as ORS, and must operate within the same timetables.

Given the large number of jurisdictions receiving revenue sharing funds, and
given the many potential civil rights violations, it is not to be expected that any
federal agency or group of agencies can monitor all possible deviations from
civil rights requirements. Such a task would lead to an enormous proliferation
in the federal bureaucracy, and might result in even greater confusion than
already exists. In keeping with the new Federalism approach of revenue shar-
ing, much responsibility necessarily devolves on local citizens to monitor their
jurisdiction's civil rights performance, and to pursue their own complaints of
non-compliance. For this reason, it is especially Important to protect private
citizens' right to secure civil rights compliance independently of any federal
agency. This means that revenue sharing must ensure a private right to sue in
the federal courts. Moreover, our investigations showed that the victims of dis-
crimination are typically minority group members or other disadvantaged per-
sons, and that these persons frequently lack the financial resources for lengthy
litigation. Realistically, protection of a private right to sue must include rea-
sonable attorneys' fees, so that the persons most likely to suffer from discrimi-
nation can bring their cases to the courts.

The investigations of the Southern Governmental Monitoring Project have
shown that revenue sharing in its present form at some time has acted asq a
vehicle of public apathy and of uncontested, invidious discrimination. If this
program is to meet its own fundamental purposes, It must infuse money into
our communities fon a basis that is equitable for all our citizens, and in such a
way as to inspire citizens with trust and interest in their own local govern-
ments. We believe that the recommendations we have made can help to achieve
these goals.

Senator GmvA . We would like to call back the other gentleman.
I'm sorry you left earlier. Senator Roth didn't have a chance to get
down to the room.

Senator Romr. I came in just too late.
But this morning in the testimony it was pointed out that a number

of church-related organizations, Catholic, Protestant, Jewish, do pro-
vide certain types of services to the public at large, and that this has
been in part supported through revenue-sharing funds.

It seems to me, reading through your testimony, that what you say
is very important. We want to continue these services. The problem
with the language in the House bill is that nobody really knows what
it means. We are going to end up in court trying to resolve this, even
though I do not believe the House intends to whittle away what has
been done in the' past.

Is that correctY
Mr. KRASICKY. It is correct. But I would like to add that from my

own experience in a State attorney general's office, there is a lot of ac-
tion that can be taken short of going to court. What we are concerned



177

about is that if this statute is enacted in its present form, there is going
to be a great fear that States are going to lose our revenue-sharing
funds. So we have got to correct any discrimination anywhere, in any
program. They are going to examine our operations, they are going to
say, you only admit Catholic children to your schools because we
counted' them and they are all Catholic. This is the statistics argu-
ment that was just made. Therefore o are discriminating on the
basis of religion, and rather than risk tie loss of any Federal revenue-
sharing funds, we are going to cut you off, and there won't be any need
for a lawsuit. And I thinf the eIfect will be to discriminate against
our people, denying them services they are entitled to.

Senator ROTH. Well, let me just reemphasize because I think this is
an important point-the problem is that if you have unclear language,
you are going to end up in the court in oraer to resolve it effectively.
Perhaps more important is that administratively, in order to avoid
that threat of court action, State agencies are going to lean over back-
ward, in effect, discriminate against the services that are being pro-
vided now by church affiliated groups.

I think they are both important points.
Mr. KRASICKY. Yes, I agree, but also I would like to clarify a re-

sponse made to Senator Gravel-I am sorry he left. He asked me about
some language that might take care of the problem, and I indicated
to him that that would be an improvement, and as I remember the
language--and I didn't write it down-

Senator ROTH. I have it here, if I may-
Include a provislofi to state that religious preference by churches and church-

related orgainiations does not constitute unlawful religious discrimination.
Mr. KASICKY. I indicated to him that would be an improvement,

that it certainly is better than what is in the Hous3 bill now. But I
don't think it satisfactory because there would be a lawsuit about that,
too, and we don't need lawsuits. It seems to me, a good legislative proc-
ess is to avoid lawsuits and to write things with clarity.

Now, the present revenue-sharing bill in regards to our problems
has worked very well. We are not worried that any of our people are
being discriminated against because of religion in receipt of services.
So, as far as I am concerned, there is really no need to change that
provision.

And I pointed out earlier, the comment was made that there is
some discrimination by State governments in employment on the
basis of religion. We support this, but we suggest that title VIII of
the civil rights legislation of 1968, already takes care of this, and it
seems to me that you do not use a tax bill to correct a problem that
you have legislation for already.

Senator ROTH. Well, one of the mistakes that, in my judgment,
the Congress makes, is that we repeat certain ideas in every new piece
-of legislation in somewhat different language. Those who are respon-
sible for administering and living under it will confuse it. I agree with
you. My concern about the language suggested by Senator Gravel is
that again, until you test that in court, you don't know what it is
saying. And that quarrels with the objective.

It seems to me we would be adding now language that legally is
not clear, and that you will have exactly the same problems that you
have on the House side. It will have the negative effect of requiring
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litigation. Those who are conservative in administrating the law will
avoid that potential litigation because of the lack of clarity.

Tt ems to me a much more straightforward way of handling
this is just to eliminate the word "religious." I have heard no other
proposal as clear and precise and to the point of what we are trying
to do.

Would you agree with that?
Mr. K.AslcKY. Yes; I would agree with that, and I recommend

that that be done.
Senator ROTH. May I ask you a somewhat unrelated quesiion?
I am awfully concerned about the fact that they tried to add the

words "age," and "handicapped."
Aaain. I am not quarreling with what they are in one sense

trying to say. What I fear is that this language would cut two
ways, and that we would end up not being able to provide special
programs for the aged, or special programs for the handicapped,
both of which are legitimate goals for the use of these funds.

Mr. KRASICKY. This is especially true because of some of the other
language that they put in to try to correct the problem we raise, which
we don't feel does the job. That language is not going to do the job
that they think it will, and it is possible the court might rule that
it does do what they want, but it is such a risk that it ought not to be
taken.

Senator ROT!. I think that is important to be pointed out, that
this concern expressed by your group is not one by strictly Catholic
groups, but also one raised by other groups.

T mentioned a letter earlier this morning, and I would like to
have it incorporated as part of the record. The letter is from the
Federation of Jewish Philanthropies of New York. It was sent to
Senator Long. In that statement they pointed out that:

Sectarian-sponsored human service programs were created to provide needed
services to members of the sponsoring religious groups. Many such programs,
consistent with Federal law, have received public funds for the delivery of
these services to eligible persons. As is true with each faith, Jewish child care
agencies, yeshivas and day schools grant preference in admissions to Jewish
children. Consistent with*Title VI of the Civil Rights Act of 1964, they receive
Federal funds under the Social Security Act, the school lunch program, educa-
tion programs for the disadvantaged, and the like. This is permitted because
title VI Hmits its prohibitions against preferential treatment to "race. color.
or national origin" in recognition of the existence of sectarian or religious-based
programs.

Now, I think that is broad-based support for your testimony.
M r. KRASIcKY. Yes. We have talked with other church-based

organizations and other dominations, and they recognize the prob-
lem.

We think that the word should be deleted.
Senator ROTH. Well. I thank you for returning, and in closing I

woald like to say that I intend to offer an amendment.
Mr. KRASiCKY. Thank you, Senator.
Senator RoTH. Thank you.
That concludes the hearings for today, and we will reconvene at

the call of the Chair.
rWhereupon, at 3:05 p.m., the committee recessed subject to the

call of the Chair.]
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STATEMENT OF SENATOR BILL BaocI
Mr. Chairman, I would like to commend you for holding these bearings on

General Revenue Sharing even though I know that many members of the Finance
Committee are busy with the tax reform conference. Although tax reform Is a
very important subject, I think that Revenue Sharing is also very important.
It is very unfortunate that we have delayed this bill for so long.

This is a bill that should have been passed in 1975. Many of our state and
local governments have already begun their 1977 Fiscal Years without knowing
the status of Revenue Sharing. On the first legislative day of this 94th Congress,
in January 1975, I introduced a Revenue Sharing bill, S. 11, with eleven co-
sponsors. I did that not just because I am a strong advocate of Revenue Sharing,
but also to try and speed passage. Unfortunately, the House dragged its feet for
over a year and a half, and, let me again commend you Mr. Chairman, for not
dragging your feet and for quickly taking up this bill despite the Finance
Committee's deep involvement in the tax conference.

I have long been an advocate of the concept of Revenue Sharing, even before
I knew the proper name. And, I strongly supported the program, first as-a Repre-
sentative in the House, and then as a Senator. Any doubts that I had about this.
program were rather easily allryed from two events last year that I conducted
on Revenue Sharing. One was a series of field hearings that I held in Tennessee,
and the other was from a poll I conducted on Revenue Sharing.

In October of last year, I held my own field hearings on Revenue Sharing in
first Nashville, and then in Kingsport, Tennessee. We had a good cross-section of
witnesses from a Congressman, Jimmy Quillen, to Mayors, County Officials, City
Administrators and public interest groups like the league of Women Voters.
Although there were some minor criticisms, such as on citizen participation from
the League of Women Voters (which I hope we will correct in mark-up), all of
the witnesses overwhelmingly endorsed, Revenue Sharing.

I think that Harry Dethero, Mayor of Cleveland, Tennessee and President of
the Tennessee Municipal League summed up the feelings of all the witnesses
when he stated, "I speak on behalf of municipal officials from across this great
state of Tennessee and say to you with the deepest conviction that the cities and
towns of this state simply cannot survive as we know them without the continu-
ance of Federal General Revenue Sharing."

Mr. Chairman, these Tennessee Field Hearings were very interesting and edu-
ciflonal to e-and I think that they would be for the Finance Committee; so,
without objection, I would like to make these Tennessee hearings a part of the
official Finance Committee record.-

Last year, I also conducted a public opinion poll among the recipients of
Revenue Sharing anu, quite frankly, I was overwhelmed by the response. I
expected to receive , few thousand replies, but I received over 16,000 replies
and that amounts to almost half the recipients. The responses to some of the
questions did not surprise me-naturally, they supported the program. However,
a couple of the answers did surprise me. When asked "what percentage would
local taxes have to be increased If revenue sharing were cut off?": eight percent
anticipated a 5% tax increase, 9% anticipated a 5-10% tax Increase, 28% said
they would have to raise taxes by 10-20% and a whopping 48% said that they
would have to raise taxes over 20%. I don't think that we in Congress want this
to happen.

When naked what programs would have to be cut, 279 said social programs.
28% said safety programs and 45% said capital Improvements. Again, I don't
think Congress would like to see these cuts.

Mr. Chairman, without objection, I would like to have the complete results of
the poll inserted in the offclal Finance Committee record.

Mr. Chairman, those two events, my Tennessee Hearings and the results of
the Public Opinion Poll have renewed my faith and belief in this vitally impor-
tant program.

I would just like to make three brief comments on the bill that the House
passed. First, I was very distressed that more red tape, paperwork requirements
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were placed on Revenue Sharing. Red tape and paperwork are, of course, the
very antithesis of the whole concept of Revenue Sharing. I hope that we can cor-
rect those flaws.

Second, I hope that we can get at least a 54 year extension instead of the
House passed 3% years. I would actually like to make this a permanent program,
but I will settle for a "little" less.

Third, and finally, I hope that we can increase the funding and I don't mean
just replacing the $150 million per year step increase which works out to only
about a 2% increase. I weuld like to see this figure at least doubled which still
would not keep up with inflation, but at least would be more realistic. I would
like to remind the Chairman that in our Senate Finance Committee Budget
Resolution we do have flexibility for an increase. One thing is certain, we must
correct the House action that simply froze the funds.

Mr. Chairman, I thank you for this time and again commend you for your
quick action on this bill.

HEARINGs ON THE CONTINUATION Or Rzvrxuz SHA~n!G

PANEL MEMBEB5

Senator Bill Brock, Member, Revenue Sharing Subcommittee, Finance Com-
mittee, U.S. Senate; Judge William Beach, National Coordinator for Revenue
Sharing, National Association of Counties; and Karen Spaight, Intergovern-
mental Relations Specialist, Office of Revenue Sharing, Washington, D.C.

TzsmMoyrr or RosnrT A. Horrl: FsoAjL-ADmXNrsTEATmv ASSISTANiT '%\
MAYO RICHARD H. FIULTON

50Iy name is Robert A. Horton. I am today representing Mayor Richard Fulton
who had an unavoidable prior commitment today.

Metropolitan Nashville-Davidson County welcomes this opportunity to tell the
story of our use of General Revenue Funds.

Counting the funds appropriated in the 1975-76 operating budget, we have
committed or spent to date $35,859,310 of General Revenue sharing funds. We
have spent $5,800,000 or 1% of the funds on Capital outlay and $30,059,310 or
84% on operating and service programs as set out in the eligible categories of
expenditure. (The details are shown on the attached table.)

Our City and County governments have been consolidated since 1963. Metro-
politan Nashville offers more than 600 different services to a resident population
of 408,000 and to a total daytime population in exceed of 550,000.

General Revenue sharing funds have permitted our local government to main-
tain and in some instances expand services to people in the face of continued
Inflationary pressures. We have been able to maintain programs without a
property tax increase.

Our total budget for Fiscal Year 1975-76 is about $225,000,000. Appropriations
from Federal General Revenue Funds amount to $9,000,000 of this total. This,
less than 41/ percent of our budget, may not appear to be a larger factor in our
total budget: however, it would take a property tax increase of about 60 cents
on every $100 of assessed property value to replace it. This $9,000,000 is also
very Important because it is an assured multi-year source of funds.

I, as a staff assistant to the Mayor during the past twelve years, have actively
pursued the Federal Grant dollar. Categorical grants are often only one or two
year funds. Much time and grant management staff is required to try and meet
long range people needs from these stop and go revenue sources. Uncertainty as to
continued funding makes it hard to effectively staff and operate service programs
for the hundreds of Categorical Grant sources. Multi-year special purpose block
grants such as the Community Development Program can help reduce the time
spent on grantsmanship at the local government level.

Continuance of the Federal General Revenue Sharing program at a level that
will restore the purchasing power equal to the level of the first year of this 5 year
program is urgently needed. It is the most effective way to strengthen local gov-
ernment and meet the needs of the people. It will help us serve the elderly and
the young on a day to day needs basis.

Thank you for this opportunity to appear and tell Nashville's story.
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CUMULATIVE TOTAL OF FEDERAL GENERAL REVENUE SHARING FUNDS EXPENDED AND BUDGETED THROUGH
JUNE 30, 1976, AMOUNTS SHOWN BY PURPOSE OR FUNCTION, METROPOLITAN GOVERNMENT OF NASHVILLE
AND DAVIDSON COUNTY, TENN.

Operating CapitalAgency or function budget outly Total

Police department .............................................. $9, 363,122 .............. 9, 363, 122
Sheriff department ................................................ 1 3 83, 227 .............. 183, 227
Fire department .................................................. 3,7 2 . 4, ... 1 721:123
Public works ..................................................... 3, 7,290 $4,000,000 7,387,290
TraLc and parking 406,879 800,000 1,206,879Health andparnt ....................................... 2, 131, 145 .............. 2, 131, 145

Hospitals ......................................................... 5, 403,967 .............. 5, 403,967
* Parks and recreation ......................................... 2,810, 284 .............. 2,810,284

Libraries .................................................... 1: 242, 007 .............. 1242,007
Social services ......................................... 1,054,528.............. 1064,528
Finance ........................................................ 873, 238 .... ...... 873,238
Water and sewerage ............................................................. 1, 000,000 1, 000, 000
Nashville transit .................................................. 472, 500 .............. 472, 500

Total ...................................................... 30,059, 310 5. 800, 000 35,859,310

Percent of total ............................... ................... 84 16 ..............

The League of Women Voters of Tennessee participated In a National Fed-
eral Revenue Sharing Monitoring Project funded by the Clark Foundation in
1974. The conclusions which I will report here are based on census information.
interviews, budget analysis and other data gathered over a seven month period.

The City of Metropolitan-Nashville-Davidson County received more than $17
million in general revenue sharing funds during the first two allotment periods.
At the same time, the city, other agencies and institutions expected to receive
a total of $50 million in categorical grants.

General revenue sharing funds were placed, for the most part, in the general
operating budget of the city and allocated to various departments for needed,
priority programs. These funds probably did not alter the overall pattern of city
budget allocations but did, in some cases, result in increased allocations for vari-
ous projects. A road paving and traffic signalization program financed by rev-
enue sharing funds would have been carried out anyway but to a lesser degree
over a longer period of time. Almost $500,000 of general revenue sharing funds
were used to take over the privately owned and failing mass transit system. The
action to take over operations might not have been so readily approved if Gen-
eral Revenue Sharing funds had not been available.

Priority needs and programs, according to those interviewed, covered a wide
spectrum of government services. Public safety, water and sewer improvements
and a whole range of social services topped the list.

Revenue sharing funds were used to help all the people, according to the Ad-
ministration. Traffic signalization and improved streets benefitted all drivers-
upgrading the Police department and hiring additional personnel added to the
public safety--and salary increases to key personnel maintained quality of serv-
ices to citizens. These were just some of the comments received.

The taking over of the mass transit system by the city, upgrading the geriatric
unit at Metro Bourdeltux Hospital ay " the use of funds to continue a juvenile
delinquency program were classified by some as helping the disadvantaged. Some
funds were given to the Health Department to continue programs, but Health
Director Dr. Joseph Bistowich said he would like to see more revenue sharing
funds given to his department. Cuts in air pollution control, rat control programs,
the children's Immunization program and a general cutback of federal funds for
his department since 1971 were cited as his reasons for needing more general
revenue sharing funds.

The Model Cities program here was also cut, but according to Mr. Floyd Murphy
of the Metro Action Commisqion funds for Headstart, the Neighborhood Youth
Corps and the Neighborheod :"ervice Systems remained at the same level in 1974
as before.

Most of the people we interviewed believed that general revenue sharing funds
had prevented an increase in property taxes in Metropolitan Nashville. By placing
the money in the general fund and expand services without increasing property
taxes. But, there has been some disagreement over putting revenue sharing funds
into the budget.
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Many Councilmen, and most that we interviewed, believed revenue sharing
would not continue and the money be used for a one time capital outlay expense
such as water-sewer improvements. I would agree that if the revenue sharing act
is not renewed the city will have to come up with new money to replace federal
revenue sharing funds if they are to continue programs and services at the
current level.

I would think that most people believe that both general revenue sharing
funds and categorical grants are needed. Many feel, however, that categorical
grants should be consolidated from the now thousand to 25 or 50. City officials
also said they wished categorical grant requirements could be simplified-
that there was a great deal of red tape and that many grants did not coincide
with the city's fiscal year . . . making budget bookkeeping difficult.

_. According to our research, the city of Nashville did not misspend any of the
reveuue sharing funds received. It was spent in the categories specified by law.
Marny people, I believe, thought that because the enactment of revenue sharing
coincided with the cutting of some categorAcal grants, that it was to replace
the grants. This has been done to a certain extent. The juvenile delinquency
prevention program was continued with revenue sharing funds.

In conclusion, I do believe there is a need for the Federal Government to
continue revenue sharing. I believe the money has enabled the city of Nash-
yille to improve and expand services to citizens without increasing property
taxes. I also think categorical grants are necessary, but that they should be
consolidated and simplified.

TESTIMoNY FOR SENATOR Bm)cK's HEAmzIO ow RvNuz Sxtxwno

Revenue Sharing has apparently not altered the pattern of state budget allo-
cations. Revenue Sharing funds have been treated as one more source of income
to the state an( been lumped in with the General Fund.

It is difficult to determine the win-loss score on Revenue Sharing at the State
level. Where some programs have been reduced or eliminated by the Federal
Government through grants-in-aid, the state Las picked up on some. Also the
federal government has taken away in some areas and added in others. One clear
example is the O.E.O. program. The former Governor backed a Human Resources
Agency Act which the administration felt would enable it to minimize the
effect of loss of OEO funds as much as possible. It was planned that with
sufficient funds in the budget he could retain a "core staff" who would be "in
sympathy with the problems of poverty" and who could advise the governor
in redirecting certain types of funding after C.A.A. funding was over. The
Human Resources Agency would be entirely state funded. However, the neighbor-
hood aides of the C.A.A. program would be without employment, and it was
estimated that 50% of those in the neighborhood aide program would go on
welfare!

At the state level there is a difference in the type of participating in OS
funds decision making than there is at the local level Possibly because of the
lack of restrictions found in regulations of expenditure of state ORB funds, these
funds could be put in the General Fund without earmarking and spent without
debate. This would explain the lack of knowledge on the part of the legislators
regarding the planned uses and actual uses of Revenue Sharing. I feel sure that-
merely conducting the RSM Project interviews served as an impetus to some to
inform themselves better regarding Revenue Sharing. Raising many eyebrows.
Follow-up by active participation I i the overall budget process on the part of
community organizations at the times and In the manner suggested by the par-
ticipants of this study will reveal whether there already exists in fact the oppor-
tunity for citizens to have a part in the decision-making process. Too often, citi-
zens and organizations get involved too late in the proceM, It not after the fact.
This can be for lack of prior information, and to overcome this, the media should
be encouraged to publicize and educate as much as possible concerning the bud-
get process and hearings. For Instance, the state's Actual Use Report (for period
ending June 80, 1973) was officially published In only one metropolitan news.
paper (Knoxville). The expectation of government officials was that the wire
services would pick it up as a news Item. They did not. The reporters who cover
the capitol were remarkably uninformed about revenue sharing, as revealed by
the interviews. Results of the RSM Project certainly need to be shared with the
media.
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Are poverty and minority groups in the state receiving a fair share of revenue
sharing money? I think that they possibly receive more benefits indirectly, than
directly. Upgrading education in many ways that will aid low-income and minor-
ity groups is clear. At the same time there Is no doubt that some people-programs
have been cut or phased out In other areas, to the detriment of those groups.
While his cannot be proved by accounting methods, it would seem that the em-
phasis shifted from "cure" of poverty to prevention, to greatly oversimplify, and
it is apparent that in between the two approaches there are some people suffering
for lack of support who were better served before.

tEsTIMONY or MATon HAny DrHuE o, CLEvELAND, TENNf.

Senator Brock, Ms. Spaight and Judge Beach, I am Mayor Harry Dethero from
Cleveland, Tennessee, and I appear before you today not only as a Mayor of a
city that depends vitally upon revenue sharing, but also as President of the
Tennessee Municipal League. In the latter capacity I speak on behalf of munici-
pal officials from across this great state of Tennessee and say to you with the
deepest conviction that the cities and towns of his state simply cannot survive as
we know them without the continuance of federal general revenue sharing.

I want to say at the very outset that we in municipal government in Tennessee
are very heartened by the fact that Senator Brock has proposed, in Senate Bill
Eleven, that revenue sharing be made a permanent program and that the funding
level be tied to a percentage of the federal adjusted gross Income. We draw addi-
tional encouragement from the fact that his bill would remove program restric-
tions upon local government. I only hope that others in the Congress will join in
supporting this concept.

Ladies and Gentlemen of the panel, I am very much concerned as I come before
you today that there is even the slightest hint that federal general revenue shar-
ing might not be reenacted by the Congress of the United States in 1976. This
program has been the most significant step for local government in the United
States this century. It is important not only In terms of the money flowing to
state. county, and city governments, but also--and perhaps this is even more ln-
portant-because of the principle represented here and embodied in the phrase
"new federalism." This principle, as I see it, says in simple terms that whenever
possible government should be kept as close as possible to the people. It can be
trusted to initiate and administer local programs. This principle says that what
Is good for Rochester, New York, is not always what Is good for Cleveland, Ten-
n',ssee. This principle echoes Lincoln in saying that you cannot, Indeed, fool all of
the people all of the time and if local officials mismanage local projects they will
be turned out of office by their citizens.

Along with thousands and thousands of local government officials across the
face of this nation, I was greatly encouraged several years ago when we finally
managed to dispel most of the fears and saw general revenue sharing pass In
the Congress. Since that time the program has grown and taken shape until now
it means $40 million coming to the state of Tennessee and $80 million coming
to the counties and cities of Tennessee. My own city of Cleveland will receive
$860.311 in general revenue sharing funds this year. This will allow us to meet
critical needs in health, safety and transportation programs. These monies
flow down to us with the fewest possible restrictions and are based simply
npon one reality: that a portion of the money collected through progressive
federal Income taxes should be used to reduce the regressive burden of state
and local taxes. And further, it IF based on the reality that the greatest bene-
fit for the greatest number of citizens can be derived by allowing maximum
local discretion in the spending of these funds.

While the Tennessee Municipal League is alarmed that federal general reve.
nne sharing might not be re-enacted. I do not simply want to confine my remarks
today to a simple reaction to tbat fear. In fact, the truth of the matter is that
revenue sharing needs to be greatly expanded. The current program Increases
at an annual rate of $150 million, or approximately two percent a year. The
administration Is proposing in Its reenactment package to continue the annual
increment at its present rate. But this Is certainly not enough. With inflation
raising municipal budgets by 12 to 15 percent a year, it is evident that the real
dollar value of revenue sharing payments is~being seriously eroded. The $6,050,.
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000.000 in revenue sharing funds allocated for fiscal year 1974, when corrected
by the gross national product price inflater is now worth only $5.5 billion.

Inflation, however, is only one side of the current economic crisis. Recession
is also seriously undermining the ability of local governments to perform their
essential functions. In a recently conducted National League of Cities' survey,
42 of the 67 cities surveyed indicated that they were planning to either increase
taxes or cut services during the coming year.

The reenactment legislation must take into account the eroding real dollar
value of revenue sharing, as Well as the eroding fiscal conditions of local govern.
ments. A two percent annual increase in the program is clearly insufficient.

The Tennessee Municipal League is also concerned that efforts are being made
to place revenue sharing under the jurisdiction of the annual appropriations
process. The present program is now funded on a five-year basis and does not
require annual approval by the Appropriations Committee. Since revenue shar-
ing funds have become an intrical part of the operating budget of local govern-
ments, and since most of these dollars are being used to maintain essential city
services, it is imperative that a long range federal commitment to revenue shar-
ing be continued. This can only be achieved if the program is maintained out-
side of the annual appropriations process.

Ladies and gentlemen of the panel, the municipal officials represented by the
Ternessee Municipal League are well aware of charges now being made that
revenue sharing has been abused at the local level. The truth, however, is that
abuses are so minor and so rare as to make them almost insignificant. In fact,
the truth of the matter is that thousands upon thousands of local officials across
this nation have performed their duties and met their responsibilities in rela-
tionship to revenue sharing funds in a manner that should being praise and not
condemnation from leadership at the federal level.

One frequently made criticism is that not enough citizen participation is
involved in the allocation of revenue sharing funds. To begin with, it seems to
many of us that the democratic election process upon which this nation was
founded is in itself a great adventure in citizen participation. What better way
for a citizen to participate in his local government than to get out and work
for candidates who will represent his wishes in the governmental process. But
we do not suggest that the citizen participation process stop there. In community
after community across this state and across this nation you will find that com-
mittees of state legislatures, county courts, and city councils and commissions
have held exhaustive public hearings where anyone and everyone in the com-
munity is welcomed to come forward and make a case for spending revenue
sharing funds in a given way. But as all of you will know, ultimately the elected
official must make a final decision. And usually, when that decision is finally
made, someone is disappointed. It would be a tragedy if a few disgruntled indi-
viduals who failed to get their way regarding some pet project were to eventually
lead to the downfall of this great program.

Many critics argue that the revenue sharing program must be redesigned
in order to force certain reforms in state and local governments. Among the most
commonly heard complaint is that revenue sharing works as a disincentive
towards local tax reform. My own view is that as bard pressed as local govern-
ments are for new revenues--and their needs far exceed the amount of money
coming in from federal revenue sharing--local officials are not going to be
inclined in future years to leave any stone unturned in increasing the local tax
base. And in the state of Tennessee, particularly, with our restrictive constitu-
tion which places us at least several. years away from meaningful tax reform,
It would be a tragedy Indeed if we were to be penalized for not reforming our
laws when actually we must first go through the slow process of reforming our
Constitution. And, incidentally, the Tennessee Municipal League has an urgent
priority item in its state legislative platform calling for a constitutional conven-
tion to go into these very tax questions.

