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ABSTRACT 

The central purpose of this paper is to determine the net fiscal impact general revenue 
sharing (GRS) funds have had on local budgetary decisions in Billings, Great Falls, Helena, 
and Missoula, Montana from the inception of the GRS program in 1972 through June 30, 
1984. Special emphasis will be devoted to assessing the substitution effects. 

Two methods were employed to gather information. The first was a survey question¬ 
naire developed and used by The Institute for Social Research, University of Michigan, in 
their attempt to measure the fiscal and political impacts of revenue sharing for 1974 and 
1975. This questionnaire was modified somewhat so that data could be gathered on the 
entire life of the GRS program in these four Montana cities. Local officials in these cities 
were interviewed face to face to gather their responses. The second source of information 
was the Actual Use Reports and various city budget documents. 

There are four major conclusions to this research. First, that these four Montana cities 
have used their revenue sharing allocations in such a manner that the net fiscal impact has 
had a substitution effect in the budgetary outcomes in these cities. Second, these cities 
have used their GRS allocations for continuing activities, not new ones, and this use was 
not very creative or innovative. Third, revenue sharing is an important source of revenue to 
ease the fiscal crunch in these cities even though these funds constitute only a small portion 
of their budgets. Furthermore, these cities would have had to cut services and programs if 
these funds were not available as these cities have come to rely upon this steady, recurrent 
revenue source. Lastly, the findings in Montana on the use of GRS funds are similar to the 
findings of other studies on revenue sharing fund use in the nation. 
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CHAPTER 1 

INTRODUCTION 

Political Philosophy 

When general revenue sharing was proposed by the Nixon Administration, it was 

intended to serve as a substitute for some of the many categorical grant programs which 

had grown tremendously during the Johnson Administration and his “Great Society” pro¬ 

grams. During the Johnson years, Walter Heller and others felt that there actually would be 

a continuing source of excess federal revenue to share with state and local governments as 

the economy was rapidly expanding and federal budget surpluses were projected far into 

the future. However, shortly after the enactment of GRS, budget deficits rather than sur¬ 

pluses began to loom in the future. This condition was caused, in part, by a stagnant econ¬ 

omy accompanied by high inflation, along with the lingering economic effects of the 

Vietnam War. 

In response to the explosive growth of grants-in-aid, the Nixon Administration pro¬ 

posed two broad changes: (1) general revenue sharing (GRS); and (2) special revenue snar¬ 

ing or block grants. General revenue sharing, wnich President Nixon described as the finan¬ 

cial heart of the “New Federalism” he was proposing, was perceived as a general-purpose 

grant to be provided to state and local governments without many of the restrictive condi¬ 

tions attached to the grant-in-aid programs. The second change envisioned the combining 

of many specific-purpose grants into a limited number of categories.1 

In his August 13, 1969 message on revenue sharing, President Nixon said that “a 

majority of Americans no longer support tne continued extension of Federal services. Tfte 
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momentum for Federal expansion has passed its peak; a process of deceleration is setting 

in.” In his view, the “problems of tne cities and the countryside stubbornly resisted the 

solutions of Washington” during the five years or so prior to his election, with a resulting 

loss of popular faith in the efficacy of the national government. He saw the proliferation of 

grant-in-aid programs as producing “a gathering of the reins of power in Washington,” 

which in turn he pictured as representing “a radical departure from the vision of Federal- 

state relations the nation’s founders had in mind.” He tnen spoke of the administration’s 

commitment to reverse the trend of the last three decades and characterized his first 

revenue sharing proposal as “a turning point in Federal-state relations, the beginning of 

decentralization of governmental power, the restoration of a rightful balance between the 

state capitals and the national capital.”2 

In his State of the Union message to Congress in 1971 Nixon put the case even more 

strongly, asserting that the federal government was now “so strong it grows muscle-bound,” 

while the states and localities “approach impotence.” He also said, “Let us put the money 

where the needs are. And let us put the power to spend it where the people are.”3 

In his February 4, 1971 revenue sharing message to Congress, Nixon said that what 

we need “is a program under which we can enjoy the best of both worlds.” We would, he 

said, “combine the efficiencies of a centralized tax system with the efficiencies of decen¬ 

tralized expenditure.”4 

Also, President Nixon did not feel that when one level of government spends the 

money raised at another level it will be spent less responsibly and with less sensitivity to 

taxpayer pressures. 

. .. Giving states and localities the power to spend certain Federal tax monies 
will increase the influence of each citizen on how these monies are used. It will 
make government more responsive to taxpayer pressures. It will enhance account¬ 
ability. 
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The reason for tnis is that “accountability” really depends, in the end, on access¬ 
ibility—on how easily a given official can be held responsible for his spending 
decisions. The crucial question is not where the money comes from but whether 
the official who spends it can be made to answer to those who are affected by 
the cnoices he makes. Can they get their views through to him? Is the prospect 
of their future support a significant incentive for him? Can they remove him 
from office if they are unhappy with his performance? These questions are far 
more likely to receive an affirmative answer in a smaller jurisdiction than in a 
larger one.5 

Federal financial aid for purposes selected by the national legislature has created a 

“nationally dominated system of shared power and shared functions.” Extensive movement 

toward the revenue sharing alternative shifted the pattern toward a state-dominated system 

of shared functions. In either case, the basic relationship between the nation and the states 

today is one of “interdependence” rather than “independence.”6 

Methodology 

This paper will analyze a number of aspects of the GRS program from its inception in 

1972 through June 30, 1984 in four of the six largest cities in Montana: Billings, Great 

Falls, Helena, and Missoula. Bozeman was originally included in this study but later was 

eliminated. The city experienced administrative and financial problems in the late 1970s, 

and information concerning their use of GRS funds was not available for a two year period 

despite repeated efforts to obtain this data and the federal requirement that the city report 

this information to the Office of Revenue Sharing. Butte was not included since it is part 

of a consolidated county-city government structure. It would have been difficult to make 

comparisons with the other four Montana cities who must spend their GRS funds within 

their municipal boundaries. 

The analysis of fiscal effects of GRS concentrates on identifying the net, or real, 

changes in local finances that were brought about because of GRS funds. The major diffi¬ 

culty in identifying the net fiscal impact is the general “fungibility” of money, or how local 

funds are interchangeable with or replaceable by other local funds. The measurement of 
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net effects, therefore, involves determining the difference between what actually happened 

and what would have happened in the absence of the GRS program. Three approaches have 

been used by researchers in studying the incidence, or net fiscal effects, of revenue sharing. 

The most obvious consists of examining Treasury Department data on the planned and 

actual uses of these funds, as submitted periodically by all recipient jurisdictions. The 

second is actual field research. The third analyzes national statistics on state and local 

finances and employment as a means of identifying the fiscal effects of revenue snaring on 

a trend-line basis.7 This study will utilize the first two approaches. The distributional 

effects which analyzes the formula used to distribute funds is not part of this study. 

This study will also attempt to measure the political effects which the GRS program 

may have had on local governments. Field observation would be the only source to deter¬ 

mine effect in this instance. Anticipated political effects were advanced by many Congres¬ 

sional and other proponents as being among the primary reasons for their support of 

revenue sharing. It was seen as a means of making decisions “closer to the people” and, in 

the process, for revitalizing state and local governments. The coverage of budgetary pro¬ 

cesses focuses on who decides, and how, on the uses of shared revenue and on what this 

means for the relative roles and responsibilities of the different actors in the budget process, 

as well as for those persons and interest groups who might have been expected to be 

involved, but are not included, in the decision-making processes for revenue snaring. 

