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CHAPTER 3

The Federal System:
Structure and Dynamics

Time Line

5

Enactment of the Morrill Act providing for land grants to
states for institutions of higher education in agriculture and
technology

Passage of Sixteenth Amendment providing for federal in-
come tax

Enactment of Smith-Lever Act establishing the Agricultural
Extension Service, the first modern grant-in-aid program

Supreme Court holds federal grant-in-aid programs immune
from judicial challenge

Beginning of Great Depression and increase in federal aid to
states and localities

Many New Deal initiatives ruled unconstitutional by
Supreme Court under dual federalism doctrine
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1937 Supreme Court abandons dual federalism doctrine and with-
draws it as limit on economic policy

1953 Kestnbaum Commission is established to examine effects on
federal system of growth in federal programs

1962 In Baker v. Carr (369 U.S. 186), the Supreme Court declares

that federal courts have jurisdiction over malapportioned
state legislatures

1965 Passage of Voting Rights Act provides first effective protec-
tion for black voting rights

1963-1968 Great Society expansion of categorical grant-in-aid programs

1969-1976 Nixon-Ford movement toward greater grant flexibility with
establishment of general revenue sharing and increase in
block grants

1981--1988 Reagan administration slows domestic spending, ends gen-
eral revenue sharing, and increases use of block grants

Federalism is a form of government in which power is distributed between
two levels of government within the same geographic territory. Thus, in the
United States, most citizens are subject to both a state government and the na-
tional government. A unitary system of government, in contrast, concentrates
all power at the national level. In a nation such as F rance, all power stems
Jrom Paris; local or regional units of government are creations of the central
government and serve as administrative units of the national government.
There are advantages and disadvantages 1o federal systems and to unitary
systems. Either may be democratic, although it is difficult to envision a fed-
eral system being totalitarian.

This chapter sets forth the framework of American federalism and ex-
amines some of the relationships that have evolved within it. The Constitu-
tion defines the basic elements of the federal system; judicial interpretation

" has served to keep these elements in a working balance. The spending power

of the national government has been a significant factor influencing the
evolving dynamics of federalism. Political parties, too, have played a role;
they have enhanced the power of the states and have provided the energy
for advancing policies at both the national and state levels. The chapter con-
cludes with a brief look at relations among the states and among local gov-
ernments.
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The Federal System: An Overview

The federal system differs markedly from the confederation that preceded
the Constitution. The Articles of Confederation provided for a national gov-
ernmental system that gave the states supremacy. The national Congress was
a meeting place for representatives of the states. No effective action could be
taken without unanimous consent of the states. The national government could
act only with state approval. The key distinction between the national gov-
ernment under the Articles of Confederation and that under the Constitution
is that the latter can act directly on individual citizens while the former could
not. It is this difference that allows the national government under the Con-
stitution to be powerful. As most citizens are aware, if the national govern-
ment wishes to raise an army or to collect taxes, it will contact them directly.
This was not possible under the Articles of Confederation.

The basic structure of American federalism provided in the Constitution
does not encourage a highly coordinated or efficient approach to government,
but it does allow democratic government to function over a society of tremen-
dous diversity. Moreover, it allows the heterogeneity and freedom that give
strength to American democracy. Constitutional interpretation, political
change, demographic movement, economic growth, and the clash of policy
views have modified and elaborated this framework. At issue has been a bal-
ance of power between state and national governments that has shifted back
and forth throughout American history.

The federal system is often described in terms of national, state, and lo-
cal governments. In a sense, this is functionally correct: there are national,
state, and a wide variety of local governments in the United States. In terms
of power, however, this description is misleading. There are only two sources
of government power in the United States: the national government and the
states. All local governments derive from state power. Cities, towns, and coun-
ties are created by states and can be eliminated by states. They have no power
independent from that given to them by the state governments. Moreover, un-
der the standard of legal interpretation known as Dillon’s rule, state grants of
power to its subdivisions are to be interpreted narrowly in favor of the state.'