Other critics have accused the Office of Revenue Sharing of failure to vigorously
enforce the civil rights provisions of the Act. To begin with, we submit to you
that cases of discrimination involving revenue sharing funds are minimal indeed.
But the Tennessee Municipal League and Its member officials are squarely
behind any meaningful actions which can be taken to ensure that these funds
are spent without the slightest bit of regard to race, religion or national origin.
The municipal officials of this great state of ours are struggling to make a
better life for all of their citizens-and I emphasize the word ALL. In this
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regard, I would point out that the Office of Revenue Sharing is dependent upon
the Congress for the appropriation it needs to adequately staff its civil rights
compliance division. Recently Congress refused to grant the Office of Revenue
Sharing the funds sought for compliance activities. It would seem to us that
any attack upon possible discrimination should begin with increased funds for
compliance activities and not with new, massive restrictions that would make the
program inoperative.

I close by saying to you that general revenue sharing is the best federal pro-
gram now in existence. Unlike narrowly defined federal grants, general revenue
sharing funds are minimal allocated wilh a minimum of federal bureaucratic red
tape. Spending decisions are left to local elected officials and are spent according
to local needs and priorities. Local officials, accountable to local voters, make
the decisions, not some nameless bureaucrat in Washington. Since the funds are
allocated through a formula and for a five-year period, we do not have to con-
tend with funding delays and needless federal interference. This makes for
certainty of planning.

On behalf of the Tennessee Municipal League I wish to thank you today for
allowing me to appear before you. And in seeking to convey to you how very
strongly we feel about this matter, I would leave you with a single comment.
It is not said in an attempt to be dramatic. Rather it seeks to portray the reality
of our current situation. The comment is this: the very survival of local self-
government in this country depends in great measure upon the survival of fed-
eral revenue sharing. Thank you.

REVEquE SHARING REMARKS

I am Dorothy Orr, County Judge of Bedford County, Tennessee. I am the only
woman County Judge In the State of Tennessee and for twenty-five years I have
not missed a Quarterly County Court meeting. Therefore, I speak with confi-
dence and experience.

Revenue sharing has been like "manna from heaven" to Bedford County.
Badly needed projects have become a reality because of Revenue Sharing. Some
of these to-wit:

(1) A badly leaking Courthouse now repaired.
(2) A new addition to our jointly owned City-County Library.
(3) A new jointly owned Ambulance Authority Building.
(4) Three large pieces of highway machinery.
(5) A County Fire Truck Building.
(6) Additional oil for Highway Department.
(7) A new sanitation truck and containers.
(8) Badly needed equipment and repairs at the County Hospital.
(9) New voting machines.
(10) Dead Animal Removal Service.
We are now In a Ten and One-Half Million Dollar School Building Program

for the entire County. With a burden such as this on the taxpayers and an unem-
ployment rate of 16% in the County, how can we possibly do other needed proj-
ects with local taxes. We desperately need continuation of the Revenue Sharing
Act. In the 1975-76 County Budget $36,000 for school buses and $42,500 for the
Solid Waste Program is provided by Revenue Sharing.

Badly needed projects facing us are:
(1) New Jail. At present we do not have a padded cell for mental patients

or alcoholics. We do not have a Juvenil6 detention place of any description. If we
could have two or three cells set aside and designated for juveniles in a new
Jail would be sufficient. The old one is well over a hundred years old and has
been condemned.

(2) The burden of needing a new sanitation truck and landfill Is facing us.
(3) We do not have a decent road to an interstate highway. How can we at-

tract industry if we do not improve this situation?
(4) River bridges leading into our town are unsafe.
(5) Social services and child care are sadly lacking because of shortage of

funds.
We are proud of our community and the progress we have made. I have lived In

Bedford County all my life and know the needs of our County. I am delighted
that I am known as a non-political Judge. It is frustrating to local officials like
myself with only one secretary trying to wade through red tape, rules, paper
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work and, especially, the never euding stream of forms from the Bureau of the
Census.

Therefore, I must humbly. request and plead, continue Revenue Sharing but
give local officials more input and control. I can never get our needs and grants
coordinated. Someway, somehow, get our needs and grants together.

Hear the rural voice as we "cry In the wilderness" continue the revenue
sharing act.

Thank you for this opportunity to be heard land to be able to express an
.opinion.

Respectfully submitted, DoROTrHY Ozm, (ounty Judge.

RzvENuz SHARINO HEARING -

PANEL

U.S. Senator Bill Brock; Judge William Beach, Montgomery County Judge,
-2d vice president, National Association of Counties; Karen Spaight; Office of
Revenue Sharing, Washington, D.C.

WITNESSES

Congressman James Quillen; Mayor Kyle Testerman, Knoxville; Mayor Tom
Love, Greenville; Raymond Schweitzer, City Administrator, Morristown; Judge
J. B. Howe, Hawkins County; Kathryn C. Bryant, League of Women Voters; and
.Mayor Richard Bevington, Kingsport.

STATEMENT or CONGRESSMAN JAMES H. QUILLEN

REVENUE SHARING AND TENNESSEE'S FIRST DISTRICT

I want to extend a hearty welcome on behalf of the people of my hometown
-of Kingsport to the three panel members with us today. Karen Spaight, the
'Tennessee coordinator of the Office of Revenue Sharing, and Judge Bill Beach,
the National Coordinator for Revenue Sharing for the National Association of
Counties have both contributed to the success of the Federal Revenue Sharing
program.

And an especially warm and openhearted welcome to one of the ablest and
hardest-working United States Senators, my good friend, Bill Brock. Bill, I would
also like to commend you at this time for your initiative in independently holding
the hearings yesterday in Nashville and here today. You and I have worked
hard for the success and improvement of this praise-worthy experiment in crea-
tive federalism, and I am confident that today's hearings will contribute to these
-efforts. We're all proud of the great work you are doing for Tennessee, Bill.

Today's hearing is timely because the current Revenue Sharing program expires
in December of next year, and Senator Brock is hopeful that his Subcommittee

-on Revenue Sharing of the feqte Flonue Comqittee will schedule hearings
before Christmas aimed at enhancing and extending the current program. Senator
Brock and I have sponsored identical bills In Congress to revise and extend
Revenue Sharing beyond next year, and in addition, he has authored a bill which
contains several provisions designed to improve the program which I believe
merits serious conaieration, . . , . . 1 .

Revenue Sharing, unlka almost ikU otioexederal program, provides for local
control 'of the funds, and has already proved a great success in Tennessee's
first district, and throughout the state and nation. The return of monies to the
state and local levels of government has been impressive in its amount and in the
number of worthwhile projects it has funded. Let me cite just a few figures to
illustrate this point. Since the first funds were allocated in December of 1972
through July 7th of this year, the following local governmental units have re-
ceived these amounts:

All Sullivan County governments-$3,903,720; city of Klngsport-42,15,889;
city of Johnson City-$1,865,103; city of Bristol-$1,243,627; city of Elizabeth-
ton-41,165,706; city of, Greenville-41,303,757; and city of Morristown-
$1,868,644.

The projected payments through July of 1976 for selected first district govern-
mental units are:

City of Kingsport-$635,198; city of Johnson City-$499,181; city of Bristol-
$321,875; city of llzabethton-4528,946; city of Greeneville-$572565; and
city of Morristown-$910,649.
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AdditionO rev n sharing fues'from Departmes of the TrePaur

From beginning of program in December 1972 to July 7,1975: •Meot
Carter - 88, 874
Cocke ---- 1, 0897
GOeene -- 1,501.468
Hamblen ---- ------------------------------- 624, 908
Hancock - 597
Hawkins .............. 1,221,045
Grainger ------------------------------- 412,646
Jefferson - ----------------------------------- 607,420
Johnson ----------------------------------------- 422, 788
UnIcol ------------------------------------------ 475, 779
Sevier ------------------------------------------ 696, 679
Washington ---------------- ----------------- 1,258,428
Sullivan --------------------------------------- , 90, 720

Additional projected funding through fiscal year 19T:
Carter ------------------------------------------ 407, 724
Cocke ------------------------------------------- 408,145
Greene ------------------------------------------ 402,892
Hamblen ----------------------------------------- 275, 841
Hancock ----------------------------------------- 214,210
Hawkins ----------------------------------------- 615,186
Granger ----------------------------------------- 99,108
Jefferson ----------------------------------------- 228,121
Johnson ----------------------------------------- 850,65
Unicol ------------------------------------------ 297,118
Sevier ------------------------------------------ 509,258
Washington ---------------- ----------------- 491,847
Sullivan ---------------------------------------- , 04,127

The First Congressional District has received $26,042,379 since the beginning
of the program, and projected payments through next year will increase the
total to $37,175,613.

That is quite a large amount coming back to us froai Washington, and these
funds are vitally needed, especially when one considers that local governments
have had to tax to the limit. I know the local officials with us here today will
testify to the necessity that Revenue Sharing be continued and expanded In
every possible way, and I fully support that position.

We must continue and enhance the Federal Revenue Sharing program, and I
pledge my whole-hearted support in achieving this goal. The peoples' tax dollars
are better spent at the local levels of government than they are by the agencies
and departments In Washington. The Revenue Sharing program is American
federalism at its best. Let's make It work even better.

STATEMENT O1 MAYO3 KYLE C. T MmAN

Mr. Chairman and distinguished members of this committee: I am Kyle C.
Testerman, Mayor of Knoxville, Tennessee-a neighbor of the City of Kingsport
with a Greater Metropolitan base of approximately 400,000 people. With pride,
I add, that our City is located at the foothills of the Great Smoky Mountains-
the most visited national park In the U.S.--with 8,000,000 tourists annually.

I appear before you today at the request of our our highly respected Senator
and my good friend, Senator Bill Brock.

After a few brief introductory thoughts and comments, I would like to explore
with members of this Committee the positive impact which the 1972 State and
Local Fiscal Assistance Act (Revenue Sharing) has had on the fiscal manage-
ment of our City and the improved delivery of governmental services which this
program has provided to those whom I represent

The limited pages of my written testimony will be dedicated to sharing some
observations which have made me a firm believer in both the philosophical and
practical applications of the General Revenue Sharing Law.

At the outset, Revenue Sharing embodies those constitutional principles of
government by the people which we will soon celebrate during the Bicentennial

76-811.--76-----13



,10

of our nation's birth. The fundamental premise underlying the American federal
system Is a concept that government must remain close to the people It serves.
Within this system, it Is the ctiies which are most directly in contact with the
people and should, therefore, be the units of government most responsive to
their needs. Paradoxically, this crucial role implies that the cities have the
resources--and the capabilities-for meeting these needs. Yet, as a participant
in the President's Conference on Inflation approximately seven months ago, we
heard time and time again that America's cities are being squeezed in a
financial vice as never before since the great depression; one jaw of the vice is
the rapidly increasing need to deliver services; the other jaw is the inability of
many cities to raise the revenues required to maintain even their present degree
of health. Please be assured that when New York City defaults on a bond issue
as in recent months-the shock waves of increasing interest rates and the
resulting higher cost of governmental services are felt in all of the 39,000 local
governments throughout the nation.* f

With this ominous cloud of inflation hanging over the heads of local govern-
mental officials, it. becomes abundantly clear that revenue sharing must be
extended during 1975 for practical as well as philosophical reasons. Since October,
1972, the date of Revenue Sharing's birth, inflation has cut deeply into the
"windfall" which many labeled the dollars designated to flow from this program.
For example, the $6 billion in revenue sharing funds set aside by Congress in
1972 for use in 1974 were, in reality, only worth approximately $5 billion when
adjusted for inflation. In Tennessee, the gap between those revenues necessary
for the operation of local government and those revenues actually available Is
just as staggering. A conservative estimate finds a revenue gap of $425,000,000
existed within Tennessee's 300 municipalities during the first half of this decade.
I might add that this figure is not for Tennessee's four metropolitan areas alone,
but is felt in less populated units of local government such as those with a popu-
lation base between 3,000 to 10,000 residents where an $18,000,000 revenue gap
exists.

This is not a pleasant tale to tell but the fact remains that Revenue Sharing
is not a luxury, but, in fact, a necessity If local governments In Tennessee and
elsewhere are to serve the local taxpayer, who, after all, is a federal taxpayer
as well.

No longer can the local taxpayer be fooled into believing that somehow his
federal tax dollar is raised from sources other than out of his own pocket. The
local and the federal taxpayer is one in the same. As a result, Revenue Sharing
must be re-enacted in order to insure a fair return in local services for local tax
dollars invested with the Federal Government. The citizens of Knoxville and
other communities throughout the nation will no longer tolerate situations as
existed In 1970 when the Federal Government expended $23.0 billion In aid to
states and local governments, while the citizens of cities and states throughout
the nation contributed $90.4 billion in income tax receipts to the Federal Govern-
ment. The inequity of this situation becomes manifest when one computes that
only an amount equal to 264% of Income tax receipts was spent for aid to
cities and states In 1970. This percentage shrinks much further when total federal
receipts, including corporate Income taxes, excise taxes and other components
of federal fund resources are added. This situation is no longer tolerable.

Further, a look at the track record of how the federal government has misspent
the nation's tax dollar reinforces the revenue sharing concept of returning federal
tax dollars to those who are closest to the needs facing our communities. "

While federal officials point their fingers at local governments' fiscal irrespon-
sibility, let's take a look at what the federal government has done with millions
and millions of our federal tax dollars.

For example, the federal government has spnt:
1. $23,000 on a study to find out why children fall off tricycles.
2. $117,250 annually to support the federal board of tea tasters.
8. $375,000 was spent to study the military application of the frisbee.
4. $203,979 was spent on travellers aid for migrants who get lost on the

freeways.
5. $72,000 has been allocated to a university in Yugoslavia to determine why

white wine turns brown.
6. $47,862 has been spent on taxi fares to transport welfare recipients to and

from agencies which provide welfare checks.
In addition to the figures cited herein, the federal government has allocated to

itself approximately $860 billion during the last eleven years for domestic pro-
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grams. But while the federal bureaucracy has expended billions of dollars on
the cities' ghettos, It has only resulted in creating billion dollar ghettos. The
time has come to reverse the decision making from Washington to City Hall
where we take the problems of the people seriously and expend the tax dollar
on meaningful programs.

Without question, the time has come to extend the General Revenue Sharing
Law as a method to reinforce those governmental institutions which are closest
to the people. Gentlemen, the answer to this fiscal crisis is not more federal
categorical grants. The day-to-day demands being placed on Mayors by their
constituents can no longer be answered by sending city officials to Washington
to roam the halls of HEW, HUD, and DOT and other departments in an effort
to coax aid out of these agencies laden with red tape. We no longer have the
time to prepare reams and reams of paper to qualify, justify and document
receipt of over 500 possible grant-in-aid programs, and, in particular, the citizens
of Knoxville no longer need a far removed Washington bureaucrat to decide
what are the priorities in their community, especially when the decisions of
that official are not subject to evaluation at the ballot box, nor do we appreciate
the insensitivity of a Washington bureaucrat who queries in what section of
Southern California is Knoxville.

As appreciative as we may be of these federal grant-in-aid dollars, when finally
received we need money today-to hire policemen, firemen and sanitation work-
ers and money to operate our various departments of city government as well as
meeting new and costly federal guidelines such as those placed upon local gov-
ernments by the EPA.

Finally, the Senate Foreign Relations Committee on October 1, 1975 reported
legislation authorizing $2.8 Mtllion for foreign economic development and assist-
ance during FY '76 and '77. Yet, the Senate Finance Committee has yet to take
the necessary action to permit Senakl3 passage of the Revenue Sharing Law during
this calendar year. While the Senate has come up with zero Revenue Sharing
dollars for the nation's cities during the next fiscal year, it has provided foreign
governments with $603 million for agricultural and rural development, $243 mil.
lion for population planning and health, $89 million for education, $25 million for
hospitals, and $96 million for various technical assistance programs.

Hopefully, through the work of this special committee, the Senate will hear
the voice of the people who are fed up with unbridled federal spending and thank-
less foreign aid programs and begin to place items on its agenda such as Rev-
enue Sharing which represents a solid investment In America's greatest resource-
its people and its cities. - I

I would like to express the appreciation of all Knoxvillians to Senator Brock
for his leadership in reversing the flow of decision-making power and financial
resources from Washington to city governments. We applaud Senator Brock for
his role in the development of the 1974 Housing and Community Development Act
which allows local government officials greater flexibility in revitalizing our
citlea His leadership in guiding Congress toward greater control over the fed-

*eral budgetary process and, finally, hs dedication to the extension and revision
of the General Revenue Sharing Law are all worthy of the highest commendation.

I now welcome any questions which you might have concerning the impact
which Revenue Sharing has had on the City which I am proud to represent,
Knoxville, Tennessee.

INTRODUCTORY STATEMENT

Honorable Bill Brock, Honorable William Beach, Ms. Spalght, it is an honor
to appear before this panel to share my views on general revenue sharing. I ap-
preciate your interest in finding out what revenue sharing has meant to Greene-
ville and what the effect would be if it were withdrawn.

As Congress faces the responsibility of renewing or terminating General Rev-
enue Sharing, I am most grateful for the opportunity to express my views on this
program so vital to local government. I am for General Revenue Sharing. As the
mayor of a town of around 14,000 people, I have seen firsthand that it works.

The Federal dollars are a must-local governments must have them. But, the
way these dollars are handed down can make the critical difference.

"Urban Renewal", "Matching Money", "Categorical Grants"' are terms we
learned to live with; but, they cramped our style. After so much red tape, we got.
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the dollars--maybe. We got to spend the dollars But, we did not get to decide on
the priorities. We did not always do the most important things first The dollars
were to be spent on projects in certain categories that may or may not have been
the ones in which we were experiencing the greatest need at that time. Maybe the
community building we were able to get a grant for was nice, but what the people
may have really needed was more outdoor plarowd $Pam etc.

Still, we as local elected officials were the ones accountable to the people
In our town. We see our constituents on the street dally. We hear their re-
quests. And, we had better respond to them.

This is what general revenue sharing allows us to do. This program places
the responsibility in the lap of local elected officials. We realize this, and we
welcome it At least this way we answer for decisions we have some direc
input into. This is as it should be.

I agree with the basic concept of general revenue sharing--funds for local
governments with few strings attached. Since it does work, I would like to see
the program not only renewed but made permanent with few, if any, changes.

Although there are probably some inequities in the way the money is handed
out, there will never be a perfect system. It seems to me that population, tax
effort and need are logical criteria for determining who gets how much.

Although there are still certain categories within which we say we plan to
spend or actually did spend our revenue sharing dollars, they are broad enough,
generally, to include expenditures connected with regular government functions.

I realize that big cities are having big problems, and Congress will be under
great pressure to channel more money to them. However, I hope our Congress
will not consider draining funds from revenue sharing.

Small towns are having problems too. But, we are trying to cope with them.
Renewing general revenue sharing is one way Congress can help us get the
Job done.

Over the last four years general revenue sharing funds have enabled the
town of Greeneville to make capital expenditures for projects we could not
possibly have done otherwise, without unacceptable property tax increases. We
have been able to plan our priorities, then use Federal dollars for one-time
expenditures, leaving our local income for general operation. We have pro-
gressed with the overall plan for impoving our town without putting an unbear-
able tax burden on people with fixed incomes--on all taxpayers, at a time when
the inflation-recession combination was taking its tolL

Towns and counties are growing and will continue to grow. This means we
must not only plan to maintain services but we must continually provide more
and better services. At the same time more and more of our people are retiring
on fixed income. These people are my real concern.

It is a compliment to our part of the country that many people choose to
make their retirement homes here. These people have worked hard all their
lives and now that they have retired and continue to live here or have moved
here upon retirement, it is not right that they should have to wonder whether
they will be able to afford the necessities of life. We must consider these
people.

General population growth and annexations that naturally come about as
frange areas around a city develop and the resulting increase in demand for
government services bring on increases in State and local spending that our
revenues cannot keep up with. Our incomes from sales and property taxes just
cannot get the Job done. Everything we buy costs more, and it costs us more
to deliver the services demanded of us.

This rather complicated situation of income simply not keeping up with
expenditures is the reason I feel Congress mtmt extend general revenue sharing,
if communities, towns and cities are to escape financial disaster.

I would like to share with you some information about how Greeneville has
used or obligated revenue sharing dollars to carry out a plan for coping with
the demands made by a growing town.

The $ 8,000 the town !!as obligated in the form of a building site and contri-
bution toward the construction of a new library is helping make possible a
much needed facility that Greeneville and Green County can be proud of. And,
this is truly a community project in that It is being paid for entirely by funds
contributed through the town and county governments and by local businesses,
industries, groups and individuals.
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The $80,000 used to remodel an old school building for use as the Roby Fitz-
gerald Adult Center made it possible for our senior citizens to have a place of
their own. It is especially meaningful to them because many of them were at
the school either as students or teachers and are back in familiar surroundings
to spend their leisure hours.

This project Is an example of how a local government made constructive use
of a sound old building it had to either tear down or maintain. We could not
have built such a building at any price, nor could we have bought the atmosphere
that is part of this fine structure dating back to the 1800's.

Some $518,000 was used for an addition to our high school. Faced with the
need for space for the kindergarten program, our school board felt it would be
wiser to add to one school than to frie. This was done in connection with the
conversion from a junior high school to a middle school setup whereby sixth,
seventh and eighth year students go to middle school and ninth, tenth, eleventh
and twelfth year students go to high school Relieving each of the five elemen-
tary schools of the sixth year students made space available for kindergarten
classes. The addition at the high school was necessary to absorb the increased
number of pupils and maintain the quality of programs offered.

The addition includes downstairs space that is, used for student activities
and can be finished for classroom space when needed, -

Another important area revenue sharing has enabled us to move forward in
is the fire department. We used $100,000 to buy land for a new central fire hall,
a new fire engine, etc.

Previously, no Federal monies were available for the fire departments. This
sometimes created misunderstandings within towns because Federal grants and
loans might be available for expanded services In other departments--the police
department, for example-but there was nothing to apply for for the fire
departments.

Greeneville has also obligated $75,000 for a new public works building being
built near the new fire hall site. The revenue sharing money is enabling us to
move our streets and garbage department headquarters away from a down-
town corner, were large vehicles have to get on and off the street. We are
using manpower programs to provide labor for this project.

These items along with $75,000 spent in the recreation department for prop-
erty and expansion of our programs, $250,000 for streets and $50,000 In the
environmental protection category, were all capital. improvements we would
not have been able to carry out, had it not been for general revenue sharing.

Due to the unusual economic conditions we had to face and atticipate as we
drew up the 1975-76 budget and because we had been able to catch up on our
capital improvements, our town officials felt it would be better to budget $260,000
toward operation of our department of public safety than to raise property
taxes.

his Is the first year we have used revenue sharing for the operating budget
but we felt that to do otherwise would add troubles to an already troubled
economy. I believe we made the right decision.

In summary I would say simply that I sincerely hope Congress will not allow
revenue sharing to expire In December, 1976, but will make this program perma-
nent so that local governments will continue to run and local officials will run
them.

Thank you.
MoasTowN, ThIN., October 15, 1975.

Re Federal revenue sharing hearing, October 17, 1975, 10 a.m., Kingsport, Tenn.
Hon. WimLum H. BRooK III,
Old Senate Ofic Building,
Washington, D.O.

Dran SicNAToa BRocx: The below comments are set out to give you my impres-
sions of the categorical grant system, and General Revenue Sharing as it com-
pares with the categorical grant programs. I have then given you a brief descrip-
tion of how the City of Morristown spent Its first three years funds. Next I have
a few choice comments on citizen participation In general, local budget revenues
and reasoning why the Federal Revenue Sharing should be made permanent,
inflation proof and finally a list of desirable priority requirements If congress
Insists on keeping the program essentially the same.
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The categorical grant system from its Inception was always slowly dying of
starvation since it was never properly funded. We have found typically that a
grant program was available yesterday, maybe again today, not available tomor-
.row, sometimes to return next week in another form. Heretofore, cities had to get."geared up" and keep a substantial "unappropriated surplus" on hand to deter-
,mine what program was going to be funded. (Surpluses are unpopular with
,local taxpayers.)

You might enjoy what I term as grantsmanshipp."
1. The City sets its goals! (Find goal definition in the federal categorical grant

catalogue).
2. Justify your goals with the priority category being funded by congress that

year! It should be funded provided:
(a) You have a staff member write an acceptable application in the correct

Jargon that gives the City the maximum allowable points-thus getting a high
priority on your preliminary application.

(b) Have a good bureaucratic friend at the area or regional federal office.
(o) I-ave a working knowledge of how a particular federal office works.
(d) Conduct a good follow-Ehrough about once per week to determine your

application's status.
(e) You have a working member of congress who will "kick your application

loose" at critical times during the "x.yview stage" to make sure.tha[ you are
finally approved.

In the above manner cities were able to manage from project to project, and
program to program. Our experience so far with Federal Revenue Sharing has
been that we were a litle freer to provide planning for a total coordination of
our community's development rather than oii what is in the "vogue" with
congress for funding for that particular year. It has enabled more critical needs
to be met on a higher priority basis.

Revenue Sharing stilA forces us to choose projects and prograqps on a "forced
priority" basis-use the Davis Bacon Act-Priority categories I through 14-
etc. . . We have overcome these categories somewhat by spending Revenue
Sharing in P91qe and Fire operational budgets (category 1) to free General
Operations Funds in order to avoid the 20-25% artificially inflated contracts
bid under the Davis/Bacon Act and spending Revenue Sharing in unauthorizede"
categories.

Those fourteen categories have required the City, under Federal Revenue
Sharing, to spend money for financial adminstration-but not City Halls; for
land acquisition-but not for certain construction upon that land; for equip-
ment-but not for staffing the equipment; for some Capital Improvements-but
not for maintenance of them; and for hardware-but not for personnel training
and job development to utilize it.

Revenue Sharing should be lenient enough for municipalities to set up a
management system amply supplied with finances to deal with this lack of uni-
formity that was characteristic of categorical grants.

Local government is much more efficient in spending tax money than the State
or even the Federal government. It is close to the people and has to provide most
of the direct services tS-them. If the citizen'ss will" is not accomplished the
legislative body is simply not reelected. (In Morristown, the Mayor and four
Councilmen are elected each two (2) years. This means there are three (3)
elections during one term of a -U.S. Senator).

In Morristown, $1,681,950 of General Revenue Sharing funds have been spent
through June 30, 1975, in ten (10) of the fourteen (14) categories (see exhibit I).
You will note that the City spent 34.2% q Public Safety (28.8% in operations/
5.4% Capital). The operation funds freed 'federal funds for the following proj-
ects: a.) bought 40 acres of Industrial land ; b.) developed 120 acres of Industrial
land with ARC; and c.) repaved taxiway at municipal airport with TBA.

You will further note in Exhibit I that the City spent 25.7% in Public Trans-
portation (priority 3). This was used mainly to repave over 90 city streets affect-
ing all citizens of tie city. In priority two, 19.1% was spent locally on Environ-
mental Protection. The City cleaned a digester at the sewage treatment plant
and bought a dozer at the sanitary landfill.

Because the program has not been considered permanent, Revenue Sharing
fund in Morristown have been considered as a "one shot revenue source."
Seventy-nine percent of the funds were spent in the top three (3) priority cate-
gories. In no way could the City build these funds into the operations budget
of the City!

There are some cities, however, that have used these funds in operations.
If for some reason the congress does not reinstate the revenue sharing program
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smoothly, ample time-even through present level funding being extended-
should be given to all recipients in order to keep from having local budget crisis.
Because if the program is not funded or if funding is delayed through congres-
sional dilly-dally, local property taxes would have to be raised in time during
the budget cycle to continue any programs established. (In Morristown, Revenue
Sharing funds received amounts to approximately $25 per year on a $10,000
home).

We have identified priorities, determined their inner relationships through a
long range Capital Improvement program and have the capability for possibly
packaging them, by dividing each priority into component elements. These ele-
ments could then be eligible for separate state or federal categorical funding
if only Federal Revenue Sharing could be utilized as "matching funds."

* Our City like most cities, is a conglomerate of individuals who serve individual
purposes. High priority is usually given to projects and programs with outside
financial aid. This plays havoc with short range priorities. Again, because the
Revenue Sharing program was considered temporary, the staff's normal Capital
Improvement Program was interrupted by "elections promises," "unplanned
projects" and projects by citizen petitions.