According to the decentralization theory, the expectation is that the role of generalists in 

local government, both elected and appointed, will be increased and that the influence of 

functional or program officials will correspondingly be diminished. A further assumption 

is that, over time, revenue sharing will produce greater interest and competition in these 

decision-making processes.8 

Two methods were used to assess the fiscal and political impact of GRS in these four 

Montana cities. The first source of information was derived from the responses of city 
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officials to the questionnaire used by The Institute of Social Research at the University of 

Michigan in their attempt to measure the fiscal and political impact of GRS funds on vari¬ 

ous local governments in 1974 and 1975.9 The survey instrument used in this study in 

Montana was modified somewhat to cover the entire life of the GRS program. The instru¬ 

ment also provided a means of obtaining detailed information about priorities and why 

these local officials felt that certain projects and programs received GRS funds. The survey 

questionnaire was also very valuable in obtaining the perceptions of city officials about a 

number of different aspects of the GRS program. 

The second source of information consisted of reviewing the Actual Use Reports and 

city budget documents. An examination of these reports, including sub-categories not in 

these reports and their classification, resulted in more accurate data. This information was 

gathered to compare these four Montana cities not only with each other, but also with 

other cities in the nation. 

Organization of the Paper 

This paper will consist of seven chapters along with one appendix. The first chapter is 

an introduction which briefly describes the political philosophy of GRS and the method¬ 

ology used in this study. The second chapter gives a short summary of previous studies on 

GRS which identify the substitution effect of GRS funds. The third chapter gives a brief 

history of federal grants-in-aid along with their advantages and disadvantages. Chapter 4 

contains a discussion of general revenue sharing as an alternative to grants-in-aid, the fac¬ 

tors contributing to its passage, a brief legislative history of GRS, and a description of the 

major provisions of the 1972 Act and its extensions. Chapter 5 describes tne municipal 

resource allocation process which is important in being able to understand how GRS funds 

are allocated in the budgetary process. Chapter 6 contains the original research information 

and is divided into two sections. The first section contains the responses of various city 
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officials to the survey questionnaire, while the second section reports on the actual expen¬ 

diture of GRS funds. The final chapter contains the conclusions of this study and com¬ 

pares these results with other findings of previous GRS studies. In the appendix is tne 

survey questionnaire used to obtain information on a number of aspects of GRS in these 

Montana cities. 
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Notes 

1 James A. Maxwell and J. Richard Aronson, Financing State and Local Governments 
(Washington, D.C.: The Brookings Institution, 1977), p. 47. 

2 Michael D. Reagan, The New Federalism (New York: Oxford University Press, Inc., 
1972), p. 97. 

3 Ibid., pp. 97,98. 

4 Ibid., p. 98. 

5 Ibid., p. 106. 

6 Ibid., p. 145. 

7 Richard P. Nathan, Allen D. Manvel, and Susannah E. Calkins and Associates, Moni¬ 
toring Revenue Sharing (Washington, D.C.: The Brookings Institution, 1975), pp. 7-8. 

8lbid., pp. 9-10. 

9 F. Thomas Juster, ed., The Economic and Political Impact of Revenue Sharing 
(Washington, D.C.: U.S. Government Printing Office, 1976), pp. 207-255. 
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CHAPTER 2 

MEASURING NET FISCAL IMPACT OF GRS 

Substitution Effect 

Most studies attempting to analyze the fiscal effects of GRS funds have concluded 

that there is a substitution effect resulting from the use of these funds. The substitution 

effect relates to tne net fiscal impact which GRS funds have had on the local budgetary 

process. In general, if GRS funds were used for maintaining or increasing operating expen¬ 

ditures and capital outlays, stabilizing or reducing taxes and/or borrowing, and adding to 

the city’s surplus or reserve account they were said to be used in a manner which substi¬ 

tuted for local funds. The principal supposition was that GRS funds were then being used 

for existing, on-going programs and projects and not new activities. This substitution 

would thus result in spending more money for these activities or spending the same 

amount as in previous years and then using GRS funds, in whole or in part, to either keep 

taxes from going higher or reducing taxes, reducing or at least not increasing local borrow¬ 

ing, or building up local reserves. The final result would be that local budgets would not 

necessarily be increased in an amount equal to GRS funds received. One of the major 

propositions of this paper is that these four Montana cities have substituted GRS funds 

for local funds. 

Patrick Larkey gives the best description of this substitution effect. By using GRS 

funds to support functions normally supported by local general revenues and then using 

the “freed” local general revenues to reduce collections from local revenue sources such as 
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property taxes, local officials can substitute GRS funds for local revenues. This “displace¬ 

ment effect” may be direct in the form of reduced tax levies or reduced collections on 

other revenue sources that result in an absolute decrease in revenue receipts from local 

sources. Or the displacement effect may be more subtle, taking the form of averted 

increases in local revenue collection efforts that would have been required or sought if 

GRS funds had not been available.1 

Previous Studies on GRS 

The value of previous studies on the use of GRS funds has been immeasurable for this 

study. First, the survey questionnaire used here was adapted from a previous study. Second, 

the supposition that Montana cities have used their GRS funds for substitution purposes 

also came from these earlier studies. Lastly, these previous studies are important in being 

able to compare and contrast the use of GRS funds in Montana with other cities in the 

nation. 

A study by The Institute for Social Research at the University of Michigan was con¬ 

cerned with an attempt to measure the fiscal and political impact of GRS funds for 1974 

and 1975. They asked chief executives, finance officers, and chief administrative officers 

in local government how their budget situation would have been different if GRS funds 

had not been available. The implicit logic of the survey approach is that those concerned 

with administering the GRS program, being closely associated with and involved in the 

budgetary decision-making process, should be able to supply estimates of the net fiscal 

impacts that are at least as accurate as those obtainable from analysis of budgetary data, 

since the respondents are able to take account of features of their own governmental unit 

that are often quite difficult to handle in statistical models.2 
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The possible difference between the actual budget situation with GRS and what it 

would have been without GRS can be classified into five types of adjustments according 

to their study. Without GRS funds: 

1. local operating expenditures might have been lower than they were; 

2. local capital expenditures might have been lower than they were; 

3. local taxes might have been higher than they were; 

4. local borrowings might have been higher than they were; 

5. local reserves or surpluses might have been lower than they were. 

Put more simply, something had to change as a consequence of GRS funds, and the five 

categories specified above are a mutually exclusive and fully exhaustive set of changes that 

might have taken place.3 

The survey questionnaire sought data on the above items along with general percep¬ 

tions these city officials had about the GRS program. Each of the questions were then fol¬ 

lowed by detailed information on the degree to which expenditures, taxes, or borrowing 

would have been affected, although specific questions depend on the answers to earlier 

questions and differ somewhat with respect to the treatment of expenditures and taxes. 

Respondents were also questioned about very broad categories and little effort was made 

to obtain the refined details that showed up in other GRS studies.4 

David A. Caputo and Richard L. Cole were interested in determining the “actual” 

impact of revenue sharing on the spending patterns of local governments for the initial 

round of revenue sharing allocations in 1972. They surveyed 212 cities, 124 of which had 

populations between 50,000 and 100,000.5 

For determining fiscal effects, a Brookings Institution study in 1975 was interested 

not so much in what public officials say they are doing with revenue sharing money as in 

probing to determine what really was different because of the presence of GRS funds. The 

main problem in trying to gauge the effects of revenue sharing upon the financies of local 
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governments is that insufficient attention has been given to the difficulty of saying how 

shared revenue is actually used. In the original legislation, the reporting system prescribed 

for local units to relate to the so-called “priority-expenditure areas.” Yet, in many cases, 

the resulting “attributions” of shared revenue by local public officials mask its real effects. 