Constitutional Framework
The Constitutional Document

The Constitution spells out the basic structure of American federalism. It
specifically limits the national government to the powers given to it therein.
The national government is, however, supreme in this area of power.
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As described in the Tenth Amendment, states may exercise powers that
do not conflict with acts of the national government or that are not prohibited
by the Constitution. Unlike the national government, the states possess police
powers, that is, powers that are inherent in a government’s duty to act for the
health, welfare, morals, and safety of its citizens. Following the language of
the Tenth Amendment, these powers are often called the “reserved powers”
of the states. The states are protected in a number of ways from being threat-
ened as states by the national government. The Constitution provides that a
state’s representation in the Senate may not be changed without its consent.
A state may not be partitioned or merged with another state against its will.
Furthermore, the Constitution may not be amended without ratification by
three-quarters of the states.

Judicial Interpretation

Supreme Court interpretations of the meaning of constitutional clauses
and of the extent of national power have played an integral role in the devel-
opment of American federalism. In the early years of the Constitution, the
states continued to believe that they retained the autonomy they had under the
Articles of Confederation. They were reluctant to concede power to a national
government. In this respect, the role of the Supreme Court was crucial. Al-
though the Court’s interpretations of the extent of national power have var-
ied, it has consistently maintained the supremacy of its decisions and of
national law over state power.

The Marshall Court

The Supreme Court, under Chief Justice John Marshall from 1800 to
1835, used its interpretations of the Constitution to place national power on
solid legal footing. In addition to being a good jurist, Marshall was an able
politician. Under his guidance, the Court confronted numerous state chal-
lenges to national power by deftly maneuvering to deal with only one or two
obstreperous states at a time. In this fashion, the Court could bring the weight
of other states along with its judicial reasoning to bear on dissident states.

At the same time, the Marshall Court was interpreting the delegated pow-
ers of Congress broadly. Congress’s power over commerce among the states
was given an expansive interpretation in Gibbons v. Ogden (1824),% and in
McCulloch v. Maryland (1819) the Court construed the “necessary and
proper” clause of the Constitution as granting additional power to Congress.
In the Gibbons case, New York had given Ogden, a former partner of Gib-
bons, a monopoly over steamboat traffic in New York state. Gibbons, who had
afederal license to ply his steamboat trade from New Jersey to New York City,



50 Chapter 3

claimed that this authority overrode the state monopoly. The Court agreed with
Gibbons that in the area of commerce among the states, congressional power
supersedes state power. The McCulloch decision was the culmination of strug-
gles between state banking interests and those supporting a national bank.
Maryland imposed a heavy tax on any banks not chartered by the state, which,
of course, was aimed directly at the branch of the national bank in Maryland.
The Supreme Court gave an expansive definition of Congress’s right to im-
plement powers delegated to it in the Constitution and declared unconstitu-
tional state attempts to limit this authority through taxation.

Dual Federalism

The Supreme Court has not, however, always been a strong supporter of
national power. During the period from approximately 1875 to 1937, the Court
developed the constitutional doctrine of dual federalism as a limit on Con-
gress’s power to regulate corporate property. Under this doctrine, the Tenth
Amendment was interpreted as defining the boundaries of national power. The
powers reserved to the states were seen as posing barriers at the state lines to
the exercise of national power. Thus, attempts by Congress to regulate child
labor in the states were thwarted by the Supreme Court’s use of the dual fed-
eralism doctrine. A narrow majority of the Court argued that manufacturing
is a local activity whose control was reserved to the states by the Tenth Amend-
ment. Congress’s delegated powers, whether those of commerce or taxation,
could not intrude into this area of activity to regulate the employment of chil-
dren.* During the first third of the twentieth century, the dual federalism doc-
trine was a serious limitation on national power. ’

Decline of Dual Federalism

The beginning of the end of the dual federalism doctrine was the election
of Franklin Delano Roosevelt to the presidency in 1932. At first the Court con-
tinued to have the upper hand. Most of Roosevelt’s New Deal measures were
ruled unconstitutional by the Court, many under the dual federalism doctrine.
With his reelection in 1936 by a huge majority, however, the President focused
on the Court. His threat to pack the Court, which is related in detail in Chap-
ter 11, moved that body to reexamine its approach to national power. The re-
sult was that the dual federalism doctrine as a limit on national power was laid
to rest. Since 1937, the Supreme Court has been extremely reluctant to over-
turn any exercise of congressional power in the area of economic and social
regulation.’ Consequently, the national government has been able to extend
its power dramatically. This extension of national power reached its apex un-
der Lyndon Johnson and his Great Society efforts to change America.
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State Power Today