As I stated before, smaller cities are managed by crisis and are overly con-
cerned with daily operations and putting out "brush fires." Each interest group
in the community is preoccupied with their own unique achievements. Citizen
participation as required and necessitated by the current federal bureaucracy
simply means "the involvement of low-income minority group members in plan-
ning programs." This type of involvement is only one of the segments of citizen
participation. However, it generally receives all the attention of federal legisla-
tive leaders over how much involvement Is enough.

But low-income minorities are not the only citizen interest groups in a commu-
nity nor are they the only group that has a stake in the decision being made
by the community. There are industrial groups, religious groups, parental groups,
business groups, civic groups all of who should all have an input into the deci-
sions affecting the total community. All these interest groups are, I feel, embodied
in the local elected representatives."

Nowadays. most citizens are not content with merely voting for their leaders
and letting them make the decisions. People feel they are fulfilling their citizen-
ship privileges when they force policy directly through letters to the editor,
petitions, committees, "coalitions for causes," crowds and mobs. There will be
citizen participation whether local government wants it or not! You can assure
congress of this. The Revenue Sharing program so far has placed a heavy reli-
ance on Morristown to define Community problems, to plan and program activi-
ties and to evaluate the results. Our City is attempting to build a management
system with capabilities of studying these problems and relating them to finan-
cial resources.

We have a local saying that "we don't have any problems that money won't
solve !" There will be citizen participation in meeting tLe problems without con-
gressional guidance and additional expenses Involved with public hearings above
those already required locally on capital projects.

Now, whtt about local revenues needed to meet budgetary needs? Annual op-
erations revenues should be adequate to meet daily needs. The main sources
should not be unduly sensitive to major economic fluctuations and/or unstable.
Locally we cannot deficit finance. We must present a balanced budget. Our local
revenues cannot be harmful to the local economic growth or discriminatory in
their nature. Local taxes are applicable only to very limited geographical areas
with the result that differentials in the kinds and types of taxes used and dmin-
istered and the rates at which they are imposed can have significant influence
upon the locational decisions of people and industries.

The federal government on the other hand has greater access to more lucrative
taxes (including the income tax) than cities, and it can more effectively admin-
ister taxes. The penalties for federal tax evasion are greater and are more re-
spected. Federal taxes are more stable than local sources. The operation of the
federal tax system is uniform throughout the nation and therefore, has a neutral
effect upon the location of industry, businesses and individuals.

The federal government with income taxes, possesses more an effective means
for redistribution of wealth. By necessity, local governments spend more money
than they collect from local taxpayers due to more direct services being provided.

Federal Revenue Sharing could give poor cities a disproportionate share of
revenues to increase their capabilities for providing needed services. Municipal
problems should be shared by the state and federal government. However, if
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Revenue Sharing Is made permanent the criterion of not allowing the local tax
effort and/or the property taxes to be lowered should remain in force.

The temptation by City Councils is to review budgets line item by line item and
when the balance is critically close, cut capital improvements and equipment.
There is a temptation for dropping taxes at the expense of capital improvements.
In Morristown the Capital Improvement program was close to $1,000,000 per
year in the late 60's, but, in the early 70's it dwindled by absorbing the Capital
budget in operations to keep from raising taxes. In late 1973, after Revenue
Sharing, the program was reinstated and is operating once again.

Through our experiences it is felt that Federal Revenue Sharing should be
made permanent. The program should be inflation proof and the priority cate-
gories deleted. The program should allow the funds to be utilized as "matching
funds."

If, however, congress insists upon having priority categories, Recreation should
be lowered and no operational expenses allowed, Economic Development should
be moved higher and funding should be allowed for general government staffs to
do community planning and industrial recruitment. Health, Social Development,
and Social Services should really be funded by a higher level of government or
through the new Community Development program by HUD. Funds should never
be allowed for Education, because eventually all funds would be spent locally in
this category. (In Morristown the Education budget is 60% of a ten million dol-
lar budget-Education is also 55% of property tax which i 25% of total budget.)

By way of these remarks, it is my high hopes that you receive them as repre-
sentative of not only my City and my profession, but for most small cities in the
United States. The ideas are not necessarily my own, but those derived through
twelve years of municipal relationships.

Very respectfully, RATMONSD D. Scxwurrzu

Ctty Adminstrator
EXHIBIT I
(In percent

Priority and category Capital Operations

1 P ............ sa.ety--------- .......... .54 25S2.E romentl proeton-...----------------::::::::::.......:: 1$.3 3.8
3. Publk transportion- - - -................................ ................... 25.7 0
4. Helth-.....-................................ .2 1.0
5. Recreation-------------------------------------------- ---------------------- .5 0
6. ULbrarde --------------------------------------------------------------- 0 2.7
7. Social services (aee or poor) ................................................. 1.1 1.0
. Financial admlnid-ration ........ ..--------------------------------------- 1.7 .02

9. General government -------------------------------------------------------- 0 ..............
10. Education ---------------------------------------------...................... 8.28 ..............
11. Social development ---.... --------------------------- 0 ..............
12. Housing and community development ----------------------------------------- 0 ..............
I& Economic development ------------------------------------------------------- 0 ..............14. Other (equipment) ------------------------------------------------------------ 4.5 --------------

Total ................................................................. 62. 68 37.32

Priority

City Federal Category Percent spent

1 I Public safety -------------------------------------------------------------- 34.2
2 If Public transportation ....................................................... 25.7
3 III Environmental protection --------------------------------------------------- 19.1

Subtotal ------------------------------------------------------------ 79.0

4 X Education ------------------------------------------------------------------ 8 28
5 XIV Other (equipment replacement) .............................................. 4.5
6 VI Libraries ------------------------------------------------------------------ 2.7
7 VII Social services (aged or poor) ................................................. 2.7
8 VIII financial admlnsradon .................................................... 1.72
9 IV Health .................................................................... 1.2
10 V Recreation ---------------------------------------------------------------- .5

- Subtotal ------------------------------------------------ 21.0

9
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Federal category and fal year Capital Operations

Federal category 1:1975 .......................... 9...... .............................. 13 63 $29.667.4
1974 ................................................................ 69966.44 240,419.491973 ....................................................................... 6,613.54 4,403.4

Total .................................................................... 90,540.61 484,490.37
Percent ............................................................. 5.4 2.8

Federal category 2:
1975------------------------------............--- ---------- 134,494.76 28,000.00
1974 ... ...... ... .. ... ... .. ... ... .. ...... .. ... ... .. ... ..... 55,64& 001973 ......-............................................................... 67,275.46

Total ............................................. 257,403. 22 63,734.54
Percent ........................................ ............... 15.3 3. 8

Federal category 3:
1975 ................................................................. 431,794.82 .........
1974 ................................................................. 829.50 .........
1973 ...................................................................................................

Total .................................................... ........... 432, 624.32 ..............
Percent ....... ...................................................... 25.7 ..........

Federal category 4:1975 ..................................................................................... 10, 293. 70
1974 ....................................................................... 3,293.00 6, 096. 81
1973 ......................................................................................... .

Total ...............................................................--- 3,293.00 16390.51
Percent ............................................. 2 1.0

Federal category 5:
1975 ............................................... 8,0000 ..............
1974 ..................................................................................... 1-----------
1973 .... ........ ........... .......... ............... ....... ............................................

Total -------------------------------------------------------------------- 8,000.00 0
Percent ............................................................... ..............

Federal category 6:
1975 ....... .. .. .. .. .. ...------------------------------------------. 21,500.00
1974 ....................................................---------------------------------- 25,000. 00
1973 ..........................................................-............................

Total ............................. 0....................0.................. 0 46,500.
Percent ............................................................................ 2.8

Federal category 7:
1975 ................................................................ 17,956.91 4,676.14
1974 ------------------------------------------------------------------ 88987 13,200.001973 ...................................................................................................

Total ............................................................... 18,846.78 17,876.14
Percent ......................................................... 1. 1 1.1

Federal category 8:
1975 ....................................................................... 4,298.50 101.60
1974 ....................................................................... 23,533.51 263.12
1973 ...................................................................................................

Total ................................................................. 27,832.01 364.72
Percent ........................................................... 1.7 .02

Federal category 10:
1975 ----------------------------------------------------------- 42.214.28 ..............
1974----------------------------.. ----------------- 42,214.28.........
1973------------------------------------------------51,625.56 ..............

Total ............................ :....................................................................

Federal category 14:
1975.
197 ....................................... .5,000.00Tota .................................................... 75,000.00::::::::::::::::::::::::::0::

Percent .............................................................. 5 O ..............Total--------------------- -75,000.0O0 0

Total ........................................................ 1, 052, 594 06 692,356. 28
Percent total ..................................................... 63.0 37.0

Grand total ............................................... 1,681,950.34
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STATEMENT OF JUDGE J. B. HOWE, COUNTY JUDGE, IAWKINS COUNTY, TENN.

First, if I may, I would like to Introduce myself, I am J. B. Howe, County
Judge and Fiscal Agent for Hawkins County, Tennessee. I am now serving in
my tenth year in this capacity.

Hawkins County, Tennessee is located In the northeastern section of Ten-
nessee and has a land area of 480 square miles with a population estimated in
1974 at 30,500. Within the boundaries of Hawkins County are five incorporated
cities, namely, Rogersville, the County Seat, Bulls Gap, Surgoinsville, Church
11111 and Mt. Carmel. I might add for the record, that Kingsport annexed in 1965,
a portion of Hawkins County and as a result, Kingsport Is the sixth incorporated
city of Hawkins County.

Hawkins County, Tennessee is considered by many Regional Planners as being
60% rural and 40% urban and I also want to point out that industry thrives in
Hawkins County, this industry being well diversified with several national and
international corporations employing some 5,000 persons in industrial positions.

TIE IMPACT ON LOCAL GOVERNMENT OF FEDERAL REVENUE SHARING FVNDS

Probably without a doubt the Federal Revenue Sharing. Act of 1972 is in my
opinion, the best assistance program ever enacted by the Congress of the United
States. The enactment of this legislation has served a most worthwhile purpose,
in that it has allowed local governments to ease the burdens imposed upon them
by the many and complex problems facing local governments today. It is my belief
and I feel that I speak for the citizens of Hawkins County, that Federal Revenue
Sharing Funds are much more effective than many of the Categorical Grants
simply because Federal Revenue Sharing Funds are available on a quarterly
basis and can be budgeted annually and perhaps more importantly. Federal Rev-
enue Sharing Funds are obtained without the hustle and bustle of Federal Gov-
ermnent Red Tape-this is to say that it is not necessary to complete several ap-
plications, wait for their approval months later and in many instances, the fli-ig
of these applications requires technical and in-house staff assistance which is not
readily available to ninny small local governments.

Perhaps to local government the most favorable aspect to Federal Revenue
Sharing Funds is the fact that these funds are expended wisely contrary to the
thinking of some members of Congress and as an example, I would like to point
out that in Hawkins County the entire community has input into how our Federal
Revenue Sharing Funds are expended.

In Hawkins County the Budget and Finance Committee has open and public
hearings and these hearings are well attended by the general public. Areas of
concern are discussed and input Into our programs is made by citizens as well
as public officials.

The Budget and Finance Committee having made its recommendations to the
County Quarterly Court meets once again giving the citizens and public of-
ficials a second chance to voice their opinion in the ex-penditures of these funds.
The citizens of Hawkins County have an input through their elected officials
as to the budgeting of these funds and I might add that you can be assured that
these funds will be budgeted in priority areas as designated by law and will be
expended accordingly.

Categorical Grants are good and I have\no fight with Categorical Grants,
however it is my belief that Federal Revenue Sharing gives local government
and its citizens direct input Into the program areas while this is not always
true of Categorical Grants.

The expenditures DIFederal Revenue Sharing Funds in Hawkins County has
in every instance been in the priority areas and have funded programs and
provided service in;
Bducoation

Construction of classroom, cafeteria equipment, classroom equipment and buses.
Law enforcement

Limited salaries, Jail equipment and office equipment.
Trangportation-Highwaya

Resurfacing of existing roads, construction of concrete bridges, rock, asphalt
and construction of new roads.
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Administration
Federal Revenue Sharing Funds expended for administration are less than

3% of the total budget while the nationwide average is 9%.
Library:

Appropriations have been made for the acquisition of land and the construction
of a public library, this being a joint effort, city-county.
Health services

Federal Revenue Sharing Funds expended for sanitary landfill operations and
purchase of heavy equipment.
Welfare

Federal Revenue Sharing Funds for a Homemakers position.
Aged program

Expenditures of funds for a Senior Citizens-Nutrition Program.
Capital expenditures

Construction of new county jail, construction of city-county governmental
building, heavy equipment and vehicles.

There have been many allegations that local governments have used Federal
Revenue Sharing Funds to lower property tax rates, we do not believe that this
was the intent of the Federal Revenue Sharing Act, in fact, to meet the i creased
demands on local government, we in-Hawkins County have had property tax
increases in excess of 50% over the past four years-that is not to say that
Federal Revenue Sharing Funds have not helped to keep our bond indebtedness
at a more equitable level.

I want to reiterate that Federal Revenue Sharing Funds have been a useful
tool in providing local government the opportunity to meet our critical problems
and demands for extended services and in some cases new programs which would
ordinarily exceed the capacities of local governments.

I firmly believe that the Federal Revenue Sharing Act should be extended and
refunded and I also believe that of the hundreds, perhaps thousands of Federal
programs now in existence, the Federal Revenue Sharing Program more than any
other Federal Program, meets the needs of local communities.

Again I want to state that most problems faced by local governments are fiscal
problems and I firmly believe that Federal Revenue Sharing Funds have eased
to some extent these problems and without a doubt, this a fact in counties with
inadequate tax bases.

Of all Federal funds available to local governments, Federal Revenue Sharing
Funds are the most flexible and by being flexible, these funds can be used to
deal directly with the many problem areas faced by local governments.

In closing, I want to state that I feel as many public officials feel today, that
to substantially change the present Federal Revenue Sharing Formula as to the
distribution, may serve to defeat and bury the Federal Revenue Sharing Pro-
gram and careful consideration should be given in this area.

TESTIMONY BY THE LEAGUE OF WOMEN VOTERS OF KINO5PORT-SULLIVAN COUNTY

Mr. Chairman, and members of the committee, I am Kathryn C. Bryant,
President of the League of Women Voters of Kingsport-Sullivan County. We
appreciate the opportunity to appear before this committee and share with you
our information and views on tCe local use of Revenue Sharing.

Leagues across the country have been monitoring the use of RS funds in recent
years. On the national level, a report entitled "Equal Opportunity Under Revenue
Sharing" was released in August 1975 by a coalition group which included the
League of Women Voters Education Fund. The results of this and the monitoring
project of six state Leagues Is currently being publicized.

Our local League has had a current interest in RS funds because of our study
items on County Government, Environmental Quality, Human Resources, and
Quality Education. Our recent attention to the Community Development Act
and Title XX have added a dimension in understanding the unique role of
Revenue Sharing. However, it was the invitation to appear before this commit-
tee which prompted us to gather specific statistical data on the local use of
these funds.
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PURPOSE OF REVENUE SHARING

According to the Office of Revenue Sharing of the Department of the Treasury,
the basic purpose of RS Is to "provide state and local governments with the
opportunity and the money to deal with community problems at a local leveL"
Below Is our analysis of the local situation, specifics having been obtained from
officials of both the city of Kingsport and Sullivan County.

THE AREA

Sullivan County maintains one of the highest per capita Incomes in the state.
During 1975 it has remained an Island of prosperity in a sea of unemployment.
While Sullivan County, In August of 1975, had the lowest unemployment rate
In the state (5.4%), the First Congressional District had a rate of 9.2% with
Unicoi County having experienced a high of 25.4% In June, down to 22% In
August.

LOCAL GOVERNMENT"

The local use of RS necessitates a word about the different forms of govern-
ment between Kingsport and Sullivan County. Kingsport has a city-manager
form, a city planning department, and a seven member Board of Mayor and
Aldermen. Sullivan County Is headed by a parttime County Judge, a County
Court composed of 48 magistrates and no central planning body. During recent
years there has been an effort made for consolidation of more city-county serv-
ices. The county has recently assumed responsibility for a county-wide ambu-
lance service, a solid waste transfer station and disposal program, a County
Youth Center, and the cost of indigent hospital care.

PLANNED UsE PROPOSALS
Both the city and county have followed guidelines in advertising the Planned

Use Report for RS. These have been run as legal notices in the classified ads
section. (It would be Interesting to see If there were more public involvement
with the use of other news media.) Besides the publication notice, the city has
held Public Hearings on Its RS plans. In general, however, there Is no evidence
that either the city or county had any particular Input from the public on the
use of funds.

USE or ZRVNE SHARING DY KINGP'ORT

Kingsport has used RS for capital expenditures. Funds from this source,
since 1972, have comprised 4.8% to 6.5% of the annual budget. This has made It
possible to keep the city tax rate at a more reasonable level

Over one-third of all received and anticipated funds have gone for Environ-
mental Protection, including flood control and a garbage collection truck.
Recreation received about one-fifth with funds spent for a large, outdoor swim-
ming pool and some construction work at Borden Park. Public Transportation
has received another fifth of RS. This category covers the Sluice Bridge, work
on Granby Rd., and the Clinchfleld St. Flxt. Public Safety funds were fourth
in size with purchases of a new fire truck and traffic light included. The library
received a small portion for renovative work.

While some of these items might have been "budgeted out" without the use
of RS, others remained on a high priority list. The local community would
possibly have addressed Its local tax dollars toward completion of some of these.

City officials told us that they hope RS will be continued. They like the freedom
of its decision making process and the option of deciding locally what Is most
needed. Input, by officials, seemed to come in a team effort approach. There was
no Indication that other categories such as health, education, social services
for the aged and poor or housing and community development were considered
under RS.

USE OF REVENUE SHARING BY SULLIVAN COUNTY

Sullivan County chose a different route for use of Its-RS funds. About half
of the funds have been applied to operational expense with the remainder going
to capital outlays of the Education Department and a county asphalt-plant.
Included under school expenditures were kindergarten equipment, stadium
bleachers, lights and fences for tennis courts as well as funds for potential
school land sites and related services. One fourth of all funds were applied (tro
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years) to the operation of the Sheriff's department (Public Safety) and the
County Ambulance service, (Health). Other RS funds were applied to the solid
waste disposal program. The county practiced some RS of Its own with $2200
being allowed each (Social Services) of five county senior citizens' centers.

There was no indication that the county considered other programs for the
elderly although a crisis situation in the shortage of nursing homes had been
identified by County Court. As with the City of Kingsport, there was neither
consideration or outside suggestion that RS be used for other social services
for the aged and poor or hoUsing and community development.

Sullivan County received its first RS funds in December 1972. County Court
decided to apply these first funds to the 1972-78 operational expenses of the
county. Thus, the tax rate was lowered 5#, from $2.10 to $2.05. The domino
affect was a reduction, that year, in the county's tax collection by over $350,000.
The reduced tax effort was a factor in the subsequent reduction of RS funds.
Although the county tax rate has since been raised, anticipated RS fund. for
the current fiscal year are $400,000 Wo8s than the peak receipts of the 1973-74
fiscal year. In other words, RS funds for 1975-76 are anticipated to be only
1.8% of the budget as compared to 4.8% in 1973-74.

This use of RS funds, plus current inflation, and new budget costs have had
a see-saw impact of a 25% increase in the tax rate (from $3.14 to $3.90) for
the 1975-76 fiscal year. One member of County Court, who expressed pleasure
over the freedom of RS decisions, said, "I believe we have learned our lesson"
With regard to the use of RS for operational costs. All of the anticipated RS
funds for 1975-76 have been allotted for capital outlays for the purchase of
school sites.

_ QUESTIONS ABOUT REVENUE SHARING

At this point, we are in no position to make recommendations on a national
level about the continued use of RS funds. Our local contacts have raised some
questions which seem pertinent to the on-going effectiveness of RS. These
include:

(1) How widespread has been the use of RS for operational rather than
capital outlay purposes?

(2) Should more responsibilities be required of local and state governments
to enjoy the privilege of RS?

(3) Should RS guidelines emphasize more long range planning?
(4) If stronger guidelines are drawn to assure compliance with the original

purpose of RS, will it be genuine RS?
(5) Is the federal government fiscally better able to-meet local needs than

are local and/or state governments?
(6) How could there be better coordination and less overlapping of RS with

other federal programs?

STATEMENT OF MAYOR RICHARD ]. BEvINoToN, KINGSPORT, TENN.

Senator Brock, I would Hke to commend you for conducting these hearings
to hear views of local government leaders on the Impact of the general revenue
sharing concept upon the functions of local governments. It Is well that these
government officials should be heard in these meetings, for it is the local govern-
ment leaders who can attest to the importance of the general revenue sharing
funds in maintaining and expanding community services.

In our City of Kingsport, revenue sharing funds have enabled the City to
begin a program plan to correct a hazardous flood plain area, known as the
"Mad Branch" area, and thus prevent additional hardship on the residents
of that area, brought about during times of heavy rainfall. In addition, revenue
sharing funds have been spent to repair and expand the City's street and road
system, thus providing residents a more accessible flow of traffic to and from
various parts of the city. Furthermore, revenue sharing funds have been used
to construct a municipal swimming facility for City residents, replacing an
antiquated facility of smaller design, thus allowing many who previously had
no access to swimming facilities a place to go and enjoy swimming.

I believe that in the City of Kingsport revenue sharing funds have contributed
to a general improvement In the community environment, and has, In my
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opinion, allowed the City to initiate and to complete projects that, without the
availability of revenue sharing funds, would have found itself hard pressed
and very possibly unable to undertake at the time.

In addition, the revenue sharing funds have provided the citizens of Kingsport
relief from rising property taxes. This is evident in the fact that since 1972,
the first year of revenue sharing, through 1975, the base rates have been held to
a very minimum increase. If revenue sharing funds had not been available during
this period, the City surely would have had to increase taxes to fund the projects
Initiated.

Furthermore, general revenue sharing funds precluded the possibility of issuing
municipal bonds, which given the present condition of the municipal bond market,
would be quite costly for the City.

I strongly support the continuation of revenue sharing in its present form,
and would encourage increased effort against any attempt to weaken the program
with additional gilldelines and restrictions. IFurthermore, I firmly believe that
in most instances the concept of revenue sharing has justified the original
expectations of its supporters.

The revenue sharing concept has proven to local officials that it is a far better
prograin than the narrow, constricting, categorical grant programs of the past
and is, in fact, superior to the new Community Development block grant program,
which along with funds, brings an endless list of bureaucratic forms, reports,
evaluations, and the like. -

It would be most unfortunate if the general revenue sharing program would
evolve into another categorical grant program.

I commend you on introducing legislation to extend revenue sharing and make
it a perinnet program and offer you my continued support.

APPENDIX A

Breakdown of general revenue sharing fund expenditures for the city of
Kingsport fiscal year 1972-73 through fiscal year 1975-76

Environmental protection (drainage) --------------------------- $1, 359, 680
Public safety --------------------------------------------------- 92, 500
Parks and recreation ------------------------------------------- 606, 339
Streets and roads ------------------------------------------------ 641,049

RESULTS OF SENATOR BILL BROCK'S REVENUE SIIAIUNG QUESTbONNAIRE

1. Do you support renewal of the Federal general Revenue Sharing Program?
<Numbers below percentages are actual count.)

Yes, 98 percent (14,844). No, 2 percent (280).
2. Do you think the Revenue Sharing program should be changed?
Yes, it should be made permanent-10 percent.
Yes, it should be inflation proof-8 percent.
Yes, it should involve less red tape-18 percent.
Yes, other suggestions-6 percent.
Yes (total) 42 percent (0,350). No 56 percent (8,647).
3. Does the Revenue Sharing program allow the state and local officials to use

funds in the most needed programs?
Yes 94 percent (14,167). No 6 percent (940).
4. Is the Revenue Sharing program important to your government?
Yes 96 percent (14,439). No 4 percent (598).
5. What priority would you assign to the Revenue Sharing program?
1st 70 percent (10,562) ; 2nd 11 percent (1,559) ; 3rd 8 percent (473) ; Other

16 percent (2,327).
6. Would your government have to raise taxes without Revenue Sharing?
Total projected tax increase without Revenue Sharing?
0-5 percent, 8 percent; 5-10 percent, 9 percent; 10-20 percent, 23 percent; and

over 20 percent, 48 percent.
Yes (total) 88 percent (13,283). No 12 percent (1,876).
7. Would your government have to cut back programs without Revenue

Sharing?
Area of projected cuts?
Social 27 percent. Safety 28 percent, Capital Improvements 45 percent.
Yes (total) 92 percent (18,775). No 8 percent (1,217).
Questionnaires mailed--5,000.
Returns (to date) 15,124.
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STATEMENT OF HON. FRANK IIORTON

The Senate Finance Committee is to be commended for moving to consider
extension of General Revenue Sharing.

The establishment of the Federal income tax has permanently limited the
available tax resources for State and local governments. In my view, revenue
sharing represents the most significant change In Federal-State-local rela-
tions since the enactment of the progressive income tax. It provides financial
aid to State and local governments which can be used for the many services
these governments must perform and does this in a manner free of federal
strings so characteristic of programs.

Slice its inception in 1M72, the General Revenue Sharing program has proven
itself to be one of the few Federal programs that has provided in reality many
benefits that the supporters of the legislation had anticipated:

It has brouglit government closer to people by providing Federal support for
programs deemed to be essential at the local level;

It has balanced out the Federal domestic aid structure by providing a modest
amount of unencumbered Federal aid to match the mountains of specialized
categorical programs;

The program has done more than any other single program to revitalize
the decentralized American Federal system by placing faith and dollars in
tihe hands of local government and;

The program has contributed significantly in lessening the very severe impact
otthe recent recession, on many local governments and taxpayers.

There are few Federal domestic aid programs as well liked as the revenue
sharing program. Thie Subcommittee on Intergovernmental Relations and Human
Resources of the Government Operations Committee held 16 weeks of hearings
under the very able leadership of Representative L. H. Fountain. Late in the
hearing process, we heard from the panel of witnesses representing the ADA,
Catholic Charter, the League of Women Voters, and the Chamber of Commerce.
Although this diverse panel disagreed as to how the program should be struc-
tured, they all agreed that the program should be continued.

We must renew the revenue sharing program this fall. To not 4o so would be
to ignore the fiscal plight of local government and to tarnish one of the brighter
spots of our domestic aid programs.

Since the need for the reenactment of revenue sharing is clear, I would like
to address the balance of my remarks to the nature of that reenactment. The
real debate surrounding the reenactment of revenue sharing is not whether the
program should be continued, but rather the form that the program should take.

The Subcommittee on Intergovernmental Relations and Human Resources held
extensive markup deliberations and produced after several months of careful
consideration of a bi-partisan bill that addressed and satisfactorily answered
many operational criticisms of the current program.

During the markup, the subcommittee and full Committee very carefully con-
sidered a number of proposed formula changes. These included:

(1) Broadening the definition of tax-effort to include non-tax revenues such
as water, sewer and sanitation charges;

(2) Eliminating the distinction between townships and municipalities;
(3) Lowering or eliminating the 50 percent budget constraint;
(4) Removing the 20 percent lower constraint;
(5) Changing the 'A-% State-local split;
(6) Substitutes for per capita income the number of individuals below the

poverty level;
(7) Changing the sequence of the application of the 20 and 50 percent rules;

and
(8) Increasing the $200 dollar minimum entitlement.
All of these changes, after thorough analysis, were rejected. These changes

were rejected because they often caused serious inequities and created more
problems than they solved. I urge that your Committee not change the formula
unless those changes have been given very serious and close study. I am con-
fident that when any proposed changes are studied, the Committee will arrive
at a conclusion similar to ours: that the formula is basically equitable and works
well.

The bill produced by the House was a compromise among those forces wishing
a simple extension of the program basically in its present form; those forces
wishing to drastically alter the program by turning it into an instrument for
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the reform of certain State and local government activities; and, those forces
wishing to simply terminate the program. Since it was a product of compromise,
few of the House Members were entirely satisfied with all the provisic-as of the
bill. Yet, it was compromise in the tradition of the domocratic process--a com-
promise that brought conflicting sides together in agreement on basic provisions.