Although a given government may attribute shared revenue to police protection, if it does 

not spend any more for police protection than it would have anyway, then the real uses, 

or what can be called the “net fiscal effects” of revenue sharing, must be sought elsewhere.6 

The Brookings study categorized net fiscal effects as follows7 : 

A. New Spending Effects 

1. New Capital Expenditures: spending for capital projects or the purchase of 

equipment that, without revenue snaring, would not have occurred at all or 

would have occurred at least one year later. 

2. New or Expanded Operations: operating expenditures begun or expanded 

with shared revenues (excluding pay and benefit increases). 

3. Increased Pay and Benefits: using shared revenue for pay and fringe benefit 

increases that otherwise would not have been authorized, either at all or at 

the levels approved. 

B. Substitution Effects 

1. Tax Cut: using shared revenue to finance on-going programs with a conse¬ 

quent freeing of the city’s own resources to permit a reduction in tax rates. 

2. Tax Stabilization: using shared revenue to finance on-going programs with a 

consequent avoidance of an increase in tax rates that otherwise would have 

been approved. 

3. Program Maintenance: allocating shared revenue to on-going programs for 

which the alternative course, without revenue sharing, would have been to 
% 

eliminate the programs or cut their scope. 
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4. Avoidance of Borrowing: substituting shared revenue for borrowing that 

otherwise would have been undertaken. 

5. Increased Fund Balances: allocating shared revenue to on-going programs, 

with a consequent net effect of increasing fund balances (surpluses). 

In his 1979 study of the fiscal effects of GRS funds on five citizs, Patrick D. Larkey 

felt it essential to use explicit models that, regardless of their inadequacies deriving from 

conceptual and methodological limits, are accessible to the researcher and permit direct 

appraisal. The first criterion for model development is explicitness. For testing (compari¬ 

son with observed outcomes), the hypothesis on “what revenue and expenditure patterns 

would have been” must be in the form of numerical (dollar) time series. The second criter¬ 

ion is plausibility: it must be consistent with a positive theory of municipal resource alloca¬ 

tion processes and it must have predictive force in being able to rephcate observed out¬ 

comes in the period prior to GRS with some statistical reliability. The third criterion for 

model development is feasibility: it must be possible to specify and estimate it with limited 

research sources for a number of city governments.8 

The formal models used by Larkey assert that the broad outline of resource allocation 

decision processes is similar among cities9: 

1. Decision making focused on marginal changes to the prior year’s base and the bal¬ 

ance requirement. 

2. The dominant effect of GRS on the budget problem is to shift the revenues lineup: 

GRS increases revenues without drawing directly upon local sources. 

3. General revenue sharing funds can postpone unpleasant budgetary problems until 

time takes the cities to a better financial position. 

4. General revenue sharing funds can also ease the problem between revenues availa¬ 

ble and maintain existing service levels. 
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Figure 1 was used by Larkey as a simple diagrammatic illustration of the “Fiscal prob¬ 

lem” that many cities face and the effect of GRS, as the program is presently constituted, 

on that problem. The problem is created by differential rates of growth in “service costs” 

and “revenues.” The “costs” line represents the growth in the nominal dollar cost of fund¬ 

ing a constant level of service inputs. The “revenue” line represents the growth in receipts 

from all sources, such as tax rates and fees, with constant rates. The scale of the ordinate 

is nominal dollars and therefore each line reflects an “inflationary” component and a “real” 

component. The vertical gap between the costs and revenues lines at a given point is best 

understood as the number resulting from calculating a “first trial balance”-the initial 

comparison in the budgetary cycle between estimated revenues and estimated expenditure 

requirements.10 

Figure 1. The municipal “fiscal problem.” Source: Patrick D. Larkey, Evaluating Public 
Programs: The Impact of General Revenue Sharing on Municipal Government 
(Princeton: Princeton University Press, 1979), p. 117. 



14 

To the left of A, estimated revenues are greater than estimated expenditures and the 

“problem” is to eliminate a projected surplus. The pleasant budgetary choices are: (1) 

reduce local taxes; (2) purchase new service inputs or improve facilities; and/or (3) invest 

and buffer the future. To the right of A, estimated expenditure requirements exceed esti¬ 

mated revenues and the problem is to eliminate a projected deficit. The unpleasant choices 

are: (1) reduce the level of service inputs; (2) raise more revenues; and/or (3) incur operat¬ 

ing deficits. In any particular situation these options for eliminating the projected surplus 

or deficit may not be available or may be very complicated. For example, to raise addi¬ 

tional local tax revenue it may be necessary to secure changes in state law and/or secure 

local voter approval through a referendum, either action requiring months or even years of 

effort on the part of local officials.11 

For cities to the left of A, GRS is a windfall. The program enables them to do more'' 

in the way of increasing services, increasing the municipal surplus, or reducing local taxes 

—the options available when the budget problem is surplus elimination. For cities between 

A and B, GRS postpones the unpleasant budgetary problems until time takes the cities to 

the right of B. For cities to the right of B, GRS eases the budget problem. The gap between 

revenues available in any year and the amount required to maintain existing service levels is 

increasingly worse with time where revenues are increasing at a differentially slower rate 

than service costs.12 

Several other effects of GRS are possible. Because of the tax effort factors in distribu¬ 

tion, the amount of GRS is in part a function of the level of the original revenues line. 

GRS might result in a downward shift in local tax effort through revenue displacement. 

Also, costs may be influenced by GRS, such as unions negotiating more vigorously know¬ 

ing that more money is available. Finally, if GRS is used to improve the efficiency of ser¬ 

vice delivery, it might shift or change the slope of the cost line: the efficiency gains may be 

those of scale or from changes in factor mix toward greater capital intensity.13 
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A number of predictions about local responses to grant programs can be made from 

the framework formulated by Larkey by noting what the budget problem is in particular 

communities and how particular grant programs affect that problem. For example, cities 

to the right of B will tend to use GRS funds to displace recurrent expenditure obligations 

and not to displace local revenues. Cities to the left of A will tend to use GRS funds for 

revenue displacement, nonoperating expenditures such as capital projects, new operating 

programs, and/or improvements in existing operating programs. For predicting responses 

to categorical programs, two factors are particularly important: (1) the opportunities the 

programs present for substitution; and (2) the local budget problem.14 

Chapter 3 gives a brief history along with the advantages and disadvantages of grants- 

in-aid. 
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CHAPTER 3 

FEDERAL GRANTS-IN-AID 

Brief History of Grants-In-Aid 

Grants-in-aid have a history as old as the Republic, being part of the American system 

of government since its very inception. The first federal aid programs date back to the Arti¬ 

cles of Confederation. In 1785, the Continental Congress enacted the Northwest Ordinance, 

providing that every “school section” in the townships of the Northwest Territory should 

be set aside for public schools. In 1787, it reserved two townships of land to support a 

university in the Ohio Territory.1 

In 1803, when Ohio was admitted as a state, Congress earmarked 5% of the proceeds 

from the sale of federal lands, one of its main sources of revenue, for distribution to the 

states in which the land was located. This precedent was followed for other western states 

as each new state entered the Union. These funds were expected to be used for education 

and transportation, but no legal strings were attached nor was any attempt made to moni¬ 

tor a state’s use of these funds. Their distribution benefitted mainly the developing, sparsely 

populated areas of the country west of the Appalachians where most of the land was feder¬ 

ally owned. The more populous states of the eastern seaboard also benefitted from the sale 

of the land, although indirectly, since 95% of revenues from these land sales were retained 

in the federal Treasury.2 

Thomas Jefferson was among the first to propose a distribution of surplus revenue. 