Today the Court continues to defer to the exercise of national power. In
terms of national-state relationships, the only times such power comes under
extensive scrutiny by the Court are when that power appears to threaten the
functions of states as states.® In New Yorkv. United States ( 1992),” the Supreme
Court again asserted the importance of the Tenth Amendment in defining the
allocation of power within the federal system. In the Low-Level Radioactive
Waste Policy Amendments of 1985, Congress had required that states take ti-
tle to hazardous nuclear waste at a waste generator’s request if the state has
not established disposal sites by the deadline provided in the statute. The
Supreme Court held this to be an unconstitutional extension of Congress’s
power. It declared that even though the states had agreed to allow Congress
to act in this fashion, it could not do so. In this instance, the Court was espe-
cially concerned that the states were hiding behind a congressional mandate
to shield themselves from having to take responsibility for the politically dif-
ficult task of disposing of nuclear waste.

While granting wide discretion to national power in the areas of economic
and social policy, the Court also has become more deferential to the exercise
of state power where individual liberties are involved. Unlike the Warren
Court, for example, the Burger Court and Rehnquist Court have been more
willing to allow states to enact measures defining individual rights. The states
may not, of course, define rights more restrictively than the boundaries set by
the Supreme Court. But they are free to define them more expansively, and in
states with high courts more liberal than the Supreme Court, individuals may
have greater protections than those provided by the Supreme Court or the
courts in other states. Thus, in keeping with the policy preferences of Presi-
dents Nixon, Ford, and Reagan, the Court has countenanced a greater flexi-
bility and freedom in state policy initiatives.

The Evolution of Fiscal Federalism
The Grant-in-Aid Policy

While expansion of the national government’s delegated powers has pro-
ceeded at a rapid pace since 1937, the power of the national government to
spend for the general welfare has been an instrument of national policy since
at least the middle of the nineteenth century. In this regard, the grant-in-aid
has been a device often used for implementing national goals at the state and
local levels. Through the grant-in-aid procedure, the national government
makes funds available to governments that meet specified standards.
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Perhaps the first modern grant-in-aid program of significance was the
Morrill Act of 1862, in which Congress made land grants available to states
that established agricultural and technical colleges. These land-grant colleges
have since grown into major universities throughout the United States.

Grants-in-Aid Become Established

The grant-in-aid approach to expanding national power gained momen-
tum in the twentieth century for several reasons. First, the enactment of the
Sixteenth Amendment allowing the national government to levy an income
tax supplied that government with an enormous source of income that the
states could not hope to match. Second, the Smith-Lever Act of 1914 estab-
lishing the agricultural extension service provided a prototype for _m.ﬁaﬂ mS.Em-
in-aid.® It established national standards that had to be satisfied, and it required
matching funds from state and local governments. Third, in 1923 in the woB-
panion cases of Frothingham v. Mellon and Massachusetts .<..>\~m:§. the
Supreme Court held that grants-in-aid are immune from judicial ovm:o:mo.
Thus, while other national programs and efforts at regulation were being ruled
unconstitutional by a conservative Supreme Court, grant-in-aid programs
were free from such attacks.

It should be noted parenthetically at this point that these early decisions
were modified somewhat by Flast v. Cohen (1968)," in which the Court held
that when a grant-in-aid program appears to contravene a specific prohibition
of the Constitution, a taxpayer may have standing to sue to challenge that pro-
gram. This doctrine has been narrowly applied, however, and o&oﬁﬁm: in
cases questioning programs that appear to aid the establishment of religion, it
has not had an effect on grant-in-aid projects.

The New Deal

The Great Depression led to an expansion of government aid programs.
At its beginning, the national government simply made millions of dollars of
aid available to the states to help the unemployed. Later, these programs were
given specific functions. Those grant-in-aid programs which survived H.:o New
Deal were the basic entitlement grants providing assistance to the blind, the
disabled, and dependent children.