While I support the House-passed bill I am not In onmpathy with all Its pro-
visions. Specifically, I urge that the Committee seriously consider extending the
program for 5% years, and reinstating the 150 million dollar annual Increment.

I am, furthermore, very concerned that we not load the revenue sharing pro-
gram with all kinds of paperwork and red tape, or unduly meddle in the affairs
of local government. I urge that we retain the uniqueness of the revenue sharing
program which Is Its simplicity and flexibility. I urge that we not turn the
revenue sharing program Into a piece of reform legislation designed to extend
Federal control over the activities of local government.

In closing, I would like to state a simple fact that must be borne in mind dur-
ing consideration of amendments. Half of the recipient governments receive less
than $7,000 per year. Clearly, for these governments as red tape, paperwork and
the cost of administering the program increase their Interest in the program will
very quickly diminish. If Congress Is not careful in the amendments it chooses
to accept, we may find that after a year or so has passed, many of the recipient
governments that revenue sharing was designed to help will have dropped out
of the program.

STATEMENT OF HON. JOHN W. WYDLES

I applaud the efforts of the Senate Finance Committee to move quickly to
extend the State and Local Fiscal Assistance Act of 1972. The House of Repre-
sentatives overcame substantial obstacles to approve a continuation of the
program.

As a sponsor of the House approved measure, I was pleased with that exten-
sion. Compared to some of the radical proposals which were offered during the
extensive hearings conducted by the Intergovernmental Relations and Human
Resources Subcommittee, the House approved bill Is remarkably free of major
changes.

I personally hope that the Finance Committee and the Senate will approve an
extension of the General Revenue Sharing program that Is very close to the
bill proposed by President Ford. The President's proposal called for an extension
of the program for 5% years with an annual increase in the amount of funds to
be distributed of 150 million dollars.

The House passed version established the funding level at an annual rate of
$6.65 billion with no annual increment. The existing program growth of $150
million does not keep up with inflation, and the lack of any additional funds for
the period of extension of the program will force recipient governments to either
reduce services or increase their limited sources of revenues. I would also urge
the Finance Committee to carefully examine any proposals which would further
restrict the use and flexibility of General Revenue Sharing funds.

While some changes are necessary in the reporting, auditing and citizen
participation provisions of the existing law, it is my view that these should not
substantially vary from the State and local procedures that are already in place.

During the period when some of these modifications were being considered
by the House Committee on Government Operations, numerous local govern-
ments indicated that they would be forced to refuse any revenue sharing funds
because the new administrative requirements would cost more than the amount
of funds to be received from the program.

The Federal Government has frequently legislated only for larger units of
governments. Smaller units, particularly those outside metropolitan areas,
operate with part-time officials, many of whom are on a volunteer basis. To
force such governments from the one Federal program responsive to their
needs, because of unnecessary and burdensome restrictions would be a serious
breach of faith to the American taxpayer.

I strongly urge that the Members of the Senate Finance Committee approve
an extension of the General Revenue Sharing program that is responsive to
the needs of local government. That can only be accomplished by a bill which
Is without unnecessary restrictions and administrative requirements.
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STATEMENT OF THE NATIONAL COUNCIL OF JZWISn WOMEN

The National Council of Jewish Women, with 100,000 members in local com-
munities across the United States, has been concerned for 83 years with the
interrelationship of government policy and needed services. At our Biennial
National Convention in San Francisco in March 1975, the following national
resolutions were adopted:

V. ECONOMIC POLICY

The National Council of Jewish Women believes that the economic prior-
-ities, policies and programs at all levels of government should be designed to
develop our full human, social and economic potential.

We Therefore Resolve:
1. To urge formulation and Implementation of government policies and legis-

lation which: (a) Examine and revise government spending, giving priority
to human needs and services; (b) Utilize sound planning- for economic growth,
stability and expanded opportunity; and (c) Ensure full employment with
safeguards against inflation.

4. To work for tax reforms based on the ability to pay.
Within a week after the Congress passed the State and Local Fiscal Assist- _

ance Act on October 10, 1972, the National Council of Jewish Women spoke out:
The National Board issued a topical statement and a memo was sent to State
Legislation Chairwomen (now called State Public Affairs Chairwomen), urging
them to alert their Sections to speak out so that these funds would be used in
the States, counties -and municipalities to meet "people needs." In many com-
munities our Sections actively participated in the efforts to have local and
State governments utilize these new funds for human services, in line with
the priorities listed in the Act.

The extent of citizen participation has depended on the existing patterns
for local budget-making in which most decisions are made by department heads
in the executive branch and sent to the legislative body for hearings and final
approval. The resulting spending patterns clearly indicate that general revenue
sharing funds have not been used to replace reduced Federal funding for human
services.

A quick survey of the NCJW State Public Affairs Ohairwomen in October
1975, in preparation for this statement, brought information on a wide variety
of local and State experiences across the country, through which run several
common suggestions for change:

(1) There is need for clarification of Congressional Intent. If the intent is to
use revenue sharing funds in specific program areas without the rigidity of
categorical grants, then it should be set up similar to the block grant approach
of the Housing and Community Development Act. If the intent is to assist with
local fiscal problems, then it should be a direct grant with as few strings as
possible, except for specific guidelines on citizen Input.

(2) Formula allocation 'must reflect the responsibility and the need of the
local government--county, city, township, village. In many States suburban and
rural towns incorporated to become eligible for general revenue sharing funds,
which were then used for landscaping, tennis courts, and other "extras", while
Impacted city low income areas with responsibility for delivery of services had
proportionately little extra assistance.

(3) Specific guidelines are needed for the citizen participation in decision-
making, similar to those developed for Title XX of the Social Security Act. In
addition, monitoring of the citizen participation should be mandated.

(4) To most effectively use revenue sharing funds for services, the account-
ing/report system must be simplified to reduce cost.

(5) Consideration should be given to using general revenue sharing funds
as matching funds for Federal grants, as is the case-*fth funds from Housing
and Community Development Act.

(6) Clarification is needed on affirmative action guidelines. There is great
confusion as well as resistence to current implementation.

(7) Inflation is swallowing up the initial effects from the use of general
revenue sharing funds to stabilize or reduce local tax rates. General revenue
sharing funds are considered directly re nible for prevention of bankruptcy/
default in several large cities and for allowing counties and municipalities to
continue services and building needed facilities without exceeding charter debt
limits.

76-811-76- 14
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Specific information that led to these conclusions is given later in this state-
ment. But first, we would like to comment on some of the current suggestions
for amending the Local and State Fiscal Assistance Act of 1972.

We strongly support certain of the amendments contained in H.R. 13367 as
passed by the House of Representatives:

(1) Citizen participation: (a) slpecfic requirements for citizen participation-
-including two public hearings by both State and local governments during prep-
sration of proposed use plan and as a part of regular budget preparation, as
well as the opportunity to submit written comments

(b) expanded reporting requirements which will make possible more meaning-
ful citizen participation

(2) Non-diicriination: (a) expansion of prohibition of discrimination to
include age, handicap, and religion

(b) specific time limits for investigation and determination of complaints of
discrimination and for compliance audits and review, with suspenson of new
funds 90 days after a finding of discrimination if compliance has not been
secured.

(c) liiit of 60 days for administrative remedies of complaint before aggrieved
individual may institute civil action.

(3) Independent audits.
(4) Elimination of the matching prohibition.
We are disappointed that the House bill does not include funding for court

awarded attorneys' fees. Such provision-i not for the benefit of lawyers, but for
the benefit of the victims of discrimination, and exists in most civil rights stat-
utes. Such fees could be limited only to revenue sharing monies.
-But our greatest disappointments are that there has been no effort to rectify

the distribution formulas within the states to see to it that those localities with
with the greatest need have additional fiscal assistance, and that there will be
no opportunity for Congressional oversight.,

(1) Nccd for clarification of Congre8iunal intent.-While Congressional com-
mittee reports and debate indicate that the State and Local Fiscal Assistance
Aet was intended to produce more effective use of Federal funds for specific local
needs, listed in the Act, no mechanism was established for prioritization or for
citizen I)artl(ipaWijo in such prioritization (see (3) below). Our report from
Oregon indicates that local reports on allocation of funds are worthless: "It does
not show where the money is spent. It is a numbers game played by the City of
Portland to satisfy the government." Similar reactions came from Pennsylvania
and from other states. The State of Ohio allocated its general revenue sharing
fhnds to the general fund, with about 5 percent of each department's operating
expenses covered by GRS.

(2) Change in formula allocation to reflect responsibility and necd.-A variety
of significant considerations were cited as indicating need to change the formula
allocation to reflect the responsibility and the needs of the local government-
county, city. township, village. In New York State general revenue sharing fins
not provided the same relief for local governments indicated in other states,
hneause it is the only one in which the local social services district must bear 25
percent of the cost of AFDC and Medicaid. This burden falls on the county gov-
ernments except for New York City, whicb bears the burden for the five counties
within its boundaries.

Pennsylvania also sees the need for a poverty-weighting factor to govern the
distribution formula so monies can be used to serve human needs. Delineation
must be made as to which unit of government has responsibility for delivery of
services to the poor. In Pennsylvania while Pittsburgh, for example, has a con-
centration of the poor, it is Allegheny County which has responsibility for health
and welfare services.

In Oregon the counties have received the "lion's share" of GRS and they pro-
vide most human services, except in metropolitan areas. But in many states there
were reports of incorporation of suburbs and rural areas to become eligible for
GRS. In Kentucky an affluent suburb incorporated as a 8th class city and used
its funds for shrubbery and other frills for the subdivision, which has no respon.
siblilty for delivery of services.

What constitutes "tax effort" has also come under criticism. For example, the
city of Hartford, Connecticut, pays sewer charges to a metropolitan sewer dis-
trict. This is not considered as part of the local tax effort for OMR. Yet, in other
communities where it is called a "sewer tax," it is Included. Certainly, ITartford's
sewer charge is paid by local property taxes.
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The allocation of State ORS funds is, of course, dependent on State budgeting
procedures. In Connecticut, according to our correspondent, rural domination of
the state legislature has counted against the metropolitan areas. It is used mostly
for capital outlay and equipment, especially to counter inflation.

(3) SpcOiflo guidanOe for citizen participation in deisfiom-aking.-Tbe
degree of citizen participation in the decision-making process on spending of GUS
funds varied widely within states and from state to state. The lack of delineation
of the process is in marked contrast with the mandated procedures for the more
recent 1itle XX of the Social Security Act. Most elected officials indicate that by
virtue of their election, the citizen participation has taken place. In most in-
stances, the citizen participation occurs at the budget hearings after the budget-
ing decisions have been made by the executive branch. When there is an active,
knowledgeable citizen's group, the open budget hearing does provide an oppor-
(unity for action. In New Orleans in 1974, a citizen's coalition (which included
NCJ IV) was vocal and prevented a budget cut for the Council on Aging.

In Oregon there was diverse citizen participation in the four cities. Apparently,
the determ-flnation of the Mayor and his staff in Tacoma was responsible for active
citizen participation in 1974. But for 1975 department heads recommended that
ORS be used to balance the budget rather than continue social services, fought
by citizens. In Portland where GRS funds were part of the budget with no sep-
arate citizen input, the Mayor for the first year appointed 125 citizens to five task
forces to decide where to use the revenue sharing funds. For the second year,
tim department heads hand-picked their own task forces, with only 9 from the
previous year. There were resignations, a general feeling of being used, and wide
variation in the delineation of each task force's responsibilities, with some un-
aware that they were expected to 1s& a report.

In Hartford, Conn., a Citizens Assembly was appointed, which was not con-
sider(l very effective. In West Hartford, citizen input was possible only at
regular budget hearings. Reports from one county in New Jersey indicated that
there was no citizen participationll in either county or town budget process.

In Pennsylvania there is a recommendation from a state legislator that there
be a process for state review because there is no citizen recourse if there are
objections to a locality's use of the GRS funds. Moreover, since the law does not
stipulate or mandate public hearings, in many jurisdictions, there are none.
Volu tary agencies and citizen coalitions strongly recommend that mandated
citizen participation be part of the new legislation.

Perhaps the best documentation of a genuine effort for citizen participation
in the decision-making process in revenue sharing allocations came to the Na-
tional Council of Jewish Women from a national director, Jeanne D. Dreifus
of Memphis, Tennessee, who was named to a 15 member Interim Social Service
Planning Committee by the Quarterly County Court of Shelby County, Tennes-
see. in October, 1974. Mrs. Dreifus, a graduate student in political science, de-
scribed in a paper the decision process by which recommendations were made for
the spending of $1 million of additional general revenue sharing funds, not
previously used for services to the poor and aged, and then surveyed the mem-
bers as to how they viewed the process:

The overall assessment seems to be that the committee viewed its Job seriously.
.Rome were afraid that the whole affair was predetermined by decisions made by
the Court [the county's administrative body]. No one felt that pressure had

-teen exerted on them to support a project, however, which they did not feel
able to reject. People felt frustrated at the lack of time and organizational
skills to give more attention to individual proposals. One member became very
disillusioned with the project and with the 'average public to govern itself.
I think that serving on this committee had to be the most disillusioning experi-
ence of my life. The bias.., was incredible. Despite the above, however, the
three projects selected were all excellent, and this is the only thing that restores
my faith in the democratic system... in the final analysis, through trade-offs
and compromise, this biggest hodge-podge of humanity reached a decent de-
cision.' [end of quotation from rember].... Finally, the first choice ... was a
comprehensive service project in a large waste-land area of the County.

Perhaps elected officials intuitively fear the disillusionment of the public when
citizens participate in the process of prioritizing needs and in assessment of
proposals. Certainly, many sem to have little confidence in such grass-roots
participation.
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(4) timpliftcation of the aocounting/report system.-There is conflict between
the desire to cut administrative costs to use funds for services and the need for
accountability. Initially, Oregon cut state accounting and report costs by using
all GRS funds for education, requiring only an accountant part-time. Arizona
found that 5% of the funds received had to be spent on accounting/reporting.
In Tucson, it was felt that money spent for financial administration could be
put to better use.

In New Orleans Initially all GRS funds went for capital expenditures, cutting
accounting costs. This changed when there was a shift to using GRS to fund
part of the operating budget for police and fire protection. The next shift is
eXpected to be to environment protection (health and sanitation).

On the other hand, In Pennsylvania one state legislator feels that there must
be specific guidelines so that GRB monies are spent on trackable benefits, as In
New Orleans, rather than being included in the general budgets of local commu-
nities where it Is difficult to tell the purpose for which they are used.

(5) Use of GR2 funds as match for Federal grants should be permitted.-
There has been considerable criticism expressed because general revenue shar-
ing funds cannot be used by the State to generate Federal dollars as the state
match for grants. Denver, Colorado, has ear-marked GRS funds for an Emer-
gency Home Maintenance Program which would benefit the poor and minorities,
but there is a legal question as to whether GRS can be used as a local share for
Housing and Community Development programs. Consequently, the funds have
not been-spent yet.

In Pennsylvania, GRS funds were spent for two years to help day care facili-
ties comply with the state Life Safety Code. For the third year it was intended
to use the funds to expand day care services as the State share for federally
reimbursed day care services, currently not allowed. This issue becomes in-
creasingly important as the current fiscal crisis reduces available state and local
funds used to match badly needed Federal grants programs.

(6) Alrmative action guidelines which can be monitored.-In general, local
officials are positive that there has been no discrimination In the use of funds,
but concerned citizens have a different view. In Portland, Oregon, citizens con-
sider this difficult to asses, since there has been no publication of the location of
the capital expenditures so that a Judgment could be made.

In Pittsburgh a member of the City Council noted that there had been charges
of discrimination and lack of affirmative action by the police department, but
he thought that this had been cleared up. But an involved community leader
(professor of social work) Indicated that there is need for mandating monitoring
at both the federal and local levels to guard against discrimination on public
employment and private contractors working on public projects u. ng ORS funds.
ThePennsylvann. state legislator interviewed also spoke of the need for a strictly
supervised non-discrimination clause, as in other Federal regulations.

In Cleveland, Ohio, nearly all of the ORS fonds are being used his year for
safety forces. Our reporter noted that "there are no clear lines of accountability,
and no way to determine if the funds are handled without discrimination."

Repeatedly, it was noted that since the GRS funds are not trackable because
they are incorporated in the general fund, there can be no accountability for the
general nondiscrimination clause in the State anl Local Fiscal Assistance Act.
But where discrimination has been suspected, there Is general consensus that the
Treasury Department and the Office of Revenue Sharing should not have the
responsibility for monitoring and enforcement, since they are not equipped for
this role.

(7) GR2 funds have stab lized or redwed fooa too rates.-Mayor Moon
Lsndrieu of New Orleans, president of the National Conference of Mayors,
publicly stated at the Joint Program Institute of the National Council of Jewish
Women in Washington, D.C., on October 28, 1975, that many cities, including
New Orleans. would have been right alongside New York in default if it had not
been for revenue sharing, becaut* of a decreasing tax base and increasing costs
and demand for services. The NC.TW Louisiana State Public Affairs Chairwoman
reported that In NewOrleans GRB is now being used where needed "like plugging
holes in a dam." It has kept down local property taxes and prevented an increase
in the 6% sales tax.

Revenue sharing has had a measurable affect on property taxes in Connecticut.
In 1972-73, 29/133 towns lowered the Grand Levy and the rate of growth
of local property tax was slowed from 7.2% in '71-72 to 1.9%1. But in 1973-74,
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the local property tax levies were up 6.7%. In '74-75, 25/58 towns reporting indi-
cated that GRS funds would reduce the amount of the rate of increase and an
additional 21 Indicated that it would prevent an increase. West Hartford used
GRS funds for capital outlay and equipment to cover inflation.

In Portland, Oregon, the budget ofter indicated that the local tax rate is some-
what lower due to GRS, but expects it to be swallowed up in the nflationary spiral
and not make much of an impact on costs.

But all local officials want general revenue sharing continued.
In summing up, general revenue sharing has not provided the new money

originally anticipated when proposed. Historically, the Federal government has
been much more responsive to human needs than local governments, and this
has clearly been demonstrated in the minimal allocation of GRS funds for these
purposes.

STATEMENT or Boa BUTLOOK TaxAs STATE 0o0moua or PuBLic Aco0UNTS

As the chief financial officer of the State ot Texas, I am writing you on behalf
of the citizens of Texas to express our support for general revenue sharing.

As you may know, Texas has not had a unanimous record of support for gen-
eral revenue sharing by our congressional delegation or Governor. In 1972, when
revenue sharing was originally debated, our congressional delegation voted over-
whelmingly against it, and recently 14 of our 24 Representatives voted against
HR 18367. Our Governor has been extremely reluctant to support the extension
of revenue sharing, although he has thought of all kinds of ways to spend our
State's share.

Despite such lack of support by our members of Gongresa and Governor, the
people of Texas and local officials enthusiastically endorse the program.

I have been told by many sources, including the news media, state and local
lobbying organizations, and Texas' Office of State-Federal Relations, that revenue
sharing is a "sure thing" for renewal. I certainly hope this Is the case. If it is
not, there will be a lot of Texas cities and counties faced with unexpected tax
increases, drastic cutbacks in services, or both.

All Texas counties and most cities are required by law to file a copy of their
budgets with my office. My staff informs me that a great many of these local
governments are budgeting revenue sharing funds beyond December 81. Since
revenue sharing accounts for 15-20 percent of the average Texas local govern-
ment's revenues, termination of this program would create a severe financial crisis
for many Texas cities and counties.

For over a year my staff has been evaluating the impact of the general rev-
enue sharing program on Texas; they have closely monitored congressional actions
concerning proposed changes In the program. Although HR 18307 is not a perfect
piece of legislation, we feel that it is basically sound.

I am sure that every state and local government could propose sweeping changes
In the revenue sharing program and allocation formula which would benefit their
own parochial interests. In Texas, we have our own Ideas about how the alloca-
tion formula should be structured, but at this point in the legislative process
we see no usefulness in expressing them.

Since the Senate has such a small amount of time to consider revenue sharing,
It is unlikely that you and your fellow Senators will have opportunity to con-
sider all the proposals that were considered in the House. Therefore, I ask that
you at least consider three important alterations in the program which are

--- supported by state and local officials nationwide.
First, revenue sharing should be renewed for a longer period of time than

the 3% years extension called for in HR 13367. Realistically, you cannot effec-
tively manage a city, a county, or a state without making long-range plans. Since
revenue sharing is such an important source of revenue, city and county officials
should be given opportunity to plan for the use of these funds beyond 1980.

In Texas, over two-thirds of the revenue sharing funds coming to local gov-
ernments have been used for capital expenditures; only 2 percent has been used
for social services for the poor and aged. In my opinion, If revenue sharing were
extended for a longer period of time, local officials would be more willing to
commit such funds to the "people" programs that so many revenue sharing critics
talk about.

At the very least, I hope that revenue sharing can be extended for 5% years.
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The second change, in HR 13367, which I feel is necessary, is a $150 million
annual increase in the program's level of funding. Inflation has taken its toll
on state and local governments over the past 5 years. In fact, since 1972 revenue
sharing has barely enabled state and local governments to keep pace with the
ever-increasing costs of goods and services, A $150 million annual increase
amounts to slightly more than 2 percent. With inflation projected at 5 to 7 per-
cent next year, this minimal increase is essential.

The third change is that the 145 percent limitation should be raised. In Texas,
the Jurisdictions which are limited by the 145 percent ceiling are primarily
located in the Rio Grande Valley and East Texas. These areas have high con-
centrations of minorities, some of the worst poverty in the nation, and suffer
from a paucity of resources to finance local governments.

The President's proposal to raise the 145 percent limitation 6 percent annually
until it reaches 175 percent would greatly benefit these poverty-stricken areas,
while the loss of funds by the richer localities in Texas would be minimal. There-
fore, I hope your committee seriously considers the possibility of raising the 145
percent ceiling and improving the intrastate distribution character of the alloca-
tion formula.

In addition to these proposed changes, I would like to express my wholehearted
support for some of 'the improvements in the original GRS program that are
proIosed in IIR 13367. These are the citizen participation provisions, strength-
cued civil rights enforcement, lifting of the matching prohibition, and the elimi-
nation of the priority categories. These changes indicate to me a responsiveness
on the part of the Congress to reflect the desires of citizens in this country.

It is my belief that the changes are worthwhile and their benefits heavily
outweigh the inconvenience of added administrative requirements. Also, thespecial provision to 4 ' -e that senior citizens be heard in the hearings on the
use of revenue sharing, funds is a very worthwhile provision and should be
retained.

The elimination of the matching prohibition and priority categories goes a
long way toward making this program truly "general" revenue sharing.

Texans account for nearly 6 percent of this nation's population, and there are
over 1.300 Texas cities aind counties which receive revenue sharing. These people
and their local officials firmly support the renewal of general revenue sharing.
Therefore, I ask that this statement be entered in the written testimony of your
committee hearings as evidence of Texas' support for revenue sharing.

STATEMENT Or ToM JENSEN, MINORITY LEADER, TENNESSEE House
or REPRESENTATIVES

Mr. Chairman and Members of the Committee. My name is Tom Jensen. I am
the minority leader of the Ten.essee House of Representative and president of
the National Conference of State Legislatures. I am pleased to take this oppor-
tunity to present some of my concerns for the re-enactment of the revenue shar-
ing program which is presently before you as H.R. 13367.

State legislators first endorsed the concept of revenue sharing over ten years
ago. The National Conference of State Legislatures continues to strongly support
the revenue sharing program. We have worked closely with representatives from
the other state and local government organizations to insure its success and ad-
voeate its renewal.

State legislatures have consistently demonstrated faith in local governments'
ability to carry out certain responsibilities and serve the needs of the people
throuz-h a number of State revenue sharing programs. We believe that our po-
litical subdivisions can be trusted to spend their money wisely and responsibly,
and we have not been disappointed. State aid to political subdivisions has In-
creased substantially over the years. The State governments' share of State-
local general expenditures from their own funds has Increased from 46.4% in
1954 to 55.5% in 1976. I urge you to similarly recommit yourselves to strengthen-
Ing this sense of trust and cooperation between our levels of government, through
the re-enactment of Federal revenue sharing program which would rely on the
laws and procedures used by your State and local governments.

The administration of the revenue sharing program should be designed, as
closely as possible, to function within the established procedures of recipient
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governments. Language to this effect would give impetus to a more efficient and
effective program. To achieve this goal the National Conference of State Legis-
latures feels that certain provisions of the re-enactment legislation, H1.R. 13307,
require careful reconsideration.

1. Reports on the proposed use of funds should not be based on Federal operat-
ing procedures. Most State and local budget cycles do not coincide with the en-
titlement periods of H.R. 13367. All hearing, publication, and reporting require-
ments should be linked to the recipient government's fiscal year and total budget
process.

2. The conference agrees that citizen input into proposed legislation Is an
essential part of its effective development. That is the very nature and purpose
of a State legislative body. The State legislative appropriations process is simi-
lar to that of Congress. Public hearings are held and, with few exceptions,
meetings of the committees are open to the public. The public has adequate op-
portunity to provide input into the budgeting process of State legislatures
through hearings before legislative comiittees. Many States have enacted "Sun-
shine" laws requiring all public meetings to be open. The National Conference
of State Legislatures endorses that concept and has encouraged all States to
develop) legislative procedures which are more accessible to the public.-There-
fore, further guidelines or restrictions by the Federal Government to achieve
this purpose are unnecessary at the State level. We recognize through our ex-
perience that )ublic participation cannot be guaranteed by open meetings or
public hearings. You should recognize that congressional efforts to achieve
greater public participation through mandated reports and hearings will not
necessarily insure such participation either. I hope we can work together on
these requirements so that they are not burdensome or duplicative, but are
adaptable to existing hearing and reporting procedures at the State and local
levels. Specifically, section 121(c) (2) which concerns pro-budget hearings, would
require special sessions before the entire State Legislative with opportunity for
a question and answer session. Such a procedure is not-generally permitted
throughout the 50 States. Hearings on the budget currently are held before
the appropriate legislative committees. A requirement for special inquiry on the
budget before the entire legislative body is not currently required or practiced
by any State, or by the U.S. Congress.

I would like to focus briefly on the program's operation. The program has
worked well for nearly five years and I feel that certain aspects of the program
should not be changed. The National Conference of State Legislatures does not
endorse any change-in the formula provisions of H.R. 13367. A study done by
the advisory commission on intergovernmental relations found that the present
formula provided "a significant percentage of intergovernmental fiscal equaliza-
tion". We support long-term, multi-year funding for the program. We urge that
the new legislation provide for renewal of the revenue sharing program at least
two years in advance of its expiration, so as to allow adequate preparation of
State and local budgets. The National Conference of State Legislatures strongly
advocates that an annual increase, provided for in the current law, be rein-
stated at a rate of about six percent per year, to overcome the eosts of inflation.

I have stated for over a year now that criticism of the revenue sharing pro-
gram has actually been criticism directed at the operation of State and local
governments. The National Conference of State Legislatures rejects the percep-
tion that this legislation should become a vehicle for social and governmental
changes. General revenue sharing can not realistically be expected to cure all the
ills of State and local govenment. Rather than merely expanding the civil rights
enforcement capabilities of the office of revenue sharing, we urge that your
committee recommend a study to develop a uniform set of civil rights guidelines
for all the Federal programs. We further suggest that a single Federal enforce-
ment agency be designated to address the problems of administering the civil
rights laws.

The National Conference of State Legislatures urges your consideration of
our remarks, and we hope that Congress will expeditiously continue this effec-
tive and cooperative program.

I would like to express to Senator Russell Long the conference'r appreciation
for his support of the revenue sharing program since its earliest days. I would
also like to thank my own Senator William Brock who has been so active and
very helpful to us in the development of this vital program.
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NATIONAL RzouzTiON AND PARK ASSOCIATION,
Arlington, Va., August 25, 1976.

Hon. RussmL B. LoNo,
Chamrmaan, Committee on Pinance
U.S. Senate, Washington, D.C.

DEAR SENATOR LoNo: The National Recreation and Park Association ap-
preciates the opportunity to comment on legislation to extend and amend the
State and Local Fiscal Assistance Act. NRPA, largely representing the public
park and recreation sector, earlier this year completed an analysis of the State
and Local Fiscal Assistance Act, specifically as the Act Is utilized to support
public park and recreation systems and services.