He advanced his proposal in his second inaugural address which he delivered on March 4, 

1805 in stating that the surpluses generated because of import duties should be used, in 
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times of peace, to fund projects within each state relating to rivers, canals, roads, arts, 

manufacturers, and education among others.3 

Jefferson and Secretary of the Treasury Gallatin had great plans for a national univer¬ 

sity as there was a surplus of over $5,000,000 in 1807. This surplus rapidly disappeared as 

Jefferson’s great gunboat scheme was carried into effect and the embargo restraining free¬ 

dom of commerce resulted in a deficit by 1809. However, by 1817, large imports which 

succeeded the long period of restriction produced a surplus of $5 to $6 million.4 

In 1817, this money was before the eyes of Congress long enough to arouse expecta¬ 

tions of more, so that $20,000,000 were disposed of upon the strength of the $6,000,000 

surplus. It is at this time that the distribution theory appeared again in modified form. For 

ten years thereafter, there was an annual surplus of revenues ranging from $2 to $6 million 

which was totally applied to the payment of the public debt. By 1827, however, the coun¬ 

try had become so prosperous that visions of surplus revenues in excess of the debt began 

to appear.5 

In 1818, Congress provided that states be given 5% of the net proceeds of land sales 

within their boundaries with the stipulation that 3% be used “for the encouragement of 

learning, of which one-sixth part shall be exclusively bestowed on a college or university.” 

These early grants were outright donations with no matching requirements and no federal 

supervision.6 

The other important source of federal revenue during this period was the tariff. 

Because tariff rates were the result of a delicate political compromise between the North 

and the South, and the price of public lands was likewise the result of a political compro¬ 

mise between the East and the West, the federal government was seriously hindered in 

making adjustments in either for the purpose of economic pohcy. A Senate committee in 

1826 referred to “the serious inconvenience of an overflowing Treasury.” Funds could not 

be used for repayment of the federal debt since it had been completely retired.7 
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The first notable Congressional discussion of distribution projects came up in the 

Spring of 1832 under the leadership of Henry Clay, who had advocated the distribution of 

land revenues for many years. However, when the Congress did pass a revenue sharing bill, 

it was vetoed by President Jackson in December of 1833 who claimed that states’ right 

would be in jeopardy as they would depend on Congress for money and lose their indepen¬ 

dence and dignity.8 

On January 1, 1837, the federal government found itself with a large surplus of 

$37,468,860. Congress voted to distribute to the 26 states then in existence all these funds 

except for $5 million. These funds were placed on deposit with the states subject to recall 

with the understanding on the part of Congress that the states would not have to repay 

these funds. This led the states to greater undertakings and much of the funds were spent 

extravagantly and led to a great deal of corruption.9 

As labor was drawn away from agricultural pursuits, every undertaking became more 

expensive than the last, speculation was rampant, and states began to borrow additional 

funds. In a speech delivered on May 31, 1836, Daniel Webster, speaking of the distribution 

of surplus revenues and while favoring a distribution in a crisis, said, “. . . I cannot recon¬ 

cile myself to, the spectacle of the states receiving their revenues, their means even of sup¬ 

porting their own government, from the Treasury of the United States.” Also speaking of 

the distribution of surplus revenue, Henry Clay stated, “There is, then, I repeat, no power 

or authority in the general government to lay and collect taxes in order to distribute the 

proceeds among the states.”10 

Under the Surplus Distribution Act, funds were allocated to the states in proportion 

to their respective number of Senators and Congressmen. Payments were to be made in 

quarterly installments. The amount distributed in 1837 amounted to $28 million. In later 

years, discussion continued about distributing surplus federal revenues to the states, but 

relatively little came of it. A program was launched in 1841 to distribute land-sale proceeds, 
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this time among the states on the basis of population, but only $691,000 was actually 

distributed.11 

The distribution of federal funds in the 1850s resulted in waste and affected the credit 

of Ohio, Connecticut, Georgia, Illinois, Indiana, Maryland, Pennsylvania, Michigan, New 

York, New Jersey, and Tennessee. It is questionable whether or not the distribution of 

these federal funds was of any lasting benefit to the states.12 

Charles Fenton Mercer, an advocate of distribution, said later that the surplus de¬ 

posited, 

. .. was used up generally in some visionary project (such as a useless canal on 
the very banks of the Potomac River), or it was distributed in some way to the 
benefit of party and wasted by demagogues. The states wasted it as they had 
done millions before or, what was infinitely worse, the dominant politicians got 
hold of it and under pretense of supporting schools or doing some work for the 
state, they and their abettors used it up.13 

The Morrill Act of 1862 gave each state land from the public domain, 30,000 acres 

for each member of Congress to establish colleges in agriculture and the mechanical arts. 

These colleges later became known as land-grant institutions. In 1887, the Hatch Act 

authorized $15,000 a year for each state to operate an agricultural research station and it 

was the first time Congress imposed the modest condition that a financial report be sub¬ 

mitted annually. In 1890, a second Morrill Act authorized cash payments for land grant 

colleges.14 

Until 1861, the federal government subsisted largely upon the receipts from the tariff 

and the sale of public lands. During the Civil War, under the pressure of sudden necessity, 

it resorted to income, inheritance and a wide range of excise taxes. The tariffs, however, 

still held the major position as the federal source of revenue. Up until the time just before 

World War I, the federal tax system was a simple one, and conflict with the states was 

avoided because the federal government confined itself largely to sources of revenue which 



21 

the states were forbidden to tax such as customs, or which they had never seemed too fit 

to employ widely, such as excises on alcoholic beverages or tobacco.15 

However, in the early years of the 20th Century, the states began to complain consid¬ 

erably of the inadequacy of the property tax, and began to develop supplementary sources 

of revenue. The federal government, partly under the stimulus of the World War I emerg¬ 

ency, also embarked upon a program of broadening its revenue base by taxing gasoline, 

income, and motor vehicles—all sources of tax revenue up to this time used by the states.16 

It was not until 1911, by the Weeks Act, which offered grants for forest fire protec¬ 

tion, did Congress impose advance federal approval of state plans and federal supervision 

of performance.17 With the Smith-Lever Act of 1914 to subsidize county agricultural 

extension agents came the use of conditions now familiar in grants-in-aid. States had to 

match federal grants and to submit plans for their county agents for advance approval.18 

In the next two decades several other federal grant programs were initiated. The most not¬ 

able were for highways in 1916 and vocational education in 1917.19 

By as late as 1930, federal grants-in-aid programs supplied only $150 million annually 

to state and localities. A very important development since the New Deal has been the pro¬ 

liferation of intergovernmental transfers, especially in the form of block grants and shared 

taxes.20 

The situation worsened during the Depression as property values fell, revenues dried 

up, and state and local governments simply ran out of money. Grants to states and locali¬ 

ties rose sharply, reaching $945 million in 1940. Most of these grants financed welfare, 

general relief, public works, and social security programs traditionally believed to be the 

responsibility of state and local government. World War II slowed this process somewhat as 

states and localities found temporary fiscal happiness with abundant revenues and low 

interest rates on their borrowing. By 1947, federal grants-in-aid had risen to $1.6 billion. 
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But sharp increases in prices and new demands for public services created pressures for 

more federal aid to state and local treasuries.21 

The greatest upsurge in federal grants occurred in the 1960s and 1970s. The number 

of grants was 181 in 1963 and some 500 in 1973. The amount of expenditure for these 

grants was $8.3 billion in 1963 and rose sharply to $43.1 billion by 1973. Federal grants 

were 18.9 percent of state-local taxes in 1963, and 32.6 percent in 1973. This explosive 

rise in both the number of and the amount of federal grants prompted President Nixon to 

recommend two broad changes: general revenue sharing and special revenue sharing.22 

Advantages and Disadvantages of Federal Grants-In-Aid 

Grants-in-aid are well adapted for use in the federal system, but they also encounter 

numerous difficulties. There are many ways in which aid may be distributed, and it is 

always difficult to agree on a formula. The circuitous routing of revenue from local com¬ 

munities to central units and back again is not always conducive to economy and local 

self-reliance and independence. Disputes often arise concerning the control features of aid. 