The Kestnbaum Commission

During the years after World War II, some new grant-in-aid programs were
established, but their number was not large. Nonetheless, suggestions that the
states might be threatened by the increase in national programs o.m:moa Pres-
ident Eisenhower concern. In response to his urging, Congress in 1953 au-
thorized the establishment of the Commission on Intergovernmental Relations
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(usually termed the Kestnbaum Commission after Meyer Kestnbaum, its
chair) to examine the state of the federal system. Generally, the commission
found that a healthy diversity remained in the federal system. As a result of
the interest in intergovernmental relations and the respect given to the work
of the Kestnbaum Commission, the Advisory Commission on Intergovern-
mental Relations was established in 1959. This agency conducts studies of the
changing relationships between the national government and state and local
governments and is the source of much valuable information in this respect.

The Great Society

The activities of the Johnson administration revived concern that the fis-
cal power of the national government would seriously weaken state govern-
ments as important governmental units. With his Great Society program,
Lyndon Johnson sought to remake American society, and one of the primary
tools for this was the grant-in-aid. The number of federal grant-in-aid pro-
grams has been estimated at 29 in 1945. This number reached 181 by 1964
and more than doubled under the Johnson administration to approximately
387 in 1968." Today there are almost 600 grant-in-aid programs, with a huge
proportion of these originating in the Great Society programs or later amend-
ments to those programs. In the words of Kenneth T. Palmer, “The effect of
the work of the Eighty-ninth Congress [1965-1966] was to diffuse grants-in-
aid throughout the domestic functions™ of government.'? In this respect, the
Johnson administration was truly a watershed in the history of fiscal federal-
ism. Its heavy use of grants-in-aid continues to have political ramifications
throughout the American political system.

Through grant-in-aid programs, the Johnson administration provided
funds for education, housing, health, employment, and the poor. It was this
latter area that raised the most controversy and had the greatest effects on the
federal system. In its “war on poverty” effort headed by the Office of Eco-
nomic Opportunity, the Johnson administration channeled funding directly to
the disadvantaged. It specifically avoided using traditional state and local so-
cial service agencies and established federal field agencies at local levels. The
intent was to create constituencies of the poor who would be responsible for
guiding programs intended to aid them and who would be politically active
in protecting those programs.'*

The effects of the Johnson administration’s efforts on the federal system
deserve detailed comment. Clearly, the Johnson people assumed the political
viability of a pluralistic model of democracy in which programs survive be-
cause they build constituency support among the people whom they serve.
The Johnson administration chose to construct such constituencies by design.
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The contribution of these programs to alleviating poverty remains a matter of
debate among social scientists. Their ramifications for federal relationships
receive more general agreement.

First, these programs did not mesh well with other national programs at
local levels. There was often competition and misunderstanding between them
and traditional social service efforts undertaken by social security offices and
the Labor Department, for example. Second, the local community action agen-
cies and boards organized to implement the antipoverty programs Som.:om
political bases of power separate from the traditional urban party organiza-
tions. Furthermore, these agencies had considerable amounts of money to
spend. Governors and mayors saw their traditional party mS.SERm threatened
by this new development, and Congress, responding to %.o: concerns, even-
tually gave local officials more power over the community momo: agencies.
Third, an exceptionally important spinoff of this new organizational activity
at the local level was increased participation by blacks in urban politics.
Fourth, the mechanism used heavily by the Johnson administration was the
categorical grant-in-aid. (All but two of the 387 grant-in-aid programs in 1968
were categorical.) This approach funneled money to specific targets for spe-
cific purposes. It allowed localities little discretion in how the money was H.o
be used. Administrators at the national level saw this as a way to protect mi-
norities and the disadvantaged. State and local officials, on the other hand, re-
sented this extension of national regulations and power into the local level.

Reaction Against National Power b

The years since the Great Society have witnessed a fairly consistent re-
action against the centralization of policy at the national level. The challenge
has been to find ways to deliver federal financial assistance to the states and
localities without being heavy-handed.

“Marble-Cake” Federalism

In the period following World War II, Morton Grodzins described the m.oa-
eral system as a “marble cake.”" He argued that the tendency had been to view
the federal system as a kind of three-layered cake with functions and rela-
tionships neatly divided and distinguishable. But this was not accurate. Pro-
grams often intermixed functions and funding from national, state, and local
levels in a marble-cake type of arrangement.