Based on these findings and other observations, NRPA strongly supports both
the extension of the State and Local Fiscal Assistance Act, and the continued
designation of recreation as a priority program category. The latter point Is of
critical importance in the allocation and use of funds.

We strongly urge also that park and recreation districts be deemed eligible
direct recipients of revenue sharing funds,

The NRPA analysis was based on a survey distributed to 500 randomly
selected local general purpose governments, state park and recreation agencies,
and park and recreation districts, the latter not now direct recipients of revenue
sharing funds.

The survey revealed that sixty-three percent of the park and recreation
agencies providing facilities and services as a function of municipal or county
government received general revenue sharing funds.

Illustrating the critical importance of GRS In support of new or expanded
recreation programs, ninety-one percent of those responding to a question on
alternate sources of financial support Indicated that other funds would not have
been available to provide services or facilities made possible by ORB.

Sixty-two percent of the respondents Indicated that the designation of "recrea-
tion" as a program funding objective was either of "critical importance" or "of
high importance".

Capital investments for parks and recreation facilities were the most frequent
use of general revenue sharing, with 30 percent of the respondents reporting this
as top priority. Other uses in order of expenditure Included: operations and
maintenance, 20 percent; land acquisition, 18 percent; salaries, 12 percent; and
programs and services for special populations (aged, handicapped and others),
9 percent.

he allocation of ORB for recreation purposes was Influenced by several
factors. Forty-two percent Identified "elected officials" as "playing the most im
portent role" In revenue sharing allocation decisions; 80 percent identified a
"coalition of public servants"; and 15 percent Indicated that "citizen action and
support" was the greatest influence in GRS use. Assuming that "elected officials"
largely represent citizen Interests In any given community, this category may
be combined with direct "citizen action". This Indicates that some 57 percent of
the allocation decisions were directly influenced by participatory government
processes.

Meeting the recreation demands of an Industrialized society is an Increasingly
Important public function. Cultural events, programs for youth, the aged, and
handlapped are only a few of the programs made possible by the addition of
GRS funds to the local government budgets.

That recreation is Important, Is borne out by the actual usage of (IRS funds.
According to the Office of Revenue Sharing, In FY 75 mom than $80 million
was spent on recreation, an Increase of almost $83 million from FY 74. FY 75
expenditures for recreation amounted to 5 percent of revenue sharing funds used
br all reporting units. However, local communities spent 7 percent of their funds
on recreation ($347 million). Further, recreation ranked seventh In expenditures
among the 15 categores listed.

The question of GRS support for "special districts" Is of major concern In the
park and recreation field. In states and regions where the park and recreation
district is a common form of local government a majority are providing recrea.
ton services and facilities In lieu of the general purpose governments. Unfortu-
nately, while eligible for direct grants under earlier categorical programs, these
special units of government have not been strongly supported by the general pur-
pose governments which they serve, despite "pass through" provisions of existing
law and regulations. Although 3 percent of the park and recreation units of
general purpose governments received ORS fund, this figure dropped to 33 per-
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cent for park and recreation districts. Despite this situation, all special district
respondents indicated that the designation of recreation as a priority spending
category was "of critical importance".

We strongly recommend that the committee carefully examine the special
district issue and rectify existing inequities in GRS allocations. It is instructive
to examine the scope and magnitude of special district operations generally, and

-Tecreation and park districts specifically.
The great majority of special districts are relatively small scale operations;

only 12.5 percent had more than five full-time employees and 26 percent had debts
of more htan $100,000. Almost 70 percent served areas of less than 10 square
miles. Thirty-three percent of all special districts are found in Standard Metro-
politan Statistical Areas.

Where park and recreation districts are a more common form of government
they provide essential municipal and county government functions. In Illinois
for instance, they are chartered by the state and are governed by elected boards.
They levy taxes to provide their operating budget; and normally do not receive
funds from any other municipal unit. In addition to providing basic park and
recreation services, most maintain a separate police force, perform street and
roadway maintenance, and provide water and lighting. Three Illinois park dis-
tricts own and operate airports. Most park districts are separate and independent
corporate entities with a capacity to sue and be sued; they have the power to
promulgate ordinances and maintain legal staff to prosecute violations. In the
case of Illinois park districts, they perform substantial "governmental func-
tions" as do other municipalities, but they are correspondingly denied the revenue
sharing "rebate" that the other governments enjoy. Special park/recreation
districts in the states of Oregon, Michigan, Ohio and California perform similar
governmental functions and face the same inequities in terms of GRS use.

While the Census Bureau has opposed "opening" general revenue sharing to
every special district, we believe narrowly drawn legislation could overcome
these concerns and limit excessive dilution of general revenue sharing resources.
Various legislative options appear to exist.

One approach would make eligible for direct GRS funds those special districts
providing services identified in existing Section 103 as "priority expenditure"
categories, i.e., recreation districts). Under this option the amount of the grant
could be proportional to the GRS allocations to the general purpose governments
served by the park and recreation district or the relative budgets of the govern-
mental units. Another possible approach would direct general purposes units of
government to allocate GRS funds to special districts providing recreation at a
rate not less than the national average use of GRS funds for recreation, presently
5 to 7 percent. A third possible alternative is to restrict GRS allocations to certain
types of special districts, essentially those which, but for the appellation "dis-
trict", would otherwise essentially meet the test of general purpose local govern-
ment for revenue sharing purposes. Under this option, eligibility could be estab-
lished based on an indicator of public service activities--number of full time
permanent employees, number of functions provided, total operating budget,
number of persons served, level of long term indebtedness, and other factors.
Alternately, a district chartered by state government could be considered eligible
for direct receipt of ORS resources.

We hope you will find these views helpful as the Committee considers amend-
ments to the State and Local Fiscal Assistance Act. Barry Tindall and Beth
Kravets of our Office of Public and Environmental Affairs will be happy to work
with the Committee and staff in any appropriate way.

Sincerely,
JonN H. DAv1s, Poecutivo Director.

( Maflgram ]

ROoWALiL, Tsx., August 13, 1976.
COMMrrh ON FINANCE,
U.S. Senate,
Wasihington, D.C.

GENIZMKW: The city of Rockwall, Texas, supports in principle the revneue
sharing program passed by the House of Representatives earlier this summer.
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The Rockwall City Council by this letter urges the Senate Committee on Fi-
nance to recommend that the Senate approve the extension of this revenue
sharing program which is in essence an extension of the existing program.
Should the Senate fail to approve an extension of the revenue sharing program,
this city wishes to go on record as stating that Federal taxes should be reduced
in a way that would make it possible for State and municipal governments
to increase their local revenues in a reasonable amount in order to continue pro-
grams and improvements that would otherwise be financed by revenue sharing.

HARRY S. MYERS, Mayor.

[Mallgram]

PENNSYLVANIA STATE MAYORS ASSOCIATION,
Bethel Park, Pa., August 24, 1976.

IICHAEL STERN,
Staff Dircetor, Committee on Finanwe,
Washinlgton, D.C.

This will acknowledge receipt of your mailgram received by us 8-23-76,
notifying us that the committee would be unable to permit our State organiza-
tion to testify regarding Federal revenue sharing. Our concern is with the
smaller communities throughout the Nation and it is too bad Mr. Stern that
you or Senator Russell Long could not provide us with 15 or 20 minutes to
explain our position on the small communities. For your information, there
are roughly 15,000 such communities throughout U.S. We are now in the
process of forming a national mayors association covering the 50 States and
will probably emerge with 12 to 15,000 mayors. We would like this mallgrain
to go into the record and we are forwarding under separate cover a copy
of our June 23 mailgram and a letter to Senator Taft. Please inform Senator
Long and his committee members we do need help throughout the Nation for
our small communities. Also ask the Senate Finance Committee to consider
tion to testify regarding Federal revenue sharing. Our concren is with the
incorporating into the law that the mayor Who is the chief executive officer
must sit down with council and approve or reject the way the" money is to be
spent for each community. Council members do not do this now. We are
very grateful to you and Senator Long for any help you may lend.

2 PETER J. PAGE, Mayor.

STATEMENT OF JACK WALSH, SUPERVISOR, COUNTY OF SAN DIEGO, CALIF.

Mr. Chairman, I take great pleasure in appearing here today tb testify In
support of the renewal of the General Revenue Sharing Program. The County
of San Diego believes that the Revenue Sharing Act did exactly as intended,
i.e., helped assure the financial soundness of local governments which have been
and are continuing to struggle in meeting the financial problems brought about
by the need for public services. Both the need and the costs for these services
have been increasing at an alarming rate. Therefore, we will be urging that the
program be continued with no major modifications in its present form.

The County of San Diego will have received about $72 million during the
five-year General Revenue Sharing program. These monies have been utilized or
planned for three primary purposes:

(1) about 25% of the 5 year total to fund selected areas of high need human
care services for the minorities, poor, and elderly through contracts with com-
munity based agencies. In terms of a current annualized expenditure it should be
emphasized that almost 50% of the County's yearly entitlement is now being
used for this purpose.

(2) approximately 50% to fund high priority capital or land acquisition proj-
ects which materially improve the delivery of services for human resources,
justice, sanitation, and recreation.

(3) about 25% to achieve a necessary decrease in the tax rate while still
meeting the increased demand for services related to the slowdown of the
economy.

As a means of illustrating the importance of these monies to the County, I
would like to discuss these three major purposes for which the funds were used.
The first relates to the area of human needs.
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In 1973, after enactment of General Revenue Sharing, the County of San
Diego embarked on a unique experiment in the development of a human care
service delivery system directed at the needs of the minorities, poor and elderly.
Many of the existing programs serving these needs faced termination because
of cutbacks in categorical grants from HEW or the Department of Labor. IIn
addition, there were a number of "community based" agencies providing s,.clal
and health programs. These programs were funded from a variety of sources,
but many were competing for funding through public welfare funds (Title IVA
and XVI) as well as other public and private resources. The availability of
revenue sharing funds made it possible to not only continue these services but
also, through a contractual relationship, determine whether the community based
services could be more efficient and effective than direct service delivery by local
government. \

The first step, which required the cooperative effort of local government offi-
cials, both elected and appointed, was the establishment of a process to determine
the immediately essential public needs and provide for the allocation of revenue
sharing funds to those community agencies best qualified to fill those needs. An
essential element in the initiation and continuation of those Human Care Serv-
ices Program was the extensive citizen participation and input in the planning
process. The various community organizations, citizen groups and service provid-
ing agencies proposed over 300 programs for a full range of social and health
services. After several public hearings and extensive staff review, 168 high
priority programs were selected for funding with revenue sharing funds. These
funds, in excess of $6.5 million in a single program year, represented almost 50
percent of County government's annual entitlement. Although this was well above
the n aional average for social services which has been estimated to be about
two percent, it was still wdll below the level represented by community resources.
Therefore, a more sophisticated priority setting and planning process was imple-
mented in order to make critical program'choices and assuring that the funding
frcm both public and private sources, was coordin.-ted and thus focused on the
highest priority necds.

The implementation of the refined priority setting process in January 1975 hag
resulted in increased citizen Input, more accurate data regarding key public
needs, the services most appropriate to address such needs and further, it pro-
vides the framework for the optimum allocation of the scarce revenue sharing
funds. Yet, this is but one innovative process resulting from the availability of
revenue sharing funds to serve the public need,

In 1975, our Human Care Services Program began a thorough review of all
service activities in the County and initiated the development of a five year
plan to integrate such services into a total, Countywide system. This will involve
services supported by County departments such as Welfare, Probation, Public
Health, plus the Area Agency on Aging, Substance Abuse, and other. In addition,
the Program will continue to utilize one of the most open planning and review
processes to be found in government. All decisions pertaining to the Program were
developed and reviewed under the guidance of a policy committee composed of
two County Supervisors and four community representatives. All policy com-
mittee meetings were open to public participation and comment, and at least
twenty hours of public hearings were conducted during a six month period. All
staff recommendations were subject to an appeals review by an independent panel
to assure fairness, accuracy, and to make appropriate exceptions to policy.

Finally, the Program has demonstrated fiscal and program accountability
standards which are becoming the model for other County departments. For
example, each service provided under contract is subject to a monthly program
budget which is directly linked to a "scope of service" which clearly defines what
the program must deliver. The budget is broken down into unit costs so that
program comparisons will be possible in terms of program quality and unit costs.
Also, each program will be reviewed within an evaluation system which will rate
performance in relation to fifteen program variables and will assure quarterly
and annual program evaluations.

While the planning and administrative features of the Human Care Services
Program are unique, it is important to realize that we are testing a system of
community-based services to ascertain tue feasibility of replacing centralized,
public departmental services with localized public and private efforts. Currently,
the program supports the following types of services: child day care, substance
abuse services, senior citizen programs, community clinics, multi-service centers
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for ethnic minorities and the aged, legal assistance, and others. If the "Revenue
Sharing Act" Is not renewed in a form that will enable San Diego County to
continue the effort previously described, two important things would be lost.
First, the County would be unable to maintain support of the community-based
services under the Human Care Services Program without a significant increase
in local taxes. Last year, the County faced a $30 million cost revenue gap as we
entered the budgeting process. While ninny cuts in services and County activities
were necessary, it was determined that the experiment with community services
was essential, and no cuts were made in that budget. Next year, the budget picture
appears equally bleak; and if revenue sharing funds are not forthcoming, the
community may well lose a valuable set of programs meeting human needs.
Second, the innovative developments of the Human Care Services Program in
the areas of services planning, allocation systems, evaluation, and the leadership
in the development of a total service system would be diminished. Of course, some
of the leadership could be transferred to other County Departments. However,
the one unique feature which has made this program so effective . . . the
partnership between the community and the County . . . would be lost since
the resource base would not be available.

Mr. Chairman, in addition to providing direct services which address essential
community needs, General Revenue Sharing enabled us to initiate the implementa-
tion of a long overdue capital improvement program. In the minds of many, both
in and out of government, a capital improvement program is too often considered
purely as a "bricks and mortar" proposition. However, most such programs ulti-
mately result in the improvement or initiation of a needed service to the com-
munity or an increase in efficiency in the rendering of such service. This was
certainly the case in the County of San Diego.

Prior to the enactment of General Revenue SarlnS, we had been deficient in
establishing and maintaining a realistic capital improvement program. During
the period 1969-1978, we had devoted considerable effort in measuring the
County's requirements and projecting these needs into the immediate future.
In the Six Year Capital Improvement Program for 1968-74 and the three year
Capital Improvement Program, 1972-75 we identified a necessary expenditure
of $67,985,000 to keep pace with public service demands from 1969 to 1974. IJ
this same period, however, the inability to finance a capital program through the
County General Fund was evidenced by the total capital projects budget for this
period totaling only $4,968,674. The difficulty in finding other suitable financing
methods was demonstrated in 1971 when a $86,000,000 General Obligation Bond
issue failed to meet voter approval. I believe that these financing difficulties which
attended our efforts to keep pace with requirements for additional space to
accommodate the increasing demands for public services are not unique to the
County of San Diego. Our inability to finance an adequate capital program
resulted in leasing programs and long-term financial arrangements, both of
which proved to be costly alternatives which could not replace a balanced capital
improvement program.

With the advent of General Revenue Sharing, the County of San Diego was
finally permitted some welcome flexibility with respect to financing of necessary
capital improvements. I would like to emphasize, however, that citizen input and
the public hearing process played a major role in determining the type and scope
of capital projects to be financed with revenue sharing funds. A committee com-
posed of elected officials and community representatives performed a lengthy and
detailed analysis of the County's Capital Improvement needs. Their recom-
mendations were reviewed and further refined during the public hearing process.
Capital projects approved for financing with revenue sharing funds are con-
tinually reviewed with respect to both coat and their projected benefit to the
community. As of this time, approximately 50% of the County's revenue sharing
funds have been utilized or planned to fund high priority capital or land acqui-
sition projects which materially improve the delivery of services for human
resources, justice, sanitation, and recreation.

As I noted earlier, Mr. Chairman, most capital improvement programs ulti-
mately result in the improvement or initiation of a needed service to the com-
munity. This can be characterized by the following sample of capital needs in
the County of San Diego which are currently being funded through General
Revenue Sharing:

(1) New Court and Correction facilities which will help speed up and improve
the judicial process. N
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(2) Regional Service Centers to provide citizens better access to County serv-
ices and information.

(3) Modernization of existing general government facilities to restore and im-
prove their suitability for use in meeting citizens' demands for services.

(4) Parklands which preserve environmentally sensitive areas and ensure
adequate recreational facilities for an expanding County population.

(5) Solid Waste Disposal Projects which include studying ways of making
more efficient use of solid waste.

(6) Flood Control projects designed to prevent damage to property and also
encourage business and light industrial development which in turn helps sta-
bilize the economy of the region.

Mr. Chairman, we firmly believe that tMese expenditures are much more than
"bricks and mortar". They are vitally needed to provide the services required
by our citizens and would not be made available were it not for General Revenue
Sharing.

And lastly, I would like to discuss tax relief made available by General Reve-
nue Sharing to citizens who are seriously overburdened with taxes. The current
economic recession with the combination of continuing inflation and high unem-
ployment has seriously taxed County resources. These conditions are directly
related to an increased demand for certain categories of services which the
County is mandated to render regardless of the state of the economy.

The law enforcement and judicial systems must respond to increasing crime
problems while the social and health service systems provide financial aid or
other services to those who are out of work or whose incomes cannot cover basic
needs. Even with assessed valuation in the County Increasing at an average
annual rate of 13% since 1970, property tax revenues, particularly during the
recessionary times, are not keeping pace with increased costs for essential
services. In 1975-76 without Revenue Sharing, the tax rate, with major increases
in services to the needy, would have had to be increased by 23# which would
have been a considerable burden on the local taxpayer. By using Revenue
Sharing to directly finance a portion of the increased costs in these areas, we
were able to provide some tax relief to the taxpayer with a 7-cent reduction
in the rate.

In the 1976-77 fiscal year, even though revenue sharing funds were not directly
used to finance the substantial Increases in the public protection and social
services area, the tax rate, in absence of the final entitlement ($7.9 million)
would have been 18# greater than the currently anticipated 20# reduction in
the rate from the prior year. The alternative, of course, would have been a
drastic reduction in essential human care services and capital improvements
In support of-County services.

With respect to the General Revenue Sharing allocation process, we have
examined many of the studies and research efforts regarding th formula. As
a result we have reached the conclusion that the present formula is fair. With
what appears to be fairly rare exceptions, It provides the funds to those areas
and local governments experiencing the needs which the Act was intended to
address. Therefore, we recommended that It be left unchanged.

Mr. Chairman, I have outlined the County of San Diego experience with
Revenue Sharing funds in addressing the public needs in three critical areas:

(1) Human Care for the minorities, poor, and elderly.
(2) Capital Improvement program considered essential to the delivery of

public services.
(3) Relief for the taxpayer whose burden is recognized by all levels of

of government.
Without Revenue Sharing the County of San Diego would be faced with the

untenable alternatives of 1.) termination of programs, both human care and
capital improvement, considered vital to the well being of our citizenry or
2.) raising the property tax rate, the regrentie nature of which has become
as notorious as that of the sales tax.

Mr. Chairman, these alternatives are neither pleasant nor unique to the
County of San Diego. I am sure that there is a long list of local governments
facing this same dilemma. We strongly urge the reenactment of General Revenue
Sharing.
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STATEMENT BY ILLINOIS SMALL BUSINESS MEN'S ASSOCIATION

This is a rebuttal to a WLS-TV editorial on Federal Revenue Sharing. The
speaker is Ira Latimer, Spokesman for the Illinois Small Business Men's
Association.

"WLS-TV urged all Chicagoans to write their federal representatives for an
extension of the federal revenue sharing program. We urge viewers to oppose
this. If Chicago and the politically powerful big cities want more money for their
city services, then use zero budgeting annually to make each city department
cut political waste.

"Federal aid to education Is now In the billions. It Is resulting in a massive tax
base exodus of workers and industry following federal court ordered hiring,
housing, and bussing as the price of revenue sharing.

"HEW has set the poverty level at $6,500 for a family of four and forces big
cities to pay exorbitant relief which has attracted welfare claimants in a massive
migration Into the big cities.

"Revenue sharing of Environmental Protection Agency billions Includes the
'political porkbarrel' public works sewer ccnstruction. Chicago Sanitary District
officials were recently indicted for allegedly defrauding the Federal Government
and taxpayers of millions. No wonder urban finance Is in trouble.

"Under revenue sharing the Federal Law Enforcement Assistance Administra-
tion has given billions to the big cities to reduce crime. In spite of these billions,
crime has Increased.

"HUD has spent billions on public housing and urban development in the big
cities resulting In the destruction of three times as many housing units as HUD
has built.

"Small businessmen and farmers fear wasteful and Inflationary government
spending. We demand budget cuts and tax relief-not greater spending by the
bureaucrats. We are the ants: they are the grasshoppers."

(The above rebuttal was telecast at various times during the week of July 26,
1976.)

STATEMENT OF THE AMERICAN FEDERATION OF STATE, COUNTY, AND
MUNICIPAL EMPLOYEES, AFL-CIO

During its nearly four years of operation, the general revenue sharing pro-
gram has stirred much controversy. Many arguments have been made that reve-
nue sharing dollars have been misspent, that wealthy Jurisdictions have received
unwarranted allocations, and that civil rights enforcement has been inept and
inadequate.

There is some validity to these charges. The basic elements of an acceptable
general revenuxI sharing legislation must Include a strengthened Federal Gov-
ernment role In setting standards for employee protection, civil rights, and tax
reform for state and local governments. In addition, the allocation formula must
be changed in order to ensure that funds are targeted to areas with the greatest
needs for providing public services.

This approach toward restructuring of the general revenue sharing program is
preferable to many of the other reform plans on several counts. It recognizes the
fungibility of general revenue sharing dollars and avoids the futility of attempt-
ing to determine exactly how these funds are being spent. At the same time, It
provides strong federal leverage to ensure that state and local government
comply with federal standards as a condition for receiving otherwise untied
federal dollars.

In addition to extending the labor protections that exist in the present legis-
lation, AFSCME believes that all state and local governments comply with the
Fair Labor Standards Act as a pre-requisite for receiving general revenue shar-
Ing dollars. Presently many of these Jurisdictions claim that the Federal Gov-
ernment has no right to impose uniform minimum wage standards on the state
or local government workforce. We insist that if these governments accept federal
dollars, they must likewise accept federal standards for employment.

Under the current statute, civil rights enforcement has been Inept. The fact
that enforcement authority rests with an understaffed office in the Treasury
Department leads to the inescapable conclusion that the last two Administra-
tions have placed a very low priority on effective civil rights' safeguards. We
feel that a shift in enforcement responsibility to the Department of Jusiice is a
logical change. However, given the current Administration's record of commit-
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ment to the enforcement of civil rights, effective protection is unlikely to be
achieved.

During the debate that preceded passage of general revenue sharing legisla-
tion in 1972, there was considerable congressional support for rewarding those
states which raised tax revenues in a progressive fashion. The bill that finally
passed contained a provision which marginally rewarded states with personal
income tax structures. AFSCME recommends that this modest tax reform ele-
ment be expanded significantly. While in Congress, Governor Hugh Carey of
New York sponsored a general revenue sharing program'-which would have elini-
nated shares for state governments. Although AFSCME shares the conviction
that many state governments--even under leadership of the "new breed" of
governors-have been unresponsive to many pressing public service needs, we
feel that cesation of general revenue sharing aid to the states is not timely.
However, we do feel that each state's entire allocation should be based solely
on its willingness to raise revenues via progressive tax structures. The States
could continue to share one-third of the total revenue sharing allocation, but the
formula used to determine individual state shares should be based on various
tax reform elements. These might include the adoption of graduated income
taxes, a "circuit breaker" mechanism for property tax relief, and sales tax
credits or exemptions of necessities from the sales tax base. States whose tax
structures contained all of these elements would receive large allocations; states
with outmoded, regressive revenue systems would get nothing. Additionally, such
a program might compensate the local governments within states that have re-
ceived very small allocations.

One of the major shortcomings of the current intrastate allocation formula
is its inability to target funds to jurisdictions where the demand for public serv-
ices are higher In proportion to available local resources. AFSCME recommends
the following modifications as a means -f correcting this shortcoming:

(a) Replace the current poverty formula with a measure of persons living
below the poverty level;

(b) Define the poverty level in urbanized areas as a 125% of the standard
measure:

(c) Eliminate the 20o floorffor receiving general revenue sharing allocations;
(d) Raise the 14.5% limit to 300% of the statewide per capita average:
(e) Eliminate the prohibition against using general revenue sharing dollars

to match other federal dollars.
AFSCME views these broad considerations as being the most important areas

for change in nny extension of the general revenue sharinT program. These
elements include fair employee protections, better civil rights enforcement, a
strong tax reform element, and an improved allocation formula for local gov-
ernments. General revenue sharing programs can play a potentially critical role
in stabilizing state and local government budgets during periods of depressed
economic activity. The improvements we support would serve to strengthen this
role significantly.

TowN OF MONTCLATR.
BOARD OF COMMISSIONERS, DEPARTMENT OF PUBLIC WORNS.

Montclair, N.J., August 2j, 1976.Re: 11.11. 13367.

Mr. MIrCAEL STERN,
,taff Director. senatee Finance Committee, Dirksen Building,
Washington, D.C.

DFAR MR. STERN: I trust your Malgram of August 20 which denied my request
to testify on General Revenue Sharing will not preclude the Committee on
Finance from amending H.R. 13367 to IncorporAte the language of the Minish
Amendment In accordance with my statement of August 16. Five copies of this
statement have been submitted to the Committee.'

The Minfsh Amendment would eliminate the "Township Inequity" In the four
States of Maqsachusetts. New Jersey, Rhode Island and Wicnntin. These nre
the only States suffering from this inequity under present legislation. This
ineoulty cries mt for correction.

The defeat of the Minish Amendment in the House of Representatives was due
in part to doubts about the breadth of its applicability. It iq now clear according
to the enclosed letter of June 10, 19-76 from Mr. Vincent P. Barabba, Director.
Bureau of the Census to the Honorable Joseph 0. Minish, that the proposed
amendment applies only to Massachusetts. New Jersey, Rhode Island and Wis-
consin. The fact that it almost applies to several other states is immaterial. It
actually applies to Just the four States and none other.
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The Congressional delegations of these four States favored the Minish Amend-
ment by a vote of 24 to 9. It is unfortunate that the Minish Amendment was
defeated by the delegations of the States in which it did not apply, perhaps
because of confusion about its applicability, which now has been resolved.

Confirmation by the Committee on Finance from the Bureau of the Census and
the Office of Revenue Sharing of the limited four-State applicability of the amend-
ment should be persuasive to the Senate and subsequently to the Senate-House
Conference Committee.

The Minish Amendment would:
1. Eliminate gross inequities by providing even handed allocations accord-

ing to their data elements for similarly situated, general purpose municipalities
in the four States where "Townships" are indistinguishable in function from
other municipalities. Allocations in the other 46 States and Washington, D.C.
would be unchanged.

2. Provide about $500,000 additional revenue sharing for Newark. New Jersey,
without depriving any other local governments In the same County of alloca-
tions that can be justified based on their data elements.

3. Provide for a change in the definition of "Township" as it applies to these
four States only. The broadly applicable General Revenue Sharing allocation
procedure and formulas would continue without change.

The Committee on Finance has before it the final opportunity for the next
3 years and 9 months to eliminate the "Township Inequity". Without this amend-
ment many municipalities in the four States will seek relief through their State
legislatures for changing to or from Township status to secure the revenue shar-
ing allocations to which they are equitably entitled. Incorporation of the lan-
guage of the Minish Amendment in the renewal legislation will obviate the need
for such costly and otherwise unnecessary name changes.

Justice and equity require the passage of this Amendment. I urge the Com-
mittee on Finance to give the Amendment its ringing approval.

Sincerely yours,
RIOHARD I. BONSAL,

Conmifsionor.
Enclosure.

THE MINISH AMENDMENT TO H.R. 13367
Section 108(d) (3) of the Act is amended as follows:
"(3) TOWNSHIPS.-The term "Township" includes equivalent subdivisions

of government having different designations (such as "Towns"), and shall be
determined on the basis of the same principles as are used by the Bureau of the
Census for general statistical purposes, but shall not include any subdivisions of
government located in States which have the entirety of their territorial limits
divided into general purpose municipalities and townships (as defined by the
Bureau of the Census for general statistical purposes), none of which overlap."