The selection of functions for aid at the federal level is said to be opportunistic, and this 

is said to have led to the distortion of localized expenditure patterns.23 

However, federal grants-in-aid have some clear advantages to state and local govern¬ 

ments24 : 

1. They let states and cities do what their people want and need, but otherwise lack 

the funds to do, in fields where there is national interest, such as highways and 

airport construction, health, education, welfare, housing and community devel¬ 

opment, and environmental control. 

2. They encourage local innovation which, once proved sound, can then be widely 

dispersed. 

3. These grants help to equalize poorer and richer states. 
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4. Funded largely from the progressive federal income tax rather than from the 

regressive state and local property and sales taxes, federal grants improve social 

equity and economic soundness. 

But the Federal grant-in-aid balance sheet contains substantial liabilities2 5: 

1. They often frustrate state and local officials by their sheer number (at one time 

over 1,600 separate grants), complexity, and over speciahzation. 

2. The matching requirements, coupled with excessive specialization, distorts com¬ 

munity planning in the sense that a grant recipient may have to terminate or cur¬ 

tail a good, locally funded program because it needs the money to provide its own 

50% matching funds for a federal program which it deems much less desirable. 

3. Grants-in-aid dull the edge of local initiative and creativity since localities will not 

attempt to search for new solutions to problems in areas not covered by the fed¬ 

eral grants. 

4. Federal grants can also be discontinued just at a time when they are most needed 

or when programs are finally in full operation. 

5. Categorical grants-in-aid cannot resolve the state-local fiscal crisis simply because 

no financial assistance is available to help solve the tremendous range of state and 

local needs “falling between the categories/’ 

General revenue sharing was seen as an alternative to offset the disadvantages of fed¬ 

eral grants-in-aid. Chapter 4 will deal with this alternative and also identify the factors 

which contributed to the passage of general revenue sharing, including Congressional action. 

Also, the next chapter will outline the major provisions of the Act and its extensions. 
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CHAPTER 4 

GENERAL REVENUE SHARING 

GRS As An Alternative to Grants-In-Aid 

Revenue sharing is an approximate synonym for an unconditional or general-purpose 

grant. By such a grant, the donor government does not manifest an interest in specific 

functions of the recipient government. The logic of such a grant is that the federal govern¬ 

ment has an interest in enabling all standard state and local functions to be performed at a 

foundation or average level, and has an ability superior to that of state and local govern¬ 

ments to raise revenue. Federal supervision and conditions would not be appropriate and 

efficient because they could not take account of the diversity and heterogeneity of state 

and local needs. The rationale of an unconditional grant is to enable governments in all 

states, by exerting an average fiscal effort, to provide an average level of services to their 

citizens.1 

General revenue sharing is a dramatic alternative to grants-in-aid. The law specifies 

how much money will be paid each year to state and local governments. Allocations are 

made by a series of complex formulas based upon population size, tax effort, personal 

income and, in some cases, urban population and income tax collections. A ceiling is pro¬ 

vided to limit how much any jurisdiction will receive, as well as a floor to guarantee that 

most jurisdictions will receive something. This entitlement provision allows these govern¬ 

ments to plan well in advance as to how these funds will be used. Also, jurisdictions receive 

funds without having to make application for these dollars—time and energy are not wasted 
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in proposal writing. A jurisdiction can better plan in using these funds, rather than attempt¬ 

ing to link together small diverse grants. Jurisdictions that need funds, but do not have the 

staff capacity to make application for categorical grants, can now more easily receive and 

administer these funds. Revenue sharing further attempts to solve some of the problems 

associated with categorical grants. Jurisdictions have freedom in deciding which functional 

areas will receive the funds. This freedom presumably permits local priorities to be better 

served than they would be by categorical programs.2 

However, general revenue sharing is not without faults. Entitlements restrict the fed¬ 

eral government’s ability to control its own budget and how these funds are spent. The 

formula may provide monies to jurisdictions not in need. The floor provision may prop up 

basically inefficient jurisdictions that might have been forced by economics into consoli¬ 

dating their services with other governments. The ceiling, on the other hand, denies needed 

funds to many jurisdictions, particularly central cities. The use of the personal income fac¬ 

tor is inadequate in gauging the wealth of a community because local jurisdictions obtain 

the largest portion of their revenue from sources other than the income tax. The initial 

provision that each state government receives one-third of the revenues coming into the 

state fails to take account of the great variations in the extent to which states provide 

services to their local governments. Too much money has been used for public safety and 

not enough for social services. Communities allegedly have been allowed to squander their 

GRS funds, whereas categorical grants required more planning. Revenue sharing has also 

been criticized for not encouraging citizen participation in determining the use of funds. 

Another criticism is that GRS funds have been used to discriminate against minorities.3 

Factors Contributing to the Passage of GRS 

There were a number of factors contributing to the rising national attention to and 

ultimate passage of general revenue sharing. 
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Fiscal Factors 

Several fiscal factors pushed GRS to the front. There was a mismatch between 

national revenues and state-local expenditures. There was a concern over the inadequate 

supply of public services and goods in education, health, sanitation, police and fire protec¬ 

tion, among others. There was even a fear that the national government would have a sur¬ 

plus of fiscal dividend.4 

States and cities cannot go it alone fiscally. In contrast to Federal rehance on growth- 

responsive taxes—taxes whose revenue rises proportionately faster than the gross national 

product—states and localities depend largely on taxes that respond sluggishly—such as 

property and sales taxes.5 

Thus, what we have is a pattern of substantially progressive Federal taxes and expen¬ 

ditures, strongly regressive state-local taxes, and strongly progressive state-local expendi¬ 

tures.6 

Revenue sharing could supply the missing fiscal link. On one hand, the funds would 

not be tied to specified national interests, bound by detailed controls, forced into particu¬ 

lar channels, and subject to annual Federal decisions. On the other hand, they would not 

have to be wrung out of a reluctant state-local tax base at great pohtical risk to bold inno¬ 

vative governors and legislators. In short, revenue sharing would provide a dependable flow 

of Federal funds in a form that would enlarge, not restrict, the options of state and local 

decision makers.7 

Partisan Politics 

Revenue sharing was favored in Congress and pushed strongly by several prominent 

Republicans, many conservatives of both parties, and by liberal Democrats, for different 

reasons.8 
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Decline of Party Politics 

Revenue sharing could be pushed and finally passed because discipline had dechned 

within the two major political parties. This decomposition of party allegiance and cohesion 

paved the way for passage of GRS and made GRS a prominent issue.9 

There has been a dechne in party unity since the Franklin D. Roosevelt Administra¬ 

tion. Voters today are more knowledgeable, more attentive, and more issue oriented than 

they were in the days of FDR and Eisenhower. There has also been party decomposition in 