“Picket-Fence” Federalism

Later, the activities and extensive use of categorical grants-in-aid under
the Great Society led to depiction of intergovernmental relations as picket-
fence federalism. The argument here was that categorical grants were so en-
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cumbered with regulations and so specialized that the programs they funded
resembled fence pickets that extended from the national to the local level. Deil
S. Wright suggests that at least eleven identifiable general functional areas—
highways, welfare, education, hospitals, mental health, libraries, airports, ur-
ban renewal, agriculture, vocational education, and public housing—met this
description.” These programs were implemented by experts or professionals,
such as social workers, teachers, and engineers, whose power was bolstered
both by their expertise and by federal regulations. One result of this domi-
nance of programs by experts was that from the national level to the local level
these people interacted among themselves more easily than they interacted
with elected officials, who were supposed to be their bosses.

Other Problems with Categorical Grants-in-Aid

There were other problems with categorical grants-in-aid that caused con-
cern for local government officials. These grants led to what was labeled
“hardening of the categories.” Grants formulated at the national level could
not take into account the variety of circumstances and needs at the local level.
A city might need funds for more libraries, but if national funds were avail-
able for parks, the city’s officers would find themselves pressured to apply for
the money that was available. Libraries would be lost in the shuffle as city re-
sources and priorities were oriented toward receiving money for parks. This
is simply a hypothetical example, but the point is that the use of categorical
grants-in-aid tended to cause local governments to skew their priorities to-
ward the national definitions of need.

Categorical grants-in-aid also favored those governments which could ob-
tain good grantspeople, individuals skilled in obtaining monies. Many rural
areas were simply left out of the competition for funds because they had no
databases or people capable of putting together a respectable grant request.

Finally, the requirements attached to categorical grants-in-aid caused con-
tinuing difficulties for state and local governments. These requirements had
to be met in order to receive funds. However, there was no guarantee that the
national government would not attach other requirements later. For example,
long after state governments had become heavily dependent on federal high-
way funding, the national government decided to require states to raise the
drinking age to 21 or give up portions of their funds.

Private institutions that receive federal funding also feel the burden of
these kinds of mandates. One of the more controversial proposals in this re-
spect was President Nixon’s suggestion that colleges and universities with stu-
dents receiving federal aid—a category including almost all such
institutions—be required to allow federal agents on campus to monitor stu-
dent unrest. Fortunately, this idea was rather quickly discarded by Congress.
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States Gain in Political Capacity

Much of the impetus behind the categorical grant-in-aid approach :w.a
been the belief that the states could not be trusted to be Ho%osmmzw or equi-
table with funds. Serious problems were caused by the rural dominance of
state legislatures, which discouraged concern with the problems of vas.ma-
eas and with more effective government generally, and by 0_0.083_ discrim-
ination against blacks in the southern states. However, during the 1960s,
several events occurred that enhanced the status of the mﬁmﬁom..OBo of these
was federal court intervention in the districting of state legislatures. .1;@
Supreme Court’s standard of “one person, one vote” forced the state legisla-
tures to reapportion. The result was that urban and mccc%m.s areas for the .m:ﬁ
time received their fair share of representation in the nation’s mﬁm.ﬁo Mmm_m_m-
tures. Another important event was the enactment of the 1965 <w::m Rights
Act, which gave blacks in the South effective voting power. ,;._m :oé._u\ ac-
quired power soon was reflected in local, state, and national elections. Finally,
many states revamped their governmental mﬁcoeawm to make them more effi-
cient. State experiments with approaches to o:SB.:BmE&.ooz:or health
care, and tax policy began to serve as models for national action.

Fiscal Flexibility: Nixon through Reagan

Beginning with the Nixon administration, the national mo<aBBoE do.-
came more sensitive to state and local concerns that they were being domi-
nated by national fiscal prowess. President Nixon responded to state demands
for more policy flexibility with more flexible federal grants.

General Revenue Sharing

General revenue sharing, enacted in the State and Local >mm.wm8:oo Act
of 1972, was the most innovative of the Nixon proposals. Under this m@?omo?
states and localities received a portion of the federal income taxes that their
citizens paid. These funds had few strings attached and left Eo. states and _o-
calities wide latitude in how the funds could be mwo.sr The S:o:m._w for &Hm
funding was that the national government was REBEW to these political units
some of the revenue that it took from them with the income tax.

Special Revenue Sharing .