Whereas, an amendment to the General Revenue Shailng Renewal Legis-
lation was proposed by Congressman Joseph G. Minish to correct substantial
inequities In the distribution of funds to municipalities designated as "town-
ships." and

Whereas, the adoption of this amendment would not affect interstate alloca-
tions among the 50 states and Washington, D.C., nor the intrastate allocations
down to the county government level In any of the 50 states, nor the intrastate
allocations in any states other than Massachusetts, New Jersey, Rhode Island
and Wisconsin but would remove in those states the inequitable distribution
of Revenue Sharing funds between "townships" and other municipalities; now
therefore.

Be it resolved by the Board of Commissioners of the Town of Montclair, in the
County of Essex, that this Board unanimonly urges and supports the passage
into law of the afore.;aid amendment; and

Be it further resolved that the Clerk of the Town of Montclair be and she
hereby is directed to forward a certified copy of this resolution to the members
of the Senate Committee of Finance; Senator Clifford P. Case; Senator Harri-
son A. Williams, Jr.; Congressman Joseph G. Minish; Governor Brendan T.
Byrne; Carmen A. Orechio, Carl A. Orechlo, and John N. Dennis, Members of the
New Jersey Legislature.

I hereby certify the foregoing to be a true copy of a resolution adopted by the
Board of Commissioners of the Town of Montclair, in the County of Essex, at a
meeting held August 24, 1976.

Cof STAhT CE B. AMoTr,N .(herb of the Town of Montolafr, N€.J.
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TO: THE SENATE COMMITTEE ON FINANCE

RE: RECOMMENDATION TO AMEND

THE

GENERAL REVENUE SHARING RENEWAL LEGISLATION (H.R. 13367)

SUBMITTED BY

COMMISSIONER RICHARD I. BONSAI
DIRECTOR, DEPARTMENT OF PUBLIC WORKS

TOWN OF MONTCLAIR, NEW JERSEY
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. % TOWN OF MONTCLAIR
NEW JaRsaY

BOARD OF COMMISSIONERS

DEPARTMENT OF PUBLIC WORKS

I. BONSAL
[CTOR

AUGUST 16, 1976

To: THE SENATE COMMITTEE ON FINANCE
2227 DIRKSEN BUILDING
WASHINGTON, D.C. 20510

RECOMMENDATION TO AMEND

THE

GENERAL REVENUE SHARING RENEWAL LEGISLATION

(H.R. 13367)

RESPECTFULLY SUBMITTED,

COMMISSIONER

RICHARD
• - DIRE
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RECOMMENDED AMENDMENT TO THE

GENERAL REVENUE SHARING RENEWAL LEGISLATION

(H. R. 13367)

INTRODUCTION:

MY NAME IS RICHARD I. BONSAL. I AM A BUSINESSMAN, AND

ALSO A COMMISSIONER OF THE TOWN OF MONTCLAIR IN ESSEX COUNTY,

NEW JERSEY, WHERE I SERVE AS DIRECTOR OF THE DEPARTMENT OF

PUBLIC WORKS AND FORMERLY SERVED AS DIRECTOR OF THE DEPARTMENT-

OF REVENUE AND FINANCE FROM 1972 UNTIL MAY OF THIS YEAR.
FROM THE TIME WHEN MONTCLAIR FIRST WAS ADVISED THAT ITS

GENERAL REVENUE SHARING ESTIMATED 1972 ALLOCATION WOULD BE

$507,687 AND THEN THAT IT WOULD BE $292,026 (FINAL ALLOCATION
RECEIVED - A DISAPPOINTING $167,377), I HAVE MAINTAINED A KEEN
INTEREST IN THIS PROGRAM AND ITS APPLICATION TO OUR TOWN

IT IS STILL A MATTER OF CONCERN THAT MONTCLAIR'S ALLOCATIONS

SINCE THE INCEPTION OF THE PROGRAM HAVE BEEN INORDINATELY LOW

IN COMPARISON WITH OUR NEEDS. NEVERTHELESS IT IS MY PRESENT

FEEL-ING THAT OUR RECEIPTS DO, IN FACT, REFLECT THE CONGRESSIONAL

INTENT, WITH THE EXCEPTION OF THE EFFECT OF JUST ONE PROVISION

OF THE EXISTING LAW - THE DEFINITION OF THE-TERM *TOWNSHIP'.

I SUBMIT THAT THIS ONE' PROVISION OF THE ACT HAS INAD-

VERTENTLY FRUSTRATED THE CONGRESSIONAL INTENT, DUE TO A

QUIRK OF AMBIGUOUS NOMENCLATURE, DIFFERENT METHODS OF ALLOCA-

TIONS ARE REQUIRED AMONG SIMILARLY SITUATED MUNICIPALITIES

1Appendix H, page 19

1
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WITHIN COUNTY AREAS IN THE FOUR STATES OF MASSACHUSETTS, NEW

JERSEY, RHODE ISLAND AND WISCONSIN, ACCORDING TO THE ACCIDENT

OF WHETHER OR NOT THESE MUNICIPALITIES HAPPEN TO BE CALLED

TOWNSHIPS - DESIGNATIONS WHICH WERE AFFIXED LONG BEFORE THE

ADVENT OF GENERAL REVENUE-SHARING. IT IS INCONCEIVABLE THAT

THIS "TOWNSHIP INEQUITY" COULD REFLECT THE CONGRESSIONAL

INTENT,

II, THE MINISH AMENDMENT:

ON JUNE 10, 1976, CONGRESSMAN JOSEPH G. MINISH OFFERED
AN AMENDMENT TO THE GENERAL REVENUE SHARING RENEWAL LEGIS-

LATION (H.R. 13367) WHICH WOULD HAVE REDEFINED THE TERM
TOWNSHIP TO ELIMINATE THIS "TOWNSHIP INEQUITY". EVEN THOUGH

THE MINISH AMENDMENT WAS FAVORED 24 TO 92 BY THE DELEGATIONS

OF THE FOUR STATES IT WOULD HAVE AFFECTED, THE AMENDMENT

UNFORTUNATELY WAS DEFEATED BY A VOTE OF 229 TO 158.
FAILURE BY THE SENATE TO INCORPORATE THE LANGUAGE OF THE

MINISH AMENDMENT IN THE FINAL RENEWAL LEGISLATION WILL PER-

PETUATE FOR ANOTHER THREE YEARS AND NINE MONTHS THE "TOWNSHIP

INEQUITY" THAT HAS AFFLICTED US FOR THE PAST FIVE YEARS,

DURING WHICH CERTAIN MUNICIPALITIES - IN FOUR STATES - THAT

ARE TOWNSHIPS IN NAME ONLY HAVE RECEIVED WINDFALL ALLOCATIONS

AT THE EXPENSE OF THEIR NEIGHBORS.

III, RECOMMENDATION:

I RESPECTFULLY URGE THE SENATE COMMITTEE ON FINANCE TO

AMEND H.R. 13367 TO INCORPORATE THE LANGUAGE OF THE MINISH

2
Appendix A, page 12

2
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AMENDMENT WHICH STATED:

SEC. 13, SECTION 108 (D) (3) Of THE ACT IS AMENDED

AS FOLLOWS:

"(3) TOWNSHIPS, - THE TERM "TOWNSHIP" INCLUDES

EQUIVALENT SUBDIVISIONS OF GOVERNMENT HAVING DIFFER-

ENT DESIGNATIONS (SUCH AS "TOWNS"), AND SHALL BE

DETERMINED ON THE BASIS OF THE SAME PRINCIPLES AS

ARE USED BY THE BUREAU OF THE CENSUS FOR GENERAL

STATISTICAL PURPOSES, BUT SHALL NOT INCLUDE ANY SUB-

DIVISIONS OF GOVERNMENT LOCATED IN STATES WHICH HAVE

THE ENTIRETY OF THEIR TERRITORIAL LIMITS DIVIDED INTO

GENERAL PURPOSE MUNICIPALITIES AND TOWNSHIPS (AS

DEFINED BY THE BUREAU OF THE CENSUS FOR GENERAL

STATISTICAL PURPOSES), NONE OF WHICH OVERLAP."

IV. WHAT THE PROPOSED AMENDMENT WILL NOT DO:

1, THE PROPOSED AMENDMENT WILL NOT AFFECT INTERSTATE ALLOCA-

TIONS AMONG THE 50 STATES AND WASHINGTON, D.C. EACH WILL

RECEIVE THE SAME INTERSTATE ALLOCATION IT WOULD HAVE RE-

CEIVED WITHOUT THE AMENDMENT.

2. THE PROPOSED AMENDMENT WILL NOT AFFECT INTRASTATE ALLOCA-

TIONS DOWN TO THE COUNTY GOVERNMENT LEVEL IN ANY OF THE

50 STATES. EACH COUNTY AREA AND COUNTY GOVERNMENT WILL

RECEIVE THE SAME ALLOCATION IT WOULD HAVE RECEIVED WITH-

OUT THE AMENDMENT. (WASHINGTON, D.C., OF COURSE, HAS NO

INTRASTATE ALLOCATIONS.)

3
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3. THE PROPOSED AMENDMENT WILL NOT AFFECT INTRASTATE ALLOCA-

TIONS IN ANY OF THE 46 STATES OTHER THAN MASSACHUSETTS,

NEW JERSEY, RHODE ISLAND AND WISCONSIN, ALL LOCAL

GOVERNMENTS IN THESE 46 STATES WILL RECEIVE THE SAME

ALLOCATIONS THEY WOULD HAVE RECEIVED WITHOUT THE AMEND-

MENT.

V. WHAT THE PROPOSED AMENDMENT WILL DO:

1. THE PROPOSED AMENDMENT WILL AFFECT INTRASTATE ALLOCATIONS

BELOW THE COUNTY GOVERNMENT LEVEL IN MASSACHUSETTS, NEW

JERSEY, RHODE ISLAND AND WISCONSIN 3 BY PROVIDING, FOR THE

FIRST TIME, EVEN-HANDED THREE-FACTOR FORMULA DISTRIBUTIONS

AMONG ALL GENERAL PURPOSE MUNICIPALITIES IN EACH COUNTY

AREA, REGARDLESS OF WHETHER ANY SUCH MUNICIPALITIES HAP-

PEN TO BE'CALLED "TOWNSHIPS",

2. THE PROPOSED AMENDMENT WILL PRECLUDE THE NECESSITY

FOR WASTEFUL, COSTLY CHARTER CHANGES TO OR FROM "TOWN-

SHIP" BY MUNICIPALITIES IN MASSACHUSETTS, NEW JERSEY,

RHODE ISLAND AND WISCONSIN TO IMPROVE THEIR REVENUE

SHARING ALLOCATIONS. IT WOULD BE A SHAME FOR INACTION

BY THE CONGRESS TO TRIGGER-SUCH AN UPHEAVAL IN THESE

FOUR STATES.

3. THE PROPOSED AMENDMENT WILL SUBSTANTIALLY INCREASE THE

ALLOCATION OF NEWARK, N.J. HAD THE AMENDMENT BEEN IN

EFFECT DURING ENTITLEMENT PERIOD 6 (7/1/75-6/30/76),

Appendix B, page 13
4.
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NEWARK WOULD HAVE RECEIVED AN ESTIMATED INCREASE OF $518,035

IN ITS ALLOCATION
4

VI. WHY THE PROPOSED AMENDMENT IS NEEDED FOR MASSACHUSETTS, NEW
JERSEY, RHODE ISLAND AND WISCONSIN TO RECEIVE EQUITABLE ALLOCA-
TIONS BELOW THE COUNTY GOVERNMENT LEVEL:

THE GENERAL REVENUE SHARING LEGISLATION (P.L. 92-512)

.PROVIDES FOR COUNTY AREA ALLOCATIONS TO BE DIVIDED (AFTER

SPECIAL PROVISIONS FOR INDIAN TRIBES AND ALASKAN NATIVE

VILLAGES, IF ANY) INTO SEPARATE "POTS" FOR THE COUNTY GOVERN-

MENT, THE TOWNSHIPS, IF ANYj AS A GROUP, AND THE OTHER MUNI-

CIPIALIrIES AS A GROUP. THE BASIS FOR THIS DIVISION IS

ADJUSTED TAXES ALONE. IN EFFECT, THIS IS A ONE-FACTOR FORMULA

ALLOCATION, THE FACTORS OF POPULATION AND RELATIVE INCOME ARE

IGNORED. THIS PROCEDURE WAS DESIGNED FOR STATES HAVING INCOR-

PORATED OVERLAPPING JURISDICTIONS OR UNORGANIZED AREAS OR

BOTH.

MASSACHUSETTS, NEW JERSEY, RHODE ISLAND AND WISCONSIN,

ON THE OTHER HAND, HAVE THE ENTIRETY OF THEIR RESPECTIVE-TER-

RITORIAL LIMITS DIVIDED INTO GENERAL PURPOSE MUNICIPALITIES

AND TOWNSHIPS (OR TOWNS), NONE OF WHICH OVERLAP. IN THESE

STATES, TOWNSHIPS (OR TOWNS), ARE INDISTINGUISHABLE IN FUNCTION

FROM OTHER MUNICIPALITIES SUCH AS CITIES, BOROUGHS AND VIL-

LAGES. IT IS, THEREFORE, INAPPROPRIATE TO SET UP SEPARATE

"POTS" FOR SUCH TOWNSHIPS (OR TOWNS) WITHIN THEIR COUNTY AREAS

ON THE BASIS OF ADJUSTED TAXES ALONE. HUGE INEQUITIES CAN

AND HAVE OCCURRED, PARTICULARLY WHEN THE PER CAPITA INCOME

4
Appendix C, page 14
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OF THE TOWNSHIPS AS A GROUP IS SUBSTANTIALLY EITHER ABOVE

OR BELOW THE AVERAGE PER CAPITA INCOME OF THE COUNTY IN

WHICH THEY ARE LOCATED. THE PROPOSED AMENDMENT WILL ELIMINATE

SUCH INEQUITIES IN THESE FOUR STATES.

IT IS IRONIC THAT THE LETTER TO CONGRESSMAN MINISH FROM

THE DIRECTOR OF THE BUREAU OF THE CENSUS5 WHICH IDENTIFIED THE

FOUR STATES OF MASSACHUSETTS, NEW JERSEY, RHODE ISLAND AND

WISCONSIN AS THE ONLY STATES MEETING THE SPECIFICATIONS IN

THE MINISH AMENDMENT, WAS DATED JUNE 10, 1976 - TOO LATE FOR

USE IN THE DEBATE ON THE AMENDMENT WHICH TOOK PLACE ON THAT

SAME DAY. ONE MAY SPECULATE WHETHER THE AMENDMENT MIGHT HAVE

BEEN PASSED BY [HE HOUSE HAD THE CENSUS DIRECTOR'S LETTER BEEN

AVAILABLE PRIOR TO THE VOTE, INDEED, THE TRANSCRIPT OF THE
6

DEBATE REVEALS THAT THERE WERE UNRESOLVED QUESTIONS ABOUT

THE EXTENT OF APPLICABILITY OF THE AMENDMENT,

VII. EFFECT OF THE PROPOSED AMENDMENT ON ESSEX COUNTY, N.J.:

THE ESTIMATED EFFECT OF THE PROPOSED AMENDMENT ON THE

ENTITLEMENTS OF THE 22 MUNICIPALITIES IN ESSEX COUNTY HAS
BEEN CALCULATED (BASIS: EP-6, 7/1/75-6/30/76) AND TABULATED
ON A DOLLAR BASIS 7 AND A PER CAPITA BASIS

DURING EP-6, THE TOWNSHIP "POT" - BASED ON ADJUSTED TAXES

ALONE-FOR THE FOUR ESSEX COUNTY TOWNSHIPS OF CEDAR GROVE,

LIVINGSTON, MAPLEWOOD AND MILLBURN WAS $1,221,56 OR 8.7% OF
THE $14,042,092 COMBINED TOWNSHIP AND NON-TOWNSHIP "POTS".

5
Appendix B, page 13

6
Congressional Record, Vol. 122, No. 89, pp. H 5644-5646

- 7
Appendix C, page 14 

8
Appendix D, page 15
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HAD THE PROPOSED AMENDMENT BEEN IN EFFECT, WITH ALL 22

MUNICIPALITIES IN THE COUNTY SHARING EQUITABLY ACCORDING TO

THE 3-FACTOR FORMULA, THE "POT" FOR CEDAR GROVE, LIVINGSTON,

MAPLEWOOD AND MILLBURN WOULD HAVE BEEN ONLY $411,268 OR BUT
2,9% OF THE TOTAL:

DUE TO A CAPRICIOUS QUIRK OF THE LAW, THE FOUR ESSEX

COUNTY TOWNSHIPS HAVE THUS BEEN RECEIVING WINDFALL ALLOCA-

TIONS AT THE EXPENSE OF THEIR NEIGHBORS DURING THE PAST FIVE

YEARS. FURTHERMORE THE SIZE OF THE WINDFALLS HAS BEEN INCREAS-

ING. DURING EP-1 AND EP-2 (111/72 - 12131172) THE ESSEX COUNTY
TOWNSHIP "POT" WAS 8.3% OF THE TOTAL FOR TOWNSHIPS AND OTHER

MUNICIPALITIES. THE GROWTH TO 8.7% OF THE TOTAL BY EP-6
REPRESENTS A 4.8% INCREASE IN THE SIZE OF THE TOWNSHIP "POT"

DURING THIS PERIOD,

THIS INCREASE IN THE TOWNSHIP "POT" HAS CONTRIBUTED TO

AN ADVERSE TREND IN NEWARK'S ALLOCATIONS. NEWARK, WHICH WAS AT

THE 145% CONSTRAINT LEVEL DURING EP-1 AND EP-2, WAS PULLED DOWN
$518,000 BELOW THE CONSTRAINT LEVEL BY EP-6. THIS AMOUNT

WOULD HAVE BEEN RESTORED AND NEWARK WOULD HAVE REMAINED AT

THE 145% CONSTRAINT LEVEL HAD THE PROPOSED AMENDMENT BEEN IN
EFFECT,

9110
ACCORDING TO THE CALCULATIONS THE ESSEX COUNTY UNCON-

STRAINED NON-TOWNSHIPS WOULD HAVE HAD THEIR ENTITLEMENTS

INCREASED BY THE PROPOSED AMENDMENT BY ABOUT 6.6% EACH WHILE

THE UNCONSTRAINED TOWNSHIPS WOULD HAVE HAD THEIR ENTITLEMENTS

REDUCED BY ABOUT 69.3%. THE IMPORTANT POINT HERE IS NOT

9
Appendix C, page 14

10
Appendix D, page 15
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THE SIZE OF THE DECREASES THE TOWNSHIPS WOULD HAVE EXPER-

IENCED, BUT THAT THEIR DATA ELEMENTS DIDN'T JUSTIFY THEIR

HAVING RECEIVED SUCH LARGE AMOUNTS IN THE FIRST PLACE.

VIII. EFFECT OF THE PROPOSED AMENDMENT ON ATLANTIC COUNTY, N.J,:

IT SHOULD NOT BE CONCLUDED THAT THE "TOWNSHIP INEQUITY"

ALWAYS FAVORS TOWNSHIPS, IN ATLANTIC COUNTY, N.J., FOR EXAMPLE,

IT FAVORS NON-TOWNSHIPS. THE RELATIONSHIP OF THE DATA ELEMENTS

OF TOWNSHIPS VIS-A-VIS NON-TOWNSHIPS IN EACH COUNTY DETERMINES

WHICH WILL DO BETTER.

ACCORDING TO CALCULATED ESTIMATES ON A DOLLAR
11 

AND PER

12
CAPITA BASIS, THE PROPOSED AMENDMENT WOULD HAVE INCREASED

THE ATLANTIC COUNTY TOWNSHIP ENTITLEMENTS BY 15,3% DURING

EP-6, WHILE THE UNCONSTRAINED NON-TOWNSHIPS WOULD HAVE LOST

2.4% (ATLANTIC CITY WOULD HAVE REMAINED AT THE 145% CONSTRAINT

LEVEL), ATLANTIC COUNTY TOWNSHIPS HAVE BEEN PENALIZED UNFAIRLY

BY THE PRESENT LEGISLATION.

THE ONLY EVEN-HANDED SOLUTION TO THE "TOWNSHIP INEQUITY"

IS THE ADOPTION OF THE PROPOSED AMENDMENT,

IX. OPTIONS IN THE ABSENCE OF REMEDIAL LEGISLATION:

IN THE ABSENCE OF REMEDIAL LEGISLATION, WHAT OPTIONS ARE

AVAILABLE TO AGGRIEVED MUNICIPALITIES SUCH AS MONTCLAIR?

ONE OPTION, CERTAINLY, WOULD BE TO CONTINUE TO ACCEPT OUR

FATE AS WE HAVE HAD TO DO FOR THE PAST FIVE YEARS. NO DOUBT

MANY MUNICIPALITIES WILL CONTINUE TO DO JUST THAT,

ANOTHER OPTION WOULD BE TO TRY AGAIN TO HAVE REMEDIAL

LEGISLATION ENACTED WHEN THE PROGRAM NEXT COMES UP FOR RENEWAL

llAppendlx E, page 16

1 2
Appendix F, page 17
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IN THREE YEARS AND NINE MONTHS. BUT, THERE IS NO REASON

TO BELIEVE THAT THE CHANCE FOR SUCCESS WOULD BE ANY BETTER

THEN.

A THIRD ALTERNATIVE WOULD BE TO USE THE OPTIONAL FORMULA

ALLOCATION RULE WHICH PERMITS A STATE BY LAW TO ALLOCATE FUNDS

AMONG COUNTY AREAS OR AMONG UNITS OF LOCAL GOVERNMENT (OTHER

THAN COUNTY GOVERNMENTS) ON THE BASIS OF POPULATION TIMES THE

GENERAL TAX EFFORT FACTORS, OR POPULATION TIMES THE RELATIVE

INCOME FACTORS OR BY ANY COMBINATION OF THOSE TWO FACTORS.

THIS OPTION QUITE UNDERSTANDABLY HAS NOT BEEN EXERCISED BY

ANY STATE TO DATE. NOR IS IT LIKELY TO BE. THE POSSIBLE

COMBINATIONS ARE INFINITE AND A GENERALLY ACCEPTABLE RESULT

CAN SCARCELY BE IMAGINED. MOREOVER, IT DOESNt: ADDRESS ITSELF

TO THE PROBLEM, WHICH IS A FAULTY, AMBIGUOUS DEFINITION OF

THE TERM "TOWNSHIP".

A FOURTH OPTION, WOULD BE FOR MUNICIPALITIES TO CHANGE

THEIR CHARTERS TO OR FROM TOWNSHIP, WHICHEVER WOULD RESULT

IN THE LARGER REVENUE SHARING ALLOCATION. IN ESSEX COUNTY,

N. J., TOWNSHIPS FARE BETTER. CALCULATIONS SHOW THAT HAD

MONTCLAIR REVERTED TO THE TOWNSHIP STATUS IT LAST ENJOYED IN

1894, AND NO OTHER ESSEX COUNTY MUNICIPALITIES HAD CHANGED

CHARTERS, MONTCLAIR'S EP-6 ENTITLEMENTS WOULD HAVE BEEN

INCREASED BY AN ESTIMATED $534,552 OR 232.9%Z13 . THE OTHER

TOWNSHIPS' ENTITLEMENTS WOULD HAVE BEEN DECREASED BY 4.1Z

AND THE'UNCONSTRAINED NON-TOWNSHIPS DECREASED BY ABOUT 3.9Z.

13
Appendix G, page 18
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LOOKING TO THE FUTURE, A MORE LIKELY SCENARIO FOR ESSEX

COUNTY WOULD BE: NOT FOR MONTCLAIR ALONE, BUT FOR ALL 16
UNCONSTRAINED NON-TOWNSHIPS TO BECOME TOWNSHIPS. IN THIS

EVENTp THE RESULT WOULD BE EXACTLY AS IF THE PROPOSED AMEND-

MENT HAD BEEN ENACTED 14, THE 3-FACTOR FORMULA AND CONSTRAINT

LEVELS WOULD THEN DETERMINE THE ALLOCATIONS OF ALL 22 ESSEX

COUNTY MUNICIPALITIES.

HOWEVER, THIS WOULD NOT BE A VERY ATTRACTIVE OPTION FOR

ESSEX COUNTY MUNICIPALITIES. IT WOULD INVOLVE WASTEFUL COSTS

FOR STATIONERY, SIGNS, MAPS AND PROBABLY REFERENDA. IT ALSO

WOULD REQUIRE LEGISLATION AT THE STATE LEVEL TO PROVIDE FOR

REVERSION TO TOWNSHIP STATUS, AND, IT WOULD TAKE TIME.

IN ATLANTIC COUNTY, ON THE OTHER HAND, THE INDICATED

CHANGES TO NON-TOWNSHIP CHARTERS WOULD BE SOMEWHAT EASIER.

CURRENT LAW PROVIDES FOR THIS.

HOWEVER, ALL CASES OF CHARTER CHANGES WOULD BE INCON-

VENIENT, COSTLY AND TIME CONSUMING. THE DELAY ALONE COULD

RESULT IN LOSS OF A SUBSTANTIAL PART OR ALL OF THE EXPECTED

BENEFITS. IN ADDITION, THERE MIGHT BE PSYCHOLOGICAL BARRIERS,

THE TOWNSHIP OF NEWARK MAY NOT SOUND VERY IMPOSING TO NEWARK

RESIDENTS - EVEN THOUGH IT WOULD BE WORTH OVER HALF-A-MILLION

DOLLARS A YEAR IN ADDITIONAL REVENUE SHARING,

THUS, NONE OF THE AVAILABLE OPTIONS ARE REALLY VERY

SATISFACTORY. IT IS EARNESTLY HOPED THAT THE CONGRESS WILL

SPARE US THE AGONY OF HAVING TO TRY TO SOLVE THE PROBLEM OUR-

SELVES THE HARD WAY, WHEN THE STRAIGHTFORWARD SOLUTION WOULD

BE THE ENACTMENT OF THE PROPOSED AMENDMENT.

14
Appendix C, page 14
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X. CONCLUSION:

DURING THE DEBATE Oil THE MINISH AMENDMENT ON THE FLOOR

OF THE HOUSE ON JUNE 10, 1976, CONGRESSMAN MINISH SAID15 ,

"I WOULD HOPE THAT NOW THAT THE HOUSE IS AWARE OF THE INEQUI-

TIES IN THE REVENUE SHARING PROGRAM THAT IT WOULD AT LEAST

CORRECT THIS SECTION OF THE BILL. THIS IS AN UNBELIEVABLE

SITUATION, AND I DO NOT THINK THAT ANYONE WHO UNDERSTANDS

THIS AMENDMENT CAN VOTE AGAINST IT."

THE PROPOSED AMENDMENT IS NEEDED - TO CORRECT INEQUITIES

IN THE FOUR STATES OF MASSACHUSETTS, NEW JERSEY, RHODE ISLAND

AND WISCONSIN. IT WILL NOT AFFECT ANY OTHER STATES OR THE

DISTRICT OF COLUMBIA. IT WILL PROVIDE ADDITIONAL FUNDS FOR

NEWARK, N.J., WITHOUT DEPRIVING ANY OTHER ESSEX COUNTY MUNI-

CIPALITIES OR TOWNSHIPS OF ALLOCATIONS THAT CAN BE JUSTIFIED

ON THE BASIS OF THEIR DATA ELEMENTS,

IT WILL NOT CHANGE THE GENERAL REVENUE SHARING ALLOCA-

TION PROCEDURE OR FORMULAS ONE IOTA; IT WILL ONLY CHANGE

THE DEFINITION OF 'TOWNSHIP", WHICH IS AMBIGUOUS AS NOW

APPLIED IN THESE FOUR STATES AND THESE FOUR STATES ALONE,

THE PROPOSED AMENDMENT SHOULD BE ENACTED. I RESPECT-

FULLY URGE THE COMMITTEE ON FINANCE AND THE SENATE TO INSURE

THAT THIS IS DONE,

15
Congressional Record, Vol. 122, No. 89, page H5645

11
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APPENDIX A

VOTE G i THE MINISH AMENDMENT TO H. R. 13367

Defeated June 10, 1976: ayes 158, noes 229, not voting 44

NOTES: 1. The Minish Amendment would not have affected Interstate
Allocations among the 50 States and D.C.