Congress. Since the mid 1960s, partisanship in the House fell to unprecedent levels. Voting 

blocks such as Northern and Southern Democrats, and even Republicans on certain issues, 

cannot be relied upon as was the case in the past.10 

The intergovernmental lobby composed of organizations of public officials, elected 

or appointed, exercising general responsibilities in subnational governments have become 

strong lobbying groups affecting national pohcy. Thus, we have seen a dechne of party and 

the rise of the intergovernmental lobby.11 

Revenue sharing tends to alter American federalism in a distinctive way: it is decen¬ 

tralizing in the mode of distributive localism. The GRS Act was a compromise between 

liberals, moderates, and conservatives of both parties.12 

The 1972 Act assumes importance because its passage and its character are related 

intrinsically to these two long-run changes in American politics: the rise of the professional- 

bureaucratic complex and the intergovernmental lobby. In its impact on federalism the 

Act is decentralizing in a distinctive way. It is not a liberal measure that tends to equalize 

regional disparities, nor is it a conservative measure that devolves power on the more vigor-, 

ous and vital subnational governments. Its tendency is rather to increase the supply of 

public goods by subnational governments, while maintaining and enhancing the existing 

territorial fragmentation of power among these governments, with little regard for merit 

or for need.13 



30 

Intergovernmental Politics 

Lobbying by governors, mayors, and public interest groups altered Congressional 

views on revenue sharing by pressuring Senators and Representatives of both parties indi¬ 

vidually and collectively.14 

Influence of Prominent Persons 

Revenue sharing was endorsed by such notables as Walter Heller; Secretary of the 

Treasury John Connally; Senator Russell Long, Chairman of the Senate Finance Commit¬ 

tee; Wilbur Mills, Chairman of the House Ways and Means Committee; Governor Nelson 

Rockefeller; and, of course, President Nixon.15 

Administrative Practicalities 

Revenue sharing became an attractive policy for two contradictory reasons. On the 

negative side, the President, Congress, and various federal officials had become acutely 

concerned over the tremendously complex operations that the proliferation of grants had 

generated. On the positive side, it was assumed that the GRS program could be adminis¬ 

tered with a minimum amount of administrative effort.16 

Public Popularity 

There was widespread support for GRS from elected officials and the general public 

as well.17 

The purposes of general revenue sharing as envisioned by supporters can be grouped 

along a liberal-conservative political spectrum18: 

Liberal 

— Help the poor and disadvantaged, especially in cities. 

— Provide cities with more funds to combat urban problems. 

— Equalize or redistribute funds to lower income areas. 
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— Finance more public goods and services. 

— Rely more on income taxation for public service financing. 

Moderate, Middle of the Road 

— Stimulate the use of state income taxes. 

— Promote the reform and modernization of state-local government. 

— Ease the fiscal crunch of cities and states. 

— Stabilize and/or reduce property taxes. 

Conservative 

— Decentralize power. 

— Contain or restrain the growth of the national government. 

— Cut “handling” costs of dollars entering and leaving Washington. 

— Substitute general revenue sharing for categorical grants. 

Other supporters, such as Congressman Henry S. Reuss (D-WI), looked to revenue 

sharing as a means of encouraging governmental reforms. Reuss introduced bills in 1967, 

1969, and 1971 to tie revenue sharing grants to broad reform programs on the part of 

state and local governments. The idea failed to attract wide support.19 

Congressional Action 

The occasional bills introduced in Congress during the 1950s indicated spurts of 

interest in general-support grants from the federal government to the states. These bills 

were based on the premise that the funds provided should substitute for existing categori¬ 

cal grants. In sharp contrast, the revenue sharing concept advanced during the Jonnson 

Administration by Walter H. Heller, Chairman of the Council of Economic Advisers, was 

based on the premise that revenue sharing should be a supplement to existing federal 

grants. Heller proposed revenue sharing in 1964 as a way of distributing the growing fis¬ 

cal dividends of the federal government.20 
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During the Nixon years, Republicans in Congress pushed for enactment of general 

revenue sharing as a means of slowing the rapid increases in categorical grants. By the time 

of Nixon’s inauguration in 1969, there was little doubt that a revenue sharing plan would 

be forthcoming. The main questions were its size and structure. The recommendation to 

include all general-purpose state and local governments, some 39,000 units, helped solidify 

widespread support for this concept.21 

There were three prominent purposes evident in Congressional deliberations on gen¬ 

eral revenue sharing. The first program aim was to furnish fiscal support for state and local 

governments which these extra funds obviously accomphshed. The second aim was to pro¬ 

vide a new type of federal aid which would be more flexible and less complicated than the 

categorical grants. The third aim was to assist policymaking generalists among state and 

local officials, such as mayors and finance officers, in determining priorities. This would be 

a different set of officials operating in a different arena from the functional specialists 

required to administer the complicated and administratively costly requirements of the 

categorical programs.22 

There were a number of proposals presented to the First Session of the 92nd Congress 

in 1971. A bill was drawn up and finally endorsed by Wilbur Mills, but Congress adjourned 

without passage. President Nixon again called for passage of a revenue sharing bill in his 

State of the Union message to Congress on January 20, 1972.23 

The House and Senate hammered out various compromises in formulating a revenue 

sharing package during the Second Session of the 92nd Congress in 1972.24 A House-Senate 

Conference Committee reached agreement on such issues as formulas, limiting expenditures 

of shared revenue by local governments to priority-expenditure categories, the level and 

method of funding, and various other provisions of the bill. The House accepted the con¬ 

ference report on October 12,1972 by a vote of 265-110; the Senate on October 13,1972, 

by a vote if 59-19. The Second Session of the 92nd Congress ended the following day. The 
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State and Local Fiscal Assistance Act became law on October 20, 1972 when President 

Nixon signed H.R. 14370 in a ceremony in Independence Hall in Philadelphia in the pres¬ 

ence of a large group of state and local officials. He expressed hope that revenue sharing 

would “renew” the American federal system created in Philadelphia two centuries earlier.25 

Major Provisions of the Act 

The State and Local Fiscal Assistance Act of 1972 (H.R. 14370; PL 92-512)26: 

1. Created a trust fund to remain available without fiscal year limitation. 

2. A sum of $30,212,500,000 was appropriated to the trust fund from federal income 

tax revenues for a five-year period effective from January 1, 1972 to December 

31, 1976. 

3. It allocated to each state, and created a complex distribution system for each 

entitlement period, the greater of two amounts computed by the following 

methods: 

(a) a three-factor formula allocating to each state an amount in the same ratio to 

$5.3 billion (the initial annual rate) as the figure produced by the state’s pop¬ 

ulation multiplied by its state and local government tax effort multiplied by 

its relative income was to the figure produced by the same factors for the 

nation as a whole. 

(b) a five-factor formula allocating (at an initial level of $5.3 billion) $3.5 billion 

among the states according to population (one-third), urbanized population 

(one-third), and population weighted by per capita income (one-third); and 

the remaining $1.8 billion according to individual income tax collections by 

state governments (one-half) and the general tax effort of state and local 

governments (one-half). 
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4. One-third of each state’s entitlement was allocated to the state government and 

the remaining two-thirds to local governments within the state. The local govern¬ 

ments’ two-thirds would be divided as follows: 

(a) allocated to each county within a state an amount computed on the basis of 

population, tax effort and relative income. 

(b) allocated to each country government an amount determined by the ratio of 

its tax collections to total tax collections by all governments in the county. 

(c) allocated among all township governments within a county a total amount 

determined by their combined share of tax collections, with each township’s 

amount determined by population, tax effort and relative income. 

(d) allocated the remainder of the county’s share among municipal governments 

according to population, tax effort and relative income. 

(e) allocated part of the county’s area allotment to the governing bodies of local 

Indian tribes or Alaskan native villages on the basis of population. 