This period also saw the institution of what was called special 3<o=cm
sharing. Special revenue sharing was similar to what was _m.ﬁoa called bloc
grants. Under special revenue sharing, a number of categorical mB:.Hm were
combined into funding for a general area in an attempt to reduce the diversity
of regulations and the policy fragmentation that had been created by the
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tremendous growth in categorical grants-in-aid. For example, Urban Renewal,
Model Cities, and other urban grants were combined into a general program
for community development.

Block Grants

The Johnson administration had begun to respond to pleas for greater flex-
ibility in federal funding with block grant programs under the Partnership in
Health Act of 1966 and the Law Enforcement Assistance Administration es-
tablished in 1968. Under Presidents Nixon and Ford, this trend continued.
Three major new block grant programs were initiated: the 1973 Comprehen-
sive Employment and Training Act (CETA) and in 1974 the Community De-
velopment Block Grant Program and Title XX of the Social Security Act,
which provided funds for social welfare programs. Generally, these programs
achieved their goal of giving more discretion to state and local governments.
A less positive development was that those disadvantaged segments of soci-
ety which had been protected by the regulations accompanying categorical
grants-in-aid were under the new approach more dependent on the decisions
of state and locally elected officials. The result was a tendency for the fund-
ing from these programs to drift toward the less disadvantaged but more po-
litically articulate portions of the community.'® The CETA program in
particular received a great deal of criticism in this respect, and in 1978, the
Carter administration tightened the eligibility requirements in an attempt to
direct funds to the most needy. Finally, under the Reagan administration,
CETA was replaced by the Job Training Partnership Act of 1982. This act re-
tained local discretion in the use of funding but focused the program more
heavily on training and employment in the private sector.

The Reagan administration approached the use of block grants in a some-
what more calculating fashion than had the Nixon administration, with the
primary goals of lessening federal domestic spending and giving the states
more control over spending. President Reagan was concerned that despite ef-
forts to consolidate federal funding, expenditures and the number of grant pro-
grams had continued to increase. Between 1967 and 1980, the number of
federal grant programs grew from an estimated 379 to 539.

Throughout his administration, Reagan worked at cutting federal domes-
tic spending and merging specialized grant programs into block grants, but
his most significant attack on the proliferation of grant-in-aid programs came
early in his administration in the Omnibus Budget Reconciliation Act of 1981.
This measure consolidated 54 categorical grant programs into 9 block grants.
Thus, in 1991, the total number of federal grant programs remained about the
same as in 1980 (approximately 557 as compared to 539), although total
spending for them had risen sharply; and, while Reagan’s use of block grants
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had some effect on the structure of federal aid, 80 to 90 percent of grants re-
mained categorical in form. Although President Reagan had hoped .EN: the
use of block grants-in-aid would weaken the constituencies supporting spe-
cific programs, these interests remained powerful obstacles to further reduc-
tion in the number of federal programs and provided continuing support for
increased funding for established programs.

Opposition to the “New Federalism”

Opposition to Reagan’s “new federalism” developed quickly, :o€m<o.h
State officials liked the lessening of federal regulations and the greater Hmﬁ
tude they had in spending the funds in the new block grant programs.
Arkansas Governor Bill Clinton spoke for many other state chief executives
when he told President Reagan, “Whether we agree with you or not, we all
admit that you’ ve made us more important.”'® However, under the Reagan ad-
ministration, the price of this increased importance was less money, and mﬂ.ﬁw
officials vigorously opposed the decrease in federal funds that accompanied
the change in grant format. Moreover, local officials, who had often devel-
oped close relationships with federal funding sources, now found EoBmo_./\om
dependent on their state governments for less funds. State and local officials
also were unhappy when general revenue sharing was terminated as part of
the Reagan administration’s efforts to reduce federal spending. General rev-
enue sharing was never popular with Congress, basically because members
of Congress received no personal credit for dispensing the funds. When spend-
ing cuts had to be made, general revenue sharing was one wm the more, vul-
nerable programs, even though many cities had become heavily dependent on

the funding.