2. The Minish Amendment would have affected Intrastate
Allocations in only four states (N.J., Mass., R.I., and
Wis.)

3. The Minish Amendment would not have affected Intrastate
Allocations in the other 46 States.

4. The Minish Amendment carried the Congressional Delegations
of the 4 affected States of N.J., Mass., R.I., and Wis.
by a vote of ayes 24, noes 9, not voting 5, as follows:

AYES - 24

N.J.: Florio
Hughes
Howard
Fenwick
Maguire
Roe
Rodino
Minish
Rinaldo
Meyner
Patten

R.I.: St. Germaine

NOES - 9

N.J.: Forsythe

MASS: McDonald

WIS.: Aspin-1 Kastenmeier

MASS: Conte
Boland
Early
Drinan
Tsongas
Harrington
O'Neill
Moakley
Heckler
Burke
Studds

WIS.: Zablocki

WIS.: Baldus
Reuss
Steiger
Obey
Cornell

NOT VOTING - 5

N.J.: Thompson (paired for)
Helstoski (paired for)
Daniels (paired for)

R.I.: Beard (paired for)

WIS.: Kasten (paired against)

12
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APPENDIX B

U." UNITED STATES DEPARTMENT OF COMMERCE
Bureau of the Census

T Wash-igton. 0 C 20233

OFFICE OF TtE IfIECTOR

JUN 10 1976

Honorable Joseph G. Minish
House of Representatives
Washington, D.C. 20515

Dear Mr. Minish:

-T{f-t;-;s,, response to the telephone request from your staff for a list of
the States which have tho entirety of their territorial limits divided into
general purpose municipalities and townships, none of which overlap. The
term "township" is understood to include "town" in the New England States,
New York, and Wisconsin.

The only States that meet these requirements are Massachusetts. New Jersey,
tMlde Island, and Wisconsin.

However, attention should be called to the fact that certain other States
fail to meet these criteria by a relatively narrow margin. Two States
are divided into general purpose municipalities and townships but contain
a few small unorganized areas (comprising less than one percent of their
population) that are not included in any general purpose municipality.
These States are New Hampshire and Pennsylvania.

One Sti-e, Connecticut, is entirely divided into general purpose mouicipal-
ities but does contain a few overlapping (dependent) incorporated places.
These overlapping places account for a relatively small fraction of the
State's population.

There are also three States that contain some unorganized areas (comprising
a small fraction of the State's population) and that also have a few over-
lapping (dependent) incorporated places. These States are Maine, Minnosota,
and Vermont.

There are ten other States that contain governmental entities of the township
type. These ten States are Illinois, Indiana, Kansas. Michigan, Missouri.
Nebraska, New York, North Dakota, Ohio, and South Dakota. In all of these
States, many or most of the incorporated places are overlapping (dependent).
Several of these States also contain extensive areas that are not within
any general purpose municipality.

If we can be of any further assistance, please let me know.

Sincerely, , %

VINCENT P. BARABBA 4UG ,
Director !% 4nu,766.
Ouredu Of the Census 4,V,~o~
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APPENDIX C

PROPOSED ESSEX COUNTY# N.J.
ENTITLEMENTS WITH TOWNSHIPS

TREATED SAME AS OTHER MUNICIPALITIES

Final Data Elements,
Entitlement Period 6 Gain (4)
(7/1/75 - 6/30 76) EP-6 Alter- or Loss (-

19721 Final native
Per- F/Y 1974 Entitle- Procedure

1973 Cap. Adj. Taxes ment, Entitle-
Municipality Pop. Inc,S Dollars Dollars ment, $ 9

lelleville Town- -37586 4471 5,805,561 362,634 386,58 + 23954 + 6.
sloomfield Town 51525 4883 8,078,886 423,122 451,015 27893 + 6.lCaldwell Bore 

855 0 57= 

+.3.2 
326 4.6 8

'ast Orange City 73574 4565 14,139,313 847,054 903,150 1 56096 + 6.
:ssex Fells Boro 2506 9801 512,369 9,0741 9,074* 0 0.' Boro 724 4547 1,20186 2 77J37 + 4855 + 6.

Glen Ridge Boro 8494 6521 1,476,628 43,375 46,223 + 2848 + 6.
rvington Town 58012 4361 8,260,909 542,099 578,188 36089 + 6.

,.jntcldir Town 42967 6495. 7,753.607 229.550 244.550 + 15108 6.INewark City 364534 2964 63,685,912 9,051,696 9,569.711 518035 + 5.
lorth Caldwell Bor 6856 7449 897,673 24,827' 24,827* 0 0.lutley Town 354 98 4 .56565 238,65 ) .. 254,6 157 0 6. 6

Orange City 31956 4155 5,944,001 429,915 458,300 28385 + 6.
"oseland Boro 4629 5163 895,987 41,970 44,742 2772 + 6.
•outh O)rn V,. 16924 8550 4.249445 72 77,377 0 4797 + 6.6
Verona Boro 15139 6253 1,802,667 57,572 61,369 3797 + 6.6
IWest Caldwell Boro 12084 5964 1,643,884 57,706 61,519 + 3813 + 6.
iest Orange Town 43128 5716. 7,141,639 272,990 290,956 + 17966 * 6.+

Sub-Total:
18 Non-Townships 817263 4219 139,191,425 12,820.636 13,585,619 +764983 + 6.0

Cedar Grove Twp. 14650 4296 1,357,586 318,918 97,916 -221002 -69.3~ivi ngtOn To. 307 6646 3 Z09,261 34,72 1, 9
7  

-205000 -65.1
laplewood Twp. 24428 6488 4,041,126 416I,02 127,779 -TI1413-69I3

lillburn Twp. 20876 10861 4,662,329 171,364 75,591 - 95773 -55.9

Sub-Total:
4 Townships 90325 7193 13,270,302 1,221,456 411,268 -810188 -66.

Total:
22 Municipalities 907588 4515 152,461,727 14,042,092 13,996,887 - 45205 - 0.3

* Constrained by 145% or 20% Rules

Note: Alternative Procedure Entitlements are calculated estimates
which need to be refined by computer to distribute constrained
overaqes and underages among unconstrained local governments
throughout the State.

l4
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APPENDIX D

PROPOSED ESSEX COUNTY, N.J.
PER CAPITA ENTITLEMENTS WITH TOWNSHIPS
TREATED SAME AS OTHER MUNICIPALITIES

Per Cap. Per Cap. Gain (+)
EP-6 Alter- or-Loss (-)
Final native

Entitle- Procedure
meant, Entitle-

Municipality Dollars meant, $ $ I

Belleville Town 9.65 10,29 +0.64 + 6.6
Bloomfield Town 8.21 8.75 +0.54 + 6.6
Caldwell Boro 5.06 5.40 +0.34 + 6.6
East Orange City 11.51 T22 +0.77 + 6.6
Essex Fells Boro 3.62* 3.62* 0.00 0.0
Fairfield Boro 10,01 10.68 +0.67 + 6.6
Glen Ridge Boro 5.11 5.44 +0.33 + 6.6
Irvington Town 9.34 9.97 +0.63 + 6.6
Montclair Town 5.34 5.69 +0.35 + 6.6
Newark City 24.83 6.5 +1.42 + 5.7
North Caldwell Boro 3.62* 3.62* 0.00 0.0
Nutley To.wn 7.56 8.06 +0.50 + 6.6
Orange City_ 13.45 14.34 +0.T + 6.6
Roseland Boro 9.07 9.67 +0.60 + 6.6
South Orange Villaqe 4.29 4.57 +0.28 + 6.6
Verona Boro 3.80 4.05 90.5 + 6.6
West Caldwell Boro 4.78 5.09 +0.31 + 6.6
West Oranqe Town 6.33 6.75 +0.42 + 6.6

Sub-Total :
18 Non-Townships 15.69 16.62 +0.93 + 6.0

Cedar Grove Twp. 21.77 6.68 -15.09 -69.3
Livingston Twp. 10.37 3.62* - 6.75 -65.1
Maplewood Twp. 17.04 5.23 -i.81 -69.3
Millburn Twp. 8.21 3.62* - 4.59 -55.9

Sub-Total
4 Townships 13.52 4.55 - 8.97 -66.3

Total
22 Municipalities 15.47 15.42 - 0.05 - 0.3

* Constrained by 145% or 20% Rules

Note: Alternative Procedure Entitlements are calculated
estimates which need to be refined by computer to dis-
tribute constrained overages and underages among uncon-
strained local governments throughout the State.

15
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APPENDIX E

PROPOSED ATLANTIC COUNTY, N. J.

TREATED SAME AS OTHER M-UNIC I CITIES

Final Data Elements,
Entitlement Period 6 Gain (*}
(7/1/75 - 6/30/761 EP-6 Alter- or Lo S -

1972 Final native
Per- F/Y 1974 Entitle- Procedure

1973 Cap. Adj. Taxe .ment, Entitle-
Municipality Pop. lnc,$ Dollars Dollars ment, $ $

Absecon City 6,700 4,067 656,447 53,179 51,928 -1,251 -2.4
Atlantic City City 46,361 3,216 16,746,929 1,217,0670 1,217,067' 0 0.0

riqantne Cit 7,704 4.139 1,445.953 I11,2 110 437 -2,675 -. 4
lHuena Boro. 3,464 3,432 203,020 311 11 ,437 5603 -2.4

Corbin City City 272 3,881 21,908 1,948 1,903 - 45 -2.4
Egg Harbor City 4389 3,80Q 407.598 36.286 35.426 - 860 -2.4
Estell Manor City 586 3,249 107,510 13,654 13,326 - 328 -2.4
Folso Boro. 1,941 3,564 100.821 10,633 10,386 . 247 -2.4
-L-ton Town 12,400 3,746 9. 6I2 95,92. . ,J89 -2.043 -2.4
Liuwood City 6,849 4,715 562,360 33,885 33,098 - 787 -2.4
1ongport Boro 1,363 7,045 567,853 15,333 14,970 - 363 -2.4
Matrgte C tv 10.857 6.261 1,881,947 64,323 62.816 -1507 -2.4
Northfield City 9,061 4,205 940,282 71,247 69,579 -1,6I , '.4
I'leasantville City 14,679 3,341 1,926,599 231,284 225,835 -5,449 -2.4
SNoP.t RePlLc 640 4.044 68.222 5.591 . 458 - 1 3 -2.4
homers Point City 9,658 4,154 1,158,363 89,962 87,834 -2,128-.4
Ventnor City City 11,366 4,841 2,569,802 146,984 143,477 -3,507 -2.4

Sub-Total: 17Non-Townships 148,290 3,967130,267,296 2,217.533 2,189,982 -23,551 -1.1

Buena Vista TNp. 4,685 2,899 400,475 55,155 63,595 + 8,440 +15.3
Egg Harbor Twp. 12,621 3.363 1,947,359 - 193,046 222,636 +29,590 +15.3

Noyw 8932 3.27 777,74 77,405 89
. 2

86 +11.,881+15.3lailto p. , 3,496 972,034 90,i90 -104,062 +13,072 +15.3
IMullica Twp. 3,659 2,999 478,233 60,350 69,573 + 9,223 +15.3
Weymouth Twp. 1,085 2,768 80,675 11,946 13,777 + 1,831 +15.3

Sub-Total: 6
Townships 38,352 3,290 4,664,519 488,092 562,929 +74,837 +15.3

Total: 23
Municipalities 186,642 3, 8 34,843,738 2,701,625 2,752,911 +51,286+ 1.9

* Constrained by 145% Rule

Note: Alternative Procedure Entitlements are calculated estimates
which need to be refined by computer to distribute constrained
overage and underages Among unconstrained local governments
throughout the State.
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APPENDIX F

PROPOSED ATLANTIC COUNTY, N.J.
PER CX'ITA ENTITLEMENTS WITH TOWNSHIPS
TREATED SAME AS OTHER MUNICIPALITIES

Per Cap. Per Cap. Gain (+)
EP-6 Alter- or Loss (-)
Final native

Entitle- Procedure
ment, Entitle-

Municipality Dollars ment, $ $

Absecon City 7.94 7.75 -0.19 - 2.4
Atlantic City City 26.25* 26.25* 0.00 0.0
Brigantine City 14.68 434 -0.34 1- 2.4
Buena Boro. 6.67 6.51 -0.16 - 2.4
Corbin City City 7.16 7.00 -0.16 - 2.4
Egg Harbor City 8.27 8.07 -0.20 - 2.4
Estell Manor City 23.30 22.74 -0.56 - 2.4
Folsom Boro. 5.48 5.35 -0.13 - 2.4
Hammonton Tovm 6.93 6.77 -0.16 - 2.4
Linwood City 4.95 4.83 -0.12 - 2.4
Longport Boro. 11.25 10.98 -0.27 - 2.4
Marqate City 5.92 5.79 -0.13 - 2.4
Northfield City 7.86 7.68 -0.18 2.4
Pleasantville City 15.76 15.38 -0.38 - 2.4
Port Republi .ity 8.74 8.53 -0.21 - 2.4
Somers Point City 9.31 9.09 -0.22 2.4
Ventnor City City 12.93 12.62 -0.31 - 2.4

Sub-Total: 17
Townships 14.93 14.77 -0.16 - 1.1

Buena Vista Twp. 11.77 13.57 +1.80 +15.3
Egg Harbor Twp. 15.30 17.64 +2.34 +15.3
Galloway 74v 8.67 10.00 +1.33 +15.3
Hamilton T'p. 12,24 14.2 +1.88 +15.3
Mullica Twp. 16.49 19.01 +2.52 +15.3
Weymouth Twp. 11.01 32.70 +1.69 +15.3

Sub-Total: 6
Townships 12.73 14.68 +1.95 +15.3

Total: 23
Municipalities 14.47 14.75 +0.28 + 1.9

' Constrained by 145% Rule

Note: Alternative Procedure Entitlem6nts are calculated
estimates which need to be refined by computer to
distribute constrained overages and underages among
unconstrained local governments throughout the State.

17
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APPENDIX G

PROPOSED ESSEX COUNTY, N.J. ENTITLEMENTS
WITH MONTCLAIR CHANGED TO A TOWNSHIP

UNDER EXISTING GENERAL REVENUE SHARING LEGISLATIONBasis: Entitlement Period-6 (7/1/7S 6/30/76)...

Alternative Gain (+)
KP-6 Final Entitlement, or Lois (-)

Entitlement, Montclair
Municipality -Dollars as Twp.,$ $

Belleville Town 362,634 348,674 - 13,960 - 3.8
Bloomfield Town 423,122 406,783 - 16,339 - 3.9
Caldwell Boro 43 296. 41.634 - 1,662 - 3.8
East Orange City 847,054 814,574 -32,480 - 3.0
Essex Fells Boro 9,074* 9,074* 0 0.0
Fairfield Boro 73.A523 69,789 - 2734 - 3.8
Glen Ridge Boro i 43,375 41,690 1,685 - 3.9
Irvington Town 542,099 521,482 - 20,617 - 43.8
MONTCLAIR TOWN 229.550 See Below See Belo% SeeBelow
Newark City 9,051,696 8,703,047 -348,'49 - 3.9
North Caldwell Boro 24,827* 24,827' 0 0.0
Nutley Town 238.65W 229.417 -- 9,236 - 3.9
Orange City 429,915 -3,352 16,563 3.9
Roseland Boro 41,970 40,354 - 1,616 - 3.9
South Orange Vi1. 72.580 69,789 - 2,791. - 3.8
Verona Boro 57,572 55,351 2,221 - 3.9
West Caldwell Boro 57,706 55,486 - 2,220 - 3.8
West Orange Town 272,990 262,421 - 10,569 - 3.9

Sub Total:
Non-Townships 12,820,636 12,107,744 - -

Cedar Grove Twp. 318,918 305,805 - 13,113 - 4.1
Livingston Twp. 314,972 302,058 - 12,914 - 4.1
Maplewood TwP. 416,202 - 399,105 - 17,097 4.1
Millburn Twp. 171,364 164,312 - 7,052 4.1
MONTCLAIR "TWP." See above 764,102 +534,552 +232.9

Sub Total:
Townships 1,221,456 1,935,382 - -

Total:
22 Municipalities 14,042,092 14,043,126 + 1,034 0.0

* Constrained by 20% Rule

Note: Alternative Procedure Entitlements are calculated estimates
which need to be refined by computer to distribute constrained
overage. and underage among unconstrained local governments
throughout the State.
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APPENDIX H

HIGHLIGHTS OF EFFORTS TO SECURE MORE EQUITABLE REVENUE SHARING

1. CONFERENCE IN TRENTON BETWEEN FULL MONTCLAIR COMMvISSION AND
MEMBERS OF GOVERNOR CAHILL'S STAFF, OCTOBER 27, 1972

2. CLOSE LIAISON (CORRESPONDENCE, CONFERENCES, TELEPHONE CONVER-
SATIONS WITH CONGRESSMAN FINISHH SINCE 1972

3. RESOLUTION ADOPTED BY MONTCLAIR COMMISSION, DECEMBER 12,
1972

4. CORRESPONDENCE WITH SENATOR CASE AND SENATOR WILLIAMS AND
CONFERENCES IN D.C. WITH MEMBERS OF THEIR STAFFS

5. EXTENSIVE CORRESPONDENCE AND SEVERAL CONVERSATIONS (IN N.J.,
N.Y. AND D.C.) WITH TREASURY SECRETARY SIMON

6. CONFERENCE WITH MR. GRAHAM W. WATT, DIRECTOR, OFFICE OF
REVENUE SHARING WITH MEMBERS OF HIS STAFF IN D.C., FEBRUARY
10, 1975 - PREPARED AND PRESENTED DISCUSSION BOOKLET ENTITLED,
"PROPOSALS FOR CORRECTING WEAKNESSES IN THE GENERAL REVENUE -
SHARING PROGRAM', 25 PAGES

7. CONFERENCE WITH COMMERCE SECRETARY DENT IN D.C., FEBRUARY
10, 1975

8. EXTENSIVE CORRESPONDENCE AND NUMEROUS TELEPHONE CONFERENCES
WITH VARIOUS GOVERNMENT AGENCIES AND PRIVATE ORGANIZATIONS,
SUCH AS, DEPARTMENT OF LABOR, INTERNAL REVENUE SERVICE, BUREAU
OF THE CENSUS, OFFICE OF REVENUE SHARING, NATIONAL SCIENCE
FOUNDATION, BROOKINGS INSTITUTE, STANFORD RESEARCH INSTITUTE,
WESTAT RESEARCH, SURVEY RESEARCH CENTER OF UNIVERSITY OF
MICHIGAN I

9. PRESENTED ORAL AND WRITTEN TESTIMONY TO INTERGOVERNMENTAL
RELATIONS AND HUMAN RESOURCES SUBCOMMITTEE, COMMITTEE ON
GOVERNMENT OPERATIONS, HOUSE OF REPRESENTATIVES, OCTOBER 23,
1975 - PREPARED TESTIMONY boOKLET ENTITLED,"'ECOMMENDED
AMENDMENTS TO THE PROPOSED REVENUE SIhARING RENEWAL LEGISLA-
TION",53 PAGES

10, CONFERENCE WITH TREASURY UNDER SECRETARY SCHMULTS IN DC.,
OCTOBER 23, 1975

11. CORRESPONDENCE WITH GOVERNOR BYRNE AND MEMBERS OF THE NEW
JERSEY CONGRESSIONAL DELEGATION.

19
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APPENDIX H (CONT'D)

12. RESOLUTION ADOPTED BY THE MONTCLAIR COMMISSION, OCTOBER
28, 1975-

13. NUMEROUS ORAL AND WRITTEN PUBLIC STATEMENTS INCLUDING
ADDRESS TO MONTCLAIR LIONS CLUB AND TAPED INTERVIEWS ON
"RAMBLING WITH ROBERTS" RADIO PROGRAM WOR-AM

111, PREPARED AND SUBMITTED WRITTEN STATEMENT TO THE SENATE
COMMITTEE ON FINANCE ENTITLED, "RECOMMENDATION TO AMEND
THE GENERAL REVENUE SHARING RENEWAL LEGISLATION (H.R. 13367),
AUGUST 16, 1976", 20 PAGES.

20



245

CHAMBER OF COMMERCE OF THE UNTE STATES,

Hon. RUSSELL B. ToNo, lWashington, D.C., August 25,1976.
Chairman, Committee on Finanoc, U.S. Senate,
Washington, D.C.

DEAR 3R. CHAIRMAN: The National Chamber urges you and the members of the
Senate Finance Committee to take prompt action to extend the State and Local
Fiscal Assistance Act of 1972, generally in the form of H.R. 13367.

Such an extension should include four vital provisions:
1. A simple purpose to provide fiscal assistance to state and local governments,

as its name implies. The Act should not be loaded with self-defeating, restrictive
additional purposes.

2. A minimum of federal strings. The Congress should not add a lengthy list
of requirements for federal review of particulars In the use of funds provided by
the Act, lest such requirements destroy the unique and beneficial character of the
idea. This is not a categorical grant program for which Congress bears the
primary operational responsibility, but a fiscal assistance program which focuses
the spotlight of public scrutiny and accountability on the state and local officials
who use the funds.

3. Multi-year funding, to allow state and local governments to forecast with
reasonable accuracy the revenues they oan expect front this Act. Such a provi-
sion is Important for efficient budgeting by the governments receiving funds. The"start-stop" annual uncertainty of traditional grant programs is one of the main
causes of their inefficiency. This Act has demonstrated that much better budget-
Ing procedures can lie used when sources and amounts of funds are more depend-
able and predictable.

4. Local accountability for spending choices of recipient gorernMtnnts. The pub-
lic must be informed and involved, but the Congress should refrain from man-
dating specific procedures. No single approach would be suitable for all 39,000
governments.

The Chamber supports extension of the State and Ioal Fiscal Assistance
Act containing the provisions just enumerated, because these provisions have been
the key elements In four and one-half years of experience which has produced
the following persuasive arguments for continuation:

1. It is working. There are few hitches, few complaints and a scandal-free
record during the distribution of almost $30 billion dollars to 39,000 governments.
No previous federal aid prograin-has even approached the degree of comprehen-
sive coverage, objectivity in distribution formula and assured basis of financing
which this Act demonstrates.

2. It is cost-effective. No new bureaucracy, federal or local, is required. Funds
can be used for the most urgent needs, and projects financed by the current Act
are costing measurably less to complete than are projects funded with categorical
grants. There Is an almost infinitesimal federal overhead cost: twelve one-hun-
dredths of one percent annually, compa.:ed to other programs which may have
overhead costs one hundred times larger. More of the total tax dollars actually
go to fill high-priority needs.

3. It allows true local decisions on priority needs. This is the basic revenue
sharing idea. The flexibility of revenue sharing dollars enabled countless gov-
ernments to adapt to recent economic problems to an extent Impossible under
traditional grant systems. Local decisions do not assure total agreement, of
course, and most complaints on the use of revenue sharing funds stem from sim-
ple differences of opinion on how local funds should be used. Information and
debate on local issues have stimulated citizen awareness of spending options.

4. It places final spending decisions with governments which are forced to
conserve funds and where the taxpayer has maximum influence. Only the fed-
eral government can consistently spend more than it takes in: local and state
governments must balance their budgets. By and large. local officials are more
accessible to the taxpayer than are federal officials. Citizens can reach a mayor
or county official by a local telephone call while federal officials are harder to
reach by virtue of distance alone.

5. Local chambers of commerce favor revenue sharing. The National Chamber
surveyed a sample of affiliated local chambers to determine their experience with
and atttudes toward revenue sharing. A majority of local chambers has been
Involved. at least informally, In suggesting how funds should be spent. An over-
whelming majority feels the program has been beneficial, especially in financing
projects which would not have been possible without this source of funds, and
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in improving financial management of local governments. A majority of cham-
bers favors revenue sharing as a form of aid over categorical or block grants,
regardless of how much money is available.

A copy of the complete summary report of the survey is attached for your
information.*

The strong mutual interest of the Congress and the Nation.Al Chamber in fed-
eral budget control causes me to emphasize our support for three-and-three-quar-
ter year entitlement financing for revenue sharing, as provided for in the Budget
Control and Impoundment Act of 1974, and in I.R. 13367. We favor this long-
term financing over the regular appropriations process because of the extreme
importance of assured financing to this unique program. Short-term funding
forces local governments to short-term programs, nullifying a basic intent of
revenue sharing: To give a wide range of choice on how funds should be spent.

In summary, the National Chamber supports a revenue sharing extension em-
bodying the basic features of the present law: Simple purpose, multi-year fund-
ing, a minimum of federal strings, and primary accountability to local voters
rather than to a federal agency. We hope you will push for such an extension,
and we stand ready to assist you or your staff in this effort.

Your consideration of our views will be appreciated, and we request that this
letter be made a part of the record of hearings.

Cordially, HILTON DAvis,

General Manager, Legislative Aotion.

*This was made a part of the official files of the committee.
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I. Summary of Present Law

The State and Local Fiscal Assistance Act of 1972 provided a new
and fundamentally different kind of fiscal aid to State and local gov-
ernments. The Federal Government provided very substantial aid to
State and local governments in the past. However, this has been in
the form of categorical aid which generally must be spent for rather
narrowly prescribed purposes and which does not give the State
and local governments much flexibility as to how the funds may be
used. Accordingly, the Congress concluded that there was need for a
new aid program to give the State and local governments the flexi-
bility that they need to use the funds for the most vital purposes in
their particular circumstances.

The fiscal assistance provided by the Act differed in several funda-
mental respects from other proposals which have been made for the
sharing of funds by the Federal Government with the States and
localities.

First, the local governments, although given considerable latitude
in the use of the aid funds, were also provided with general guidance
to give assurance that the funds will be spent for priority items.

Second, the Act provided for the distribution of specific dollaramounts of fiscal assistance rather than a percentage of Federal reve-
nues. This was preferred in order that the Federal Government not
add a new expenditure category which would grow at an uncontrolla-
ble rate.

Third, the act provided the fiscal assistance for a limited 5-year
period. This assures a review of the financial problems of State and
local governments after a period of time with the result that provi-
sion can be made for needed changes as they develop. At the same time
it gives assurance that these funds will be available to States and local-
ities during the current period when, because of economic and other
problems, the need for this assistance may well be at a peak level.

And fourth, the formulas for distributing the funds were designed
to encourage State governments as well as local governments to meet
their revenue needs to the greatest extent possible out of their own tax
sources, either by greater use of income taxes or other revenue sources.

More specifically, the Act appropriated $30.2 billion for aid to State
and local governments covering the period from January 1, 1972,
through December 31, 1976. The payments started at an annual rate of
$5.3 billion for calendar year 1972 and increased annually until they
reached a $6.65 billion annual rate for the second half of calendar
year 1976.

The following tabulation shows the amounts of aid appropriated for
distribution to State and local governments by fiscal years:

Amount j aidPeriod ",( MRione)
January 1, 1972, through June 30, 1972 -------------------------- $2 652
Fiscal year beginning July 1, 1972 ------------------------------ 5,42
Fiscal year beginning July 1. 1973 ------------------------------ 6,055
Fiscal year beginning July 1, 1974 ------------------------------ 6, 205
Fiscal year beginning July 1, 1975 ------------------------------ 6,355
July 1, 1976, through December 81, 1976 ------ ------------------ 8,327

Total --------------------------------------------
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These aid funds were distributed among the btates and the localities
on the basis of formulas which were design ed to recognize the varying
circumstances of particular States and localities throughout the coun-
try and "to put the money where the ]'eeds are."

Two-thirds of the total amount appropriated each year was distrib-
uted to local governments throughout the country and the remaining
one-third was distributed to the States. This division of funds was
provided because it was believed that local governments generally
have more pressing financial problems than the States and also because
approximately two-thirds of total State and local expenditures are
made by local governments.

Table 1 shows the distribution among the States of the aid funds
-for the States and for localities through June, 1976.

The Act used two different. formulas in determining the allocations
shown in Table 1 for State areas (which include iii each case both the
State-and its localities). The actual payment going to each State
area was computed on whichever of the two formulas yielded the
higher payment.