5. States were permitted to legislate optional formulas for distributing local govern¬ 

ment funds by population and tax effort or by population and relative income, 

or both. 

6. Local governments were required to use GRS funds only for “priority expendi¬ 

tures”: (a) capital expenditures authorized by law or maintenance and operating 

expenditures on public safety (including law enforcement, fire protection and 

building code enforcement); (b) environmental protection (including sewage dis¬ 

posal, sanitation and pollution abatement); (c) public transportation (including 

transit systems and streets and roads); and (d) other activities such as health, 

recreation, libraries, social services for the poor and aged, and financial adminis¬ 

tration. 
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7. It prescribed that no more than 10% of each state’s federal matching grants be 

used for assistance to persons not receiving welfare. Programs for child care, 

family planning, the mentally retarded, drug addicts and alcoholics and foster 

homes for children would be exempted from the 10% matching limit. The com¬ 

mittee justified exclusions of such major local expenses as education and welfare 

because of the great diversity of state and local responsibilities in those areas. 

Also, the federal government already operated a number of major programs of 

aid to education; and the House had already passed a welfare reform bill which, 

among other purposes, was designed to provide greater federal welfare assistance. 

8. Tlie bill tied more “strings” to the revenue shared with local governments than 

did the administration’s proposal: 

(a) states had to maintain at least the level of aid to their local governments pre¬ 

vailing before revenue sharing or have its entitlement reduced; 

(b) a state which regularly spent more for any of the allowed purposes than all 

its local governments combined was authorized to exclude that function from 

the uses of the funds allowed to local governments. 

(c) the bill prohibited the use of revenue-sharing funds for matching federal funds 

for other purposes. 

9. Required each government receiving revenue-sharing funds to submit to the secre¬ 

tary of the treasury, and publish in local newspapers, reports on the planned and 

actual uses of shared revenue. 

10. Prohibited discrimination by race, color, national origin or sex (age added in 1976 

amendments) in any activity or program funded in whole or in part with revenue¬ 

sharing money. 
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11. Applied the 1931 Davis-Bacon Act requirement that workers on federally funded 

projects involving construction be paid prevailing local construction wages to 

projects for which 25% or more of the financing came from revenue-sharing funds. 

12. Authorized the treasury secretary to require a local government to repay 110% 

of any expenditure for an unauthorized purpose and to cut off funds to any local¬ 

ity for violations of the bill’s provisions. 

13. The Act assigns most responsibility for the administration of the program to the 

Department of the Treasury. The organization of the revenue sharing program was 

put on a permanent basis on January 26, 1973, by Treasury Department Order 

No. 224, which established an Office of Revenue Sharing within the Office of the 

Secretary. 

The largest and most complex task in tooling up for GRS operations was the compila¬ 

tion of the data required to compute revenue sharing entitlements, which fell to the Bureau 

of Census and the Commerce Department’s Bureau of Economic Analysis. For purposes of 

monitoring and evaluating the new program, the Act assigns responsibilities to two senior 

officials, the Secretary of the Treasury and the Comptroller General, who heads the General 

Accounting Office, the fiscal watchdog agency of Congress. The Act also gives the Attorney 

General and the Secretary of Labor specific enforcement responsibilities for certain strings 

attached in the law—in the case of the Attorney General, the anti-discrimination provision, 

and for the Secretary of Labor, the Davis-Bacon Act requirements.27 

In addition, planned and actual-use reports were required and kept simple by limiting 

them to one page and organized around the nine priority-expenditure categories contained 

in the Act. The legal requirement that reports be published, as well as Office of Revenue 

Sharing insistence that an identical facsimile of the document be used instead as a con¬ 

densed version, added important costs to smaller jurisdictions.28 
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The design of the formula provisions of the Act was made especially difficult by the 

diversity of kinds and layers of local government to be taken into account, the need to 

reconcile competing legislative objectives, and the limitations of available data. Three 

specific comments should be made about the task of formula writing as a policymaking 

process: (1) the federal government was institutionally handicapped in designing this com¬ 

plex distribution plan because nowhere in the government was there any point of coordi¬ 

nating strong and continuing concern for all aspects of government structure and financing 

that are pertinent to a comprehensive revenue sharing system; (2) the revenue sharing law 

reflects a negative attitude toward giving state governments consequential formula-setting 

responsibility in which local governments are regarded as subordinate instrumentalities of 

the states; and (3) the allocation formula involves significant data base problems.29 

1976 Extension 

On September 30, 1976, Congress sent to the White House a S25.6 bilhon extension 

of the federal revenue sharing program through fiscal 1980 (H.R. 13367; PL 94-488). The 

bill had been strongly backed by President Ford and various groups representing local 

government units which had come to depend upon the shared tax revenues. The final 

measure left intact the no-strings-attached nature of the program, which had been enacted 

in 1972 and hailed by Republicans as a transfer of power back to the local level from the 

federal government. It removed two strings that had been included in the original measure: 

(1) repealed the 1972 Act’s prohibition on using revenue sharing funds to match federal 

grants received under other programs; and (2) deleted the original Act’s requirement that 

revenue sharing aid could be used only for the nine priority categories. Tt also imposed new 

civil rights guarantees and had new requirements for hearings and publication of informa¬ 

tion in an attempt to increase citizen participation in the use of shared revenues. It also 
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required an independent financial and compliance audit of recipient governments at least 

every three years.30 

1980 Reauthorization 

On December 12, 1980, in an end of the session flurry of activity, Congress approved 

a three-year reauthorization of general revenue sharing (H.R. 7112; PL 96-604). The 

measure provided a mandatory entitlement of $4.6 billion annually for local governments 

in each of the three fiscal years. It barred state participation in the program for FY 1981, 

but authorized $2.3 billion annually for the states in FY 1982-1983, subject to appropri¬ 

ations action. Previously, state grants also had been mandatory entitlements. In Fiscal 

Years 1982 and 1983, states were forced to give up one dollar of categorical grants for 

each dollar of revenue sharing funds they accepted. The bill retained the major provisions 

of the program, including allocation formulas, auditing requirements, citizen participation 

and nondiscrimination standards.31 

1983 Extension 

On November 17, 1983, Congress approved a three-year extension of the revenue 

sharing program after a House-passed $450 million a year increase failed (H.R. 2780; PL 

98-185). President Reagan signed the bill on November 30, 1983. The measure extends 

general revenue sharing grants to local governments for three years, from October 1, 1983 

through September 30, 1986 at a mandatory funding level of $4.57 billion a year. It also 

eliminated the previous authorization allowing state governments to receive revenue shar¬ 

ing funds on a case-by-case basis if specifically appropriated by Congress. It permanently 

extended authority for each state to develop its own formula for allocating revenue shar¬ 

ing funds to local governments. The extension provided that a local government whose tax 

base fell by 20% or more due to a plant closing or other economic hardship would not have 
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its revenue sharing allocation cut for at least a year. The requirement that recipients hold a 

public hearing on “possible uses” of their revenue sharing funds before holding a hearing 

on “proposed uses” was eliminated. The bill required governments receiving $100,000 or 

more a year in revenue sharing to obtain annual independent audits of their use of funds; 

and governments receiving $25,000 to $100,000 a year to obtain an audit once every three 

years, covering only one of the three years. Finally, the extension required the secretary of 

the Treasury to study various aspects of the revenue sharing program and the formula used 

to allocate its funding and report to the President and to Congress by June 30, 1985.32 

It is necessary to have an understanding of the municipal resource allocation process 

in order to be able to assess the net fiscal impact of GRS funds. The next chapter will give 

a brief description of the process by which local governments allocate their funds. 
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CHAPTER 5 