Disruption of Established Political Relationships

President Reagan liked the increased autonomy that block grants provided
the states, but he also understood that block grants weakened vested political
interests that continually pushed for increased funding. With fewer require-
ments to be met for receiving funds, there was less need in national agencies
for specialists whose primary responsibilities focused on one narrow program.
Categorical grants-in-aid encouraged the proliferation of such mwoo_mrmﬁ.m and
tied them to the clientele being served and to the congressional committees
and subcommittees funding and authorizing the programs. These relationships
became cozy triangles, or subgovernments, that as almost mo_m-m:mﬂaism. po-
litical entities could be important obstacles to presidential policy and direc-
tion. Block grants, however, undermined these relationships by ocm.::ma:m
the specialization in programs, thus removing the incentive for specialized po-
litical interest support.
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The move from categorical grants-in-aid to greater use of block grants
also disrupted established political relationships at the level of local politics.
The Johnson administration had encouraged the participation of citizens in
the making of funding decisions at the local level. Many of the new federal
programs required locally elected boards for this purpose. The ideal of local
democracy has, of course, been important to many American thinkers. In prac-
tice, however, it was difficult in most urban areas to arouse much interest at
all in the elections of these federally mandated boards. The result was that
these boards were often elected by a handful of citizens. It would be hard to
argue that such boards were very representative. Nonetheless, they created
constituencies for the categorical grant-in-aid programs with which they were
involved, and they became part of the local policy process where their inter-
ests were concerned. When, however, the categorical grant-in-aid programs
were melded into block grants, the existence of these boards at the local level
was threatened, as was their continued funding. Local officials were then faced
with irate citizens, some of whom were both vociferous and nasty. In this re-

spect, national policy decisions had direct and difficult policy ramifications
for local governments."®

An Era of National Fiscal Duress

A ballooning federal budget deficit and increasing voter resistance to
higher taxes played an important role in determining the contours of fiscal fed-
eralism under the Bush and Clinton administrations. Facing these factors,
Presidents Bush and Clinton were simply unable to continue to offer federal
funds as incentives for major new policy initiatives. Those new grant pro-
grams that were enacted during the Bush administration were quite small in
comparison to the huge amounts that were required for established health and
welfare grant programs such as Medicaid and Aid to Families with Dependent
Children (AFDC).? Thus, the search for new approaches for dealing with na-
tional problems began to turn toward revised relationships with the states. An
example of this orientation was the Family Support Act of 1988, passed in the
last year of the Reagan administration. This legislation relied heavily on giv-
ing the states greater flexibility in trying to move individuals off welfare, al-
lowing states to offer limited fiscal incentives to keep two-parent families
together and financial and technological assistance in helping to trace the fa-
thers of those children on welfare. President Clinton’s efforts to reform the
health care system also reflected the need to draw on greater state coopera-
tion, reduce federal paperwork requirements, and insist that private enterprise
bear a greater share of the financial burdens. Within this new context, it seems
clear that new federal initiatives on the scale of the Great Society are simply
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out of the question and that the states will continue to be important sources of
new policy ideas. .

Both block grants-in-aid and categorical grants-in-aid remain ::von.ma
forms of federal assistance to states and localities. Some of these are project
grants; they are awarded on the basis of applications made for them. Others
are allocated according to formulas or eligibility. AFDC and Medicaid, for ex-
ample, are entitlement programs under which people become eligible for
funds based on formulas. If individuals meet the criteria established by statute
or administrative regulation, they are legally entitled to the benefits of the pro-

gram.

Cooperative Federalism

American federalism is a much more informal, cooperative, marble-cake
kind of system than judicial decisions or discussions of fiscal relationships
alone might indicate. Professional associations offer owwoﬁcwwm@m for gov-
ernment people from the various levels of the federal system to interact at con-
ferences and to share ideas through journals and other publications. These
associations are especially important in setting standards of conduct and in
encouraging new approaches to problems. Also, many national mmozowom look
to the personnel at the state and local levels for @Q@omﬁw. WBEmB@Emso.s of
their programs. In law enforcement generally, ooowoamcos among various
governmental units is essential to the successful prosecution of crime.

Grodzins used the Federal Bureau of Investigation (FBI) as an example
of a federal agency that is heavily dependent on local law enforcement:orga-
nizations for information. At the same time, he pointed out, the FBI provides
training and other services to local law enforcement people.”’ The use of com-
puter networking and improved databases has made such cooperation even
more effective in law enforcement.

Intergovernmental Relations Among States and Localities

While the interplay between the national government and the states tends
to dominate the dynamics of the American federal system, other governmen-
tal interrelationships also play a role in constructing policies that will affect
citizens.