TABLE 1 -REVENUE SHARING PAYMENTS TO STATE AND LOCAL GOVERNMENTS THROUGH JUNE, 1976

Local
State name State governments Totals

Alabama ............................... --........
Alaska ................................
Arizona ............................................
Arkansas ...............................
California ..................... ................
Colorado ..........................................
Connecticut .......................................
Delaware .........................................
District of Colum bia ...............................
F lo rid a ... . . . ........ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Georgia ......................
Hawaii. ................................
Idaho .............................................
Illinois .............................................
Indiana ............................................
Iowa ...............................................
Kansas ............................................
Kentucky ...........................................
Louisiana ...........................................
Maine .............................................
Maryland ...........................................
Massachusetts ............. .............
Michigan ............................................
Minnesota .............................
Mississippi .........................................
Missouri ............................................
Montana ............................................
Nebraska ...........................................

< Nevada .............................................
New Hampshire ......................................
New Jersey .........................................
New Mexico ........................................
New York ..........................................
North Carolina .......................................
Northi Dakota ........................................
Ohio.. .............................................
Oklahoma ..-......................................
Oregon .............................................
Pennsylvania ........................................
Rhode Island ........................................
South Carolina......................................
South Dakota .......... & ...................
Tennessee ...........................................
Texas ..............................................
Utah ................................................
Vermont ......... .................................
Virginia .............................................
Washington ..........................................
West Virginia .........................................
Wisconsin ............................................
Wyoming .............................................

National total ..................................

$149, 116,037 $298,531,003 $447,647,040
11,902, 156 23, 973, 68 35,875,85489,744,686 180,819,350 270,564,036

S 97,092 170 180, 526,157 277, 618,327
944, 559961 1,889,223,177 2,833,783,138
94,432, 153 188,995, 437 283,427,590

. 114,805,142 229,769,469 344,574,611
29, 50:531 50,538,386 80,388,91711,E3 75............... 17663,975

265,806,750 532,137, 231 797 943,981
16,641, 773 373,131,122 559, 772,895
39,271,327 78,542,653 117,813, 980
35, 14: 074 71,636, 365 107,450 439

454,6 884 795 549,790 1,250 237, 674
S 187,0 285 37,954 183 560 957 468123, 69 231 247, 454, 681 371, 1,912

84,653,308 169 3,833 253,927,141
1 164,64 1546 271 112,895 435,7 441

S 203,92 770 400,8 15,526 604, 740, 296
55,02 536 110,089 459 165, 110995. 176,7 261 353, 408,525 530, 112 786283,54 633 568,099,329 851, 644,962

. 377, 364,771 755, 684,750 1, 133,049.521
178,974 882 358,-722,99 537,697,881
148,13 271 281 223,149 429,362420. 168, 33209 336, " 256 504,52 465

. 34, 85,430 69,610 423 104,415 853
62,753 770 125, 506852 188,260,622

S 19,3041 39,653,229 59,484,070
. 28, 426219 56,91 591 85,341,810

279,600,825 559,407,630 839,008,455
57,635,424 111,060 985 168,6 409

S 9,273,997 1,994,186,981 2,992,60978
225,973, 7 452,63,0 678,, 191

S 3,253, 341 66, 0, 9, 757,273
. 357, 7 899 715,564,724 1,073,359,623

99, 632719 199,238,356 298,871,075
89,747,716 179, 52.072 269,271,788

. 469,537,615 939,68 626 1,409,219,241
39,733,1 79.467, 64 119,201, 645

124, 998943 243, 981362 36880,305
38,4 98628 77,284 880 115 783, 50

167,711,660 337, 880824 505 5 ,484
425, 739,933 850,057, 216 1,275,797, 149
52,546.735 105,103,993 157, 6072825,666,164 1, 22,229 77,,393

177, 4 689 362,896:083 540,381,772
128,978 375 257, 013 386,9414388
109 905,179 148,119,669 25 ,4, 848
224,487,74 449, 30,522 673, 18,096

15,91A 900 31, 01,800 47, 7 700

9,072,330,166 17,624,613,983 26,696, 844,149

3wce: U.S. Treasury Departmnt, Oft of Revenue Sharing.

2
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The first formula, in part, was based on the need of the States and
localities and, in pail, was an incentive device to encourage them to
meet their own needs. Under this formula, the need of States and their
localities was measured by taking into account population, the extent
of urbanization and the extent of relative 1)overty (measured by l)opu-
lation inversely weighted by relative per capita income). The in-
centive feature in the formula was designed to encourage tax effort
generally in a State and also to encourage greater use of State in-
dividual income taxes. In the distribution, the three items in this
formula designed to measure need are each given a weight of about
22 l)ercent (giving the three items a combined weight of two-thirds
of the total) while the two incentive factors are each given a weight

of about 17 l)ercent (and together a weight of about one-third of the
total).

In determining the distribution of the aid based on income tax col-
lections, the Act. provided that 15 percent of the individual income tax
collections of each State was to be taken into consideration. However,
to prevent particular States from securing either an unduly large or
unduly low allocation as a result of this factor, the amount of such
income taxes actually taken into consideration could not exceed 6 per-
cent of the Federal individual income tax liabilities attributable to the
State or fall below one percent of these Federal income tax liabili-
ties. The. latter one percent floor has been especially helpful to States
which do not impose individual income taxes.

The second formula distributed the funds to time State areas on the
basis of population weighted by general tax effort and weighted still _
further by inverse per capita relative inconie. This formula was de-
signed to place more emniphasis (than the first formula) on ability to
pay as ineasured by inv(rse per capita income levels. Also, in measur-
ing tax effort, it differs from the first formula in that it does not place
any special emphasis on the use of State income taxes as distinguished

-frrn other taxes. Finally. this formula, instead of taking urbaniza-
tion into account, uses general tax effort as a means of increasiiigr dis-
tributions to those States in which larger cities are located.

The .3-factor (second) formula was also generally used to allocate
the total share of the aid set aside for the local governments in each
State area (two -thirds of the total State area allocation) among spe-
cific local governments. Additional flexibility in this latter respect was
provided by allowing the States to choose by lawv to have tihe aid funds
distributed among their local governments on the basis of an alterna-
tive formula instead of on the basis of the standard three-factor for-
mula. Thus, a State could elect to have the distribution to local govern-
ments made on the basis of populationweighted by general tax effort
factor or population weighted by invers:e relative per capita income
levels factor or on the basis of any combination of these two factors.

The funds distributed to the local governments could be used only
for certain prioritv purposes and in accordance with applicable State
and local law. In t'he case of maintenance and operating expenditures,
the funds could be spent for public safety. environmental protection,
public transportation, health, recreation,* libra ries, social services for
the poor or aged and financial administration. In addition, these funds
could be used for capital expenditures authorized by law. All of the
categories of expenditures listed above were limited in that the expen-
ditures must be for ordinary and necessary purposes,

3
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In general, the States were given complete flexibility in regard to
expenditures of the aid funds, although they had to use the funds in
accordance with applicable State law. However, to receive their full
allocation, the States had generally to maintain their assistance to their
local governments at the evels existing in fiscal year 1972. In deter-
mining the assistance provided by a State to its localities for this pur-
pose, adjustments were made where the State provided additional tax
sources to its localities or assumed financial responsibility for programs
previously financed by its localities.

In addition to the limitations set out above, the aid funds could not
be used by a State or local government in a way which discriminated
because of race, color, sex or national origin. A further restriction pre-
vented the aid funds from being used to pyramid Federal aid to State
and local governments by prohibiting the use of these funds to match
Federal funds under programs which make Federal aid contingent on
a contribution by the State or local government. Finally, provision
was made under certain circumstances to give individuals whose wages
were paid out of the aid funds the protection of prevailing wage rates,
pursuant to the Davis-Bacon Act.

State and local governments receiving aid funds also had to submit
reports to the Treasury Department on how they used such funds in
past periods as well as how (for periods beginning after December 31,
1972) they planned to use future aid funds. Copies of these reports
had to be published in the press and made available to the news media
so that the electorate could be kept fully informed.

Since enactment of the Act in 1972, there have been two amendments
to it. The first, enacted in 1973, eliminated the reduction in payments
to the District of Columbia in the event the District were to enact a
commuter tax on Virginia and Maryland residents. Under the 1972
provision, every dollar of commuter tax would result in a dollar re-
duct ion in revenue sharing payments. -

The second amendment, enacted in 1974, provides tlht the data of
localities designated as disaster areas be kept unchanged for 60 months.
To date. 190 governments have benefited from this provision; approxi-
mately 12,000 units are potentially eligible.

II. Summary of House Bill

Legislation to extend and revise general revenue sharing, the "Fis-
cal Assistance Amendments of 1976" ("the House bill") was passed by
the House of Representatives on June 10, 1976. This part of the pain-
phlet summarizes by section the House bill and the changes it makes
to the original 197"2 legislation (the "Act"). Section I of the House
bill provides for the short title and section 2 provides that any refer-
ence to "the Act" is a reference to the 1972 Act.

Sec. 3-Elnnhalnm of Ea.penditure Categor es (Sees. 103 and
1.3(a) of the Act)

The House bill eliminates the requirement and related provisions of
th' Act that units of local government spend revenue sharing funds
only for "priority expenditures." Under current law, "priority ex-
penditures" refers to 8 categories of ordinary and necessary operating
expenses (public safety, environmental protection, public transporta-
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tion, health, recreation, libraries, social services for the poor or aged,
and financial administration) and ordinary and necessary capital ex-
penditures authorized by law.

Sec. 4-Elimination of Prohibition on Use of Funds for Match-
ing (See. 104 of the Act)

The House bill eliminates the requirement that no revenue sharing
funds be used by a State government or unit of local government di-

) rectly or indirectly to obtain other Federal funds.

See. 5-Erxtenskon of the Pro rara antl Provieion of Entitle-
ment Funding (ASec,. 106, 106,107,108, and 141 of
the Act)

The House bill continues revenue sharing payments through Sep-
tember 30, 1980 (the end of Federal fiscal year 1980). Currently, pay-
ments of entitlements are at a $6.65 billion annual rate; payments of
entitlements for the noncontiguous State adjustments (Alaska and
Hawaii) are provided at a $4.1'8 million annual level. Under present
law, funding grew from a $5.3 billion annual rate at the beginning
of the program to the current $6.65 billion annual rate at the end of
the program.

See. 6-hange of Baae Year for State Maintenance of effort
(8ec. 107 of the Act)

The House bill requires State governments to maintain transfers
to local governments at the fiscal year 1976 level. Under the present
law, the maintenance of effort requirement is based on State transfers
in fiscal year 1972.

See. 7-Eligibility Requirementl-Deflnilion of Unit of Local
Gavenzmelnt (Wcc. 108(d) of the Act)

Beginning October 1, 1977, a unit of local government, in addition
to the requirement of current law that it be a. general government, as
defined by the Bureau of the Census, must perform certain functions
in order to continue to receive revenue sharing payments. The unit of
local government must impose taxes or receive intergovernmental
transfers for substantial performance of two of fourteen enumerated
categories: (i) police protection, (ii) courts and corrections, (iii) firk,
protection, (iv) health services, (v) social services for the por or
aged, (vi) public recreation, (vii) public libraries, (viii) zoning or
land use planning, (ix). sewage disposal or water supply, (x) solid
waste disposal, (xi) pollution abatement, (xii) road or street con-
struction and maintenance, (xiii) mass transportation, and (xiv)
education.

Also, at least 10 percent of a local government's expenditures must
be spent in each of two of these fourteen service categories. This re-
quirement is not to apply if the locality substantially performs four
or more of these public services or performed (and,continues to
perform) two or more of the public services after January 1, 1976.
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Sec. 8-Reports on Proposed and Aetual Uses of Payments:
Public Hearing Requirements ; Notification an] P'ubU!tV-of
Hearings and'Access to Related Documents; Report of the
Secretary of the Treasury (secs. 121 and 123 of the Act)

Proposed and Actual Use Reports
Under the House bill, State and local governmenjits which expect to

receive revenue sharing funds are to submit a report to the Secretary
of the Treasury indicating how they expect to use the funds during
the entitlement period. This proposed use report must compare such
l)roposed uses with uses of the funds during the previous two entitle-
ment periods. The report also must include a comparison of the pro-
posed, current, and past use of revenue sharing funds showing the
relevant functional items in the official budget involved and indicate
whether the proposed use is for a new activity, expansion or continia-
tion of an existing activity, tax stabilization or tax reduction. The
Secretary is authorized to prescribe the form, detail and time at which
the proposed use report is to be filed.

The House bill requires that, at the close of each entitlement period,
each recipient is to submit a report on the actual use of the funds. The
report, which is to be available to the public for inspection and repro-
(luction, is to set forth the purposes for which the funds have been
appropriated, spent, or obligated. It is to show the relationship of
these funds to the official budget, and explain differences between the
proposed and actual uses of the revenue sharing payments.

Under present law, recipients must file a planned use report and an
actual ue. report. These reports do not compare uses of revenue sharing
funds to the budget and do not make historical comparisons of the
uses. Also, the House bill requires that discrepancies between proposed
and subsequent actual uses be explained; the actual use reports do not
now require this information.

Publie Hearings
Two public hearings on the proposed uses of revenue sharing funds

are required under the House bill. Current law has no public hearing
requirements, although generally applicable budget processes miust
be followed.

Seven or more days before sending the proposed use reports to the
Treasury, a recipient must hold a "prereport" hearing at which citizens
are to be permitted to provide written and oral comment on the pos-
sible uses of the funds. There must be adequate notice of the hearing.

Seven days before the adoption of its budget, as provided under
State 4nd local law, a recipient must hold a second ("prebudget")
hearing on the proposed uses of the revenue sharing funds. At this
bearing, citizens may provide written and oral comment and are to
have their questions answered concerning the entire budget and the
relation of revenue sharing funds to it. The hearing must be before
the body responsible for enacting the budget and is to be at a
time ana place to encourage public attendance. and participation.
Senior citizens and senior citizen organizations must have an oppor-
tunity to be heard in this hearing procesl 1 If applicable State and

I The requirement with respect to senior citizens is made In Se. 13 of the House bill.
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local law already assures the opportunity for public attendance and
participation conitemplated by these two hearings, the Secretary may
waive in whole or part the requirement that the two hearings be held.

Under currentt law. a recipient; must spend its funds in accordance
with applicable State and local law. Thus. if State or local law re-
quires public hearings as part of the budgretary press, uses of reve-
nute sharing funds as part of such a budget would be publicly col-
sidered.

Notifwaton anl 'ubleity of tlearings and Acces to Document8
Under the House bill, thirty days before the prebudget hearing, each

recipient government must publish conspicuously in a newspaper of
general circulation a narrative summary of the entire budget and the
tine and place of the hearing. Also, the recipient must make available
to the. public in its main office, and at public libraries (if any) within
the jurisdiction of the local government, and, in the case of State
government, in the main libraries of major localities. the proposed use
report., the narrative summary which was published in the newspaper,
and the official budget. The official budget must show each item that
is funded in whole or in part by revenue sharing.

Within thirty (lays after the adoption of its budget., the recipient
government must similarly publish a narrative summary of the final
budget. an explanation of differences in the final budget from that
proposed. and the relationship between the revenue sharing funds and
the functional items of the entire budget. In addition, the summary
umnst be made available in the principal office of the recipient, in public
libraries (if any) within the jurisdiction of the local recipient, and, in
tl case of a State government, in the main public libraries of the
major municipalities of the State.

1f the cost of the newspaper publication of the narrative summary
is unreasonably burdensome in comparison to the revenue sharing
payment, otherwise impractical, or the 30-day period before the pre-
budget hearing conflicts with applicable law, the Secretary of the
Treasury may waive in whole or part the publication requirements or
nmuolifV the 30-day requirement.

Both proposed and actual use reports. which are filed with the Secre-
tary of the Treasury, are to be provided by the Treasury Department
to the Governor of that State. Also. each recipient within a metropoli-
tan area is to provide a copy of the proposed use report to certain
specified areawide organizations.

Under present law, the planned and actual use reports must be
published in newspapers of general circulation.

Report of the Secretary of the Treasury to Congress
Tie annual report of the Secretary of the Treasury is to be ex.

panded to include a report on the implementation and administration
of the nondiscrimination requirements (including the extent of non-
compliance and the status of pending complaints), the extent to which
citizens participate in the budgetary process. the extent to which
recipient governments comply with the auditing requirements, the uses
of revenue sharing funds by recipient governments and any adminis-
trative problems which have developed. Also, the date for submitting
the annual report is changed from March 1 to January 15.

7
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See. 9-Nondiscriininatim Provision (ec. 122 of the Act)
The House bill restructures the nondiscrimination provisions of

current law by providing: (i) a general prohibition against discrim-
in, tion and applying the prohibition to all programs in a recipient's
budget; (ii) an exception to this general prohibition where a recipient
can prove by clear and convincing evidence that the program in which
discrimination is alleged was not funded in whole or in part, directly
or indirectly, with revenue sharing funds, and (iii) series of proce-
dures relating to the determination of whether initial findings of dis-
crimination will result in a cutoff of revenue sharing funds by the
Secretary. The House bill prohibits discrimination on the basis of
race, color, religion, sex, national origin,2 age,' or handicapped status '
in any program or activity of a State government or unit of local
government which State government or unit receives sharing funds.

Under present law, the nondiscrimination provision does not pro-
hibit discrimination on the basis of either religion, age, or handi-

-capped status. Also, the nondiscrimination provision of present law
prohibits discrimination in any program or activity funded in
whole or part with revenue sharing funds. while tlie House bill's
general prohibition applies to any State or local unit of government
where any program or activity of the State or unit of local govern-
ment, whether or not specifically funded with revenue sharing funds,
is involved in prohibited discrimination.

Notiflcation of Finding or Determination of Discrtmination
The House bill provides a procedure where, within 10 days of

the occurrence of certain events, the Secretary of the Treasury is to
notify the Governor of the affected State, or of the State in which an
affected unit of local government is located, and the chief executive
officer of any affected unit of local government, that the State govern-
ment, or unit of local government, as the case may be, is presumed not
to be in compliance with the nondiscrimination provision. This noti-
fication is to 'request the Governor (and, also, the chief executive
officer, if a local unit of governmnt is affected) to secure compliance
with the nondiscrimination provision. k

The notification will be sent in either one of the following events:
(1) the receipt by the Secretary of a notice of finding by a Federal

or State court or by a Federal or State administrative agency of a pat-
tern orpractice of discrimination on the basis of race, color, religion,
sex, national origin, age or handicapped status in any of the State's or
local unit's activities or programs. The finding received by the Sec-
retary mus',. follow notice and opportunity for a hearing on the re-
cipient's par- and the finding must be rendered pursuant to procedures
consistent with certain provisions of the Administrative Procedure
Act (Subchapter II of chapter 5, USC) ; or

'The amended section directs tht the prohibition aglanst discrimination on accountof race, color, religion sex or national origin be Interpreted in accordance with titles IIiii, IV, VI, And VII o the civil Rights Act of 1964. title ViII of the Civil Rights Act ot198R. and title IX of the Education Amendments Act of 1972.$The amended section directs that the prohibition against discrimination on account ofage be interpreted In accordance with the Age Discrimination Act of 1975.'The amended section directs that the prohibition against discrimination on account ofhandicapped status be Interpreted In accordance with the Rehabilitation Act of 1973S. Theprohibition against dicrini naton on account of handicapped status is not to apply toconstruction projects commenced prior to January 1, 1977.
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(2) A determination by the Secretary, after an investigation, but
prior to a hearing conducted by the Secretary regarding the matter,
that a State government or unit of local government is not in compli-
ance with the nondiscrimination provision. This determination by the
Secretary will be made only after the State government or unit of
local government has had an opportunity to make a documentary sub-
mission to the Secretary regarding the allegation of discrimination
and whether the program or activity involved has been funded, di-
rectly or indirectly, with revenus sharing funds.

Voluntary Compliance Agreement
Under the House bill, after sending the notice to obtain compliance,

the Secretary of Treasury may enter into an agreement with the
affected State government or unit of local government setting forth
the terms and conditions under which compliance would be accom-
plished. The agreement is to be signed by the Secretary and the Gov-
ernor, afid, where there is an affected unit of local government, also by
the chief executive officer of the affected unit of local government. On
or prior to the executive date of the agreement, the Secretary is re-
quired to send a copy of the agreement to each complainant, if any,
respecting the violation involved. Moreover, the Governor, or the chief
executive officer (in the event of a violation by a unit of local govern-
ment) is required to file semiannual reports with the Secretary detail-
ing the steps taken to comply with the agreement. Within 15 days
after the receipt of this report, the Secretary is to send copies thereof
to each of the complainants involved.

Suepeneion and Termination of Payment of Fundi
The House bill provides certain conditions under which suspen-

sion or termination of payment of revenue sharing funds is to occur.
The Secretary is to suspend the payment of revenue sharing funds if
within the 90-day period following notification of a recipient of non-
compliance, (1) compliance has not been secured by the Governor of
that State or the chief executive officer of the unit of local government
involved, if any, and (2) at a preliminary hearing (described below),
an administrative law judge has not made a determination that it is
likely the State government or unit of local government would pre-
vail at a full compliance hearing on the merits with respect to the
issue of noncompliance.

If requested within the 90-day period following notification of
noncompliance, a preliminary hearing is provided the recipient
before an administrative law judge., The determination by the
administrative law judge that the recipient would prevail at a full
compliance hearing on tie merits with respect to the issue of the alleged
noncompliance results in a deferral of the suspension of payment of
revenue sharing funds. This deferral of suspension will end upon a
finding of noncompliance by the Secretary in a full compliance
hearing.

The suspension is to be effective for not more than 120 days or, if
there is a full hearing before the Secretary, not more than 30 days

I 'resumably, Federal, State. and local administraUve law judges may preside at these
hearings.
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after the conclusion -of this hearing. However, if, after notice and
opportunity for hearing, the Secretary makes an express finding that
the recipient is not in compliance with the nondiscrimination provi-
sion, the suspension continues indefinitely. The Secretary is re-
quired within the 120-day period following suspension, in the ab-
sence of a full hearing, to make a finding of compliance or noncom-
pliance. His finding of noncompliance in this situation results in
the indefinite suspension of the payment of revenue sharing funds and,
where appropriate, his seeking of the repayment of funds previously
paid.

Court actions instituted by the Attorney General may also result in
either the suspension or termination of payment of revenue sharing
funds. Thus, the Secretary is to suspend tie payment of revenue shar-
ing funds in the event that (1) the Attorney General files a civil
action alleging a pattern or practice of discrimination on the basis of
race,. color, religion, sex, national origin, age, or handicapped status
in any program or activity of a State' government or unit of local
government, where the State or unit of local government receives
revenue sharing funds, (2) the alleged discrimination violates the dis-
crimination provisions of the amended act, and (3) within 45 days
after the filing of the action, neither party is granted preliminary
relief as may be otherwise available by law with respect to the sus-

.-pension of payment of funds.
Also, under the House bill, the Attorney General's authority is ex-

pended so that whenever he believes that a State government or unit of
local government has engaged in a pattern or practice of discrimina-
tory actions in violation of the nondiscrimination provision, he may
bring a civil action seeking as relief any temporary restraining order,
preliminary" or permanent injunction, or other order calling for,
among other things, the suspension, termination, repayment, or plac-
ing of revenue sharing funds in escrow pending the outcome of the
litigation. Under current law, the Attorney General is authorized to
bring a civil action seeking "such relief as may be appropriate, includ-
ing injunctive relief."

Re8umption of Payment of Supended Funds
The payment of suspended funds are to be resumed in the following

instances:
(1) The recipient enters into a compliance agreement (as described

above) with the Secretary;
(2) The recipient complies fully with the final order of a Federal

or State court where the .order covers all the matters raised by the
Secretary in his notice of noncompliance to the recipients which
I)recipitated the suspension;

(3) The recipient is found to be in compliance with the no,...
discrimination provision by a Federal or State court;

(4) After a coin pliance'hearing (as described below), the Secretary
finds that the recipient is in compliance with the nondiscrimination
provision; or

(5) In an action brought by the Attorney General, where the
recipient failed to obtain preliminary relief within 45 days, thus
resulting in a suspension o) the payment of funds by the Secretary,
the court ultimately orders resumption of payments.
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Oompiaw Hearing
The House bill provides that at any time after notification of non-

compliance by the Secretary, but before the expiration of the 120-day
period following suspension of payment of funds, a State govern-
ment or unit of local government may request a hearing, which the
Secretary will be required to initiate within 30 days of the request.
Within 30 days after the conclusion of the hearing, the Secretary is
to make a finding of compliance or noncompliance. If the recipient
does not request a hearing, the Secretary is required to make a finding
of compliance or noncompliance within the 120-day period following
suspension of payment of fiids.

If the Secretary makes a finding of noncompliance, he is then
required to (1) notify the Attorney general so that the Attorney
General may institute a civil action with regard to the discriminatory
acts of the recipient, (2) terminate the payment of revenue sharing
funds, and (3) if appropriate, seek repayment of revenue sharing
funds.

If the Secretary makes a finding of compliance, payment of the
suspended funds is to resume.

The recipient government may appeal the Secretary's finding in
the United States Court of Appeals for the circuit in which that
government is located.

Agreements Between Agencies
The House bill provides that the Secretary will enter into agree-

ments with State and other Federal agencies authorizing those agen-
cies to investigate noncompliance with the nondiscrimination provi-
sion. The agreements are to describe the cooperative efforts to be
undertaken by these agencies (including the sharing of enforcement
personnel aiU. resources) to secure compliance. Under this section,
the Attornev General is to immediately notify the Secretary of any
action instituted by him with respect to noncompliance with the rev-
enue sharing and other nondiscrimination provisions.

Complaint8 and Compliance Remiews
A new section 124 is added to current law directing the Secretary to

promulgate regulations by March 31, 1977, the regulations setting
forth reasonable and specific time limits for response by the Secretary
or the appropriate cooperating agency to a complaint by any person
alleging discrimination under the nondiscrimination provisions by a
State Government or unit of local government. Moreover, the regula-
tions are to establish reasonable and specific time limits for the Secre-
tary to conduct independent audits and reviews of State governments
andunits of local government regarding compliance with these non-
discrimination provisions.

,Sees. 9 and 14-Pricate Civil A tons
A new section 125 is added by the House bill providing that

upon exhaustion of administrative remedies a civil action may be
instituted by an aggrieved person in an appropriate United States
District Court or State court. This action, alleging discrimination
by a State government or a unit of local government in violation of the
revenue sharing nondiscrimination provision, could seek such relief as
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a temporary restraining order, preliminary or permanent injunction or
other order, providing for the suspension, termination, repayment of
funds, or placing any further payments of revenue sharing funds in
escrow pending tile outcome of the litigation.

Administrative remedies will be considered "exhausted" upon the
expiration of the 60-day eriod following the date all administrative
complaint is filed with the Office of Revenue Sharing or any other
administrative enforcement agency, unless within this time period the
agency involved makes a determination on the merits of the com-
plaint, n which case the administrative remedies will not be consid-
ered exhausted until the determination becomes final.

This new section also provides that the Attorney General may, upon
timely application, intervene in one of these actions if he certiAes that
the action is of general public importance.

See. 10-Auditing and Accounting Reguirements (see. 123(a)
of the Act)

Under the House bill, the Secretary is to require each recipient to
conduct an annual independent audit of its financial accounts in ac-
cordance with generally accepted audit standards. The Secretary, is
authorized to require less formal audits and less frequent audits to the
extent a complete audit would be unreasonably burdensome in terms of
cost in relation to revenue sharing payments. The Comptroller General
is directed to review the performancee of the Secretary and the recipi-
ents for the purpose of evaluating compliance and operations under
the amendment.

Sec. 1I-Prohibition of Use of Funds for Lobbying Puinoses
(an addition to ee. 123 of t7e Act)

Under the House bill, a recipient may not use its revenue sharing
funds directly or indirectly to influence any legislation regarding the
provisions of the revenue sharing act; dues paid to national or State
associations are excluded from this prohibition. Current law does not
contain a comparable provision.

See. 12-Effectioe Date
Generally, the provisions take effect after December 31, 1976, ex-

cej)t that section 5 (the funding and entitlement provisions) takes
effect on the date of enactment, and section 7 (changing the definition
of an eligible local unit of government) takes effect after September
30,1977.
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