State-State Relations

The Constitution contains several clauses intended to facilitate interac-
tion among the states and protect individuals moving from state to mﬁmﬂo. In
Article IV, Section 1, the Constitution requires that “Full Faith and Credit shall
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be given in each State to the public Acts, Records, and judicial Proceedings
of every other state.” This “full faith and credit” clause is an attempt to en-
sure that the records of one state will be respected and accepted by other states.
Section 2 of Article IV proclaims that “The Citizens of each State shall be en-
titled to all Privileges and Immunities of Citizens in the several States.” In
Toomer v. Witsall, 334 U.S. 395 (1948), the Supreme Court interpreted this
clause as being “designed to insure a citizen of State A who ventures into State
B the same privileges which the citizens of State B enjoy.” From court deci-
sions over time, these privileges appear to include at a minimum the rights to
travel freely, to hold and dispose of property, and to engage in business ven-
tures.

States have cooperated with each other to deal with common problems.
One form of cooperation, the interstate compact, requires the approval of Con-
gress. Interstate compacts have been useful in enabling states to work with re-
gional problems in areas such as environmental pollution and transportation
and to overcome difficulties in other areas such as law enforcement and child
support, where individuals use state boundaries to their advantage. Interstate
compacts formally obligate their signatories to honor the commitments they
have made.

States also derive significant benefits from less formal cooperation. Of-
ficials from neighboring states may exchange ideas on innovative approaches
to problems. Over the years, meetings among state officials on regional and
national bases have encouraged the exchange of ideas and allowed for the
communication of concerns and problems. In many instances, these meet-
ings have been sponsored by associations of state officers that act through-

out the year as clearinghouses for information on matters of common
concern.”

Local-Local Relations

Local governments also interact through associations and more infor-
mally. Through councils of government (COGs), local leaders in many regions
will meet to discuss common concerns and to develop approaches toward mu-
tual problems. This can foster more coordinated action among local govern-
ments. However, COGs have no enforcement mechanisms, and the refusal of
some local leaders to live up to agreements that have been reached can frus-
trate efforts to maintain coordinated action in an area. Another area of joint
action among local government officials has been lobbying higher levels of
government for assistance. Officials at both national and state levels have
faced increasing pressure from organized lobbying by local governments.
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Competition

Of course, competition can easily replace cooperation as the mode of in-
teraction among states and among local governments. The perennial efforts
by governments to attract industry to their jurisdictions often generate intense
competition. New industry can offer more jobs for local residents and increase
the tax base for government, making life more pleasant for everyone in an
area. Unfortunately, this competition often leads governments to provide tax
breaks and other inducements that may in the long run be harmful to their fi-
nancial health and encourage industries to move to lower-cost environments,
with the result that one area is harmed by another’s temporary good fortune.

The federal system has evolved in response to changing views of the
proper role of government. Where forceful government action of some mag-
nitude has been seen as necessary, such as during the Great Depression or
during the Johnson administration’s efforts to alleviate poverty, national
power has gained. Until the Nixon and Reagan presidencies, the growth of
national power had been the dominant trend in twentieth-century federal re-
lations. Today, there is a definite shift toward placing more responsibilities on
state governments.

Several strong forces have helped to shape the contours of federalism. Es-
pecially influential throughout history has been the attitude of the Supreme
Court toward the powers of the national government and the states. The use
of grants-in-aid has enabled the national government to use its tremendous
financial resources to influence state and local governments. And the consid-
erable increase of informal and formal cooperation among national and state
and local government officials has provided reciprocal benefits to the parties
involved. Finally, the political parties, with their power bases at the state and
local levels, remain important checks on national power.

The shifts of power in the dialogue between the national government and
the states and localities have been accompanied by assumptions about democ-
racy and pluralism and charges of elitism. Those who favor the return of
greater power to the states argue that these governments are closer to the peo-
ple and thus more responsive to their needs. Others, however, have seen the
extension of national power, especially through the use of categorical grants-
in-aid, as a means of ensuring that disadvantaged segments of the population
at the local level are protected. Through the use of categorical grants-in-aid,
the Johnson administration aimed directly at expanding group power and the
boundaries of pluralism. This dramatic and obvious attempt to utilize national
power and resources to manipulate the political system, in turn, provided am-
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munition for those who maintain that American public policy is determined
by the powerful few.
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