THE MUNICIPAL RESOURCE ALLOCATION PROCESS 

The success in addressing the question of “what would have happened without the 

availability of revenue sharing monies” hinges on the ability to replicate the city govern¬ 

ment resource allocation processes that determine local revenue and expenditure patterns 

in the case of GRS. The task requires formal models of ongoing processes that can be used 

to project hypothetical fiscal behavior—i.e., the revenue and expenditure patterns for 

revenue sharing entitlement periods without revenue sharing monies, and to facilitate the 

separation of programmatic from nonprogrammatic effects, which is a difficult task.1 

First and foremost, the budget is a political document. If politics is regarded, in part, 

as conflict over whose preferences shall prevail in the determination of policy, then the 

budget records the outcomes of this struggle. If one views politics as a process by which 

the government mobilizes resources to meet pressing problems, then the budget is a focus 

of these efforts. The victories and defeats, the compromises and bargains, the realms of 

agreement and the spheres of conflict in regard to the role of government in our society 

all appear in the budget. In the most integral sense, the budget lies at the heart of the 

political process and is at the very core of democratic government.2 The political problem 

is always basic and prior to the others. This means that any suggested course of action 

must be evaluated first by its effects on the political structure.3 

Municipal resource allocation systems are also bureaucratic processes. These pro¬ 

cesses are best characterized as historically dependent conditions and highly routinized 

decision-making systems. Key cnaracteristics of the processes are the balanced budget 
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requirement which posits that expenditures must be less than or equal to revenues;incre- 

mentalism, whereby last year’s appropriations are the initial and dominant basis for calcu¬ 

lating this year’s appropriations; and “rule of thumb” decision-making, where projected 

surpluses and deficits are eliminated through the application of simple decision rules such 

as across-the-board percentage adjustments.4 

The dominant operational goal in setting allocation levels in any particular year is to 

solve the budget problem in that year. The decision processes are highly structured and 

routinized. Formal, hierarchical roles are defined for participants. Municipal resource allo¬ 

cation processes stress the importance of internal bureaucratic decision processes, con¬ 

strained in their aggregate level of spending by their external environment, as active deter¬ 

minants of change in expenditure patterns. Prior year expenditures work well because 

budgeting is an adaptive process and last year’s appropriation is the normal point of depart¬ 

ure for calculating this year’s appropriation.5 

A brief description of base and fair share follows. The base is the general expectation 

among the participants in the budget process that programs will be carried on at close to 

the going level of expenditures but it does not necessarily include all activities. Having a 

project or program included in the base thus means more than just getting it in the budget 

for a particular year. It means establishing the expectation that the expenditure will con¬ 

tinue, that it is accepted as part of what will be done, and, therefore, that it will not nor¬ 

mally be subjected to intensive scrutiny. Thus, wide fluctuations from year to year are not 

the usual case, but rather additions or subtractions from some relatively steady point. Fair 

share means not only the base which has been established, but also the expectation that an 

agency will receive some proportion of funds, if any, which are to be increased over or 

decreased below the base of the various governmental agencies. Fair share, then, reflects a 

convergence of expectations on roughly how much the agency is to receive in comparison 

to others.6 
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Municipal resource allocation processes are also extremely stable systems. Revenue 

yields change annually, but rate changes and the utilization of new revenue sources are 

infrequent occurrences, particularly when municipal decision makers need voter approval 

to make such changes. Precedent is an important legitimizing device that operates at two 

levels in resource allocation. First, established agencies that have been previously funded 

have an enormous advantage over new agencies in the appropriations process. Their 

demands for resources at existing levels are automatically viewed as “legitimate,” and 

further, their demands for resources are solicited openly each year. The concept of “fair 

share” dictates that existing agencies are “entitled” to a proportion of the financial pie. On 

the other hand, it is very difficult for new agencies to gain legitimacy. Second, funding that 

maintains current levels of inputs has an enormous advantage over the purchase of new 

inputs of resources, especially for personnel.7 

Also, significant deviations between final appropriations and expenditures are rare 

because: (1) appropriations are a form of control; (2) managers of operating agencies who 

significantly underspend their appropriation will usually have their appropriation reduced; 

(3) there are controls on expenditures other than appropriations, such as personnel systems; 

and (4) appropriation revisions are made during the course of the fiscal year to accommo¬ 

date unanticipated service demands. The differences between final appropriations and 

actual expenditures are usually insignificant in amount, and where significant (more than 

5%), they appear to be randomly distributed across agencies or departments.8 

Resource allocation is also a fund-by-fund activity. Capital projects and other activities 

that are funded outside the general fund are considered separately. Decisions on allocation 

levels are most often decisions on levels of service inputs, not service outputs. Decision¬ 

makers focus on proposed changes in the level of inputs such as new positions. Except 

where projected deficits and a firm revenue constraint compel otherwise, participants 

accept the current level of inputs with mandated changes, such as union contracts, as 
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“givens.” Discretion in municipal resource allocation decision making is extremely limited. 

Resource allocation tends to be an executive dominated process. The chief executive is 

usually charged with presenting a balanced budget and has control over the bulk of the 

staff whose primary responsibilities are financial matters and control of the critical finan¬ 

cial information.9 

In summary, municipal finance is best characterized as dynamic and continuous, con¬ 

stantly shifting in response to opportunities and problems. Generally, revenue sharing 

funds must pass through the general fund and the only effects that GRS can have on other 

funds is through the various connections between the general fund and these other funds.10 

One of the principal difficulties in being able to assess the net fiscal impact of GRS funds 

on the local budgetary process is this merging of GRS funds with local funds. 

The next chapter will report on the impact GRS funds have had on four Montana 

cities. 
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CHAPTER 6 

THE IMPACT OF GENERAL REVENUE SHARING 
ON FOUR MONTANA CITIES 

Information reported in this chapter was obtained by using the survey questionnaire 

and examining use reports and city budget documents. Personal, face-to-face interviews 

were conducted in March and April of 1983 with various officials in these four Montana 

cities. The interviewees were Sam and Shirley Boggess of Billings,1 Mr. Kyle B. Olson of 

Great Falls,2 Mr. Bill Verwolf from Helena,3 and Mr. Dave Wilcox and Barbara Horton 

from Missoula.4 

This chapter is arranged into two sections. The first section, Responses to Survey 

Questionnaire, reports the responses of these city officials to various questions contained 

in the survey instrument. The second section, Actual Revenue Sharing Expenditures, con¬ 

sists of an examination of the Actual Use Reports and city budget documents relating to 

the actual use of these GRS funds from the inception of the program through June 30, 

1984. 

The information in the first section has been arranged in two ways. General comments 

are grouped together, while responses to more detailed or multiple part questions are 

arranged city-by-city. For ease of understanding, most information in the second section 

is arranged in tabular form since this information pertains to financial data for the most 

part. 
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Responses to Survey Questionnaire 

General Perceptions 

Favorable and Unfavorable Features of GRS Program. Table 1 shows the results of a 

question as to what particular features of the GRS program these city officials felt favora¬ 

ble about after ten years of experience with the program. Their responses point to the flex¬ 

ibility and “no strings attached” features of the program. 

Table 1. Favorable Features of the GRS Program. 

Billings Great Falls Helena Missoula 

Flexibility in use of funds X X X 
Easy accountability of funds X 
Few strings, can do mostly any- 

thing with GRS funds that you 
can do with local general funds X X 

Federal government does not tell 
you how to spend GRS funds 
as is the case with categorical 
grants X 

Table 2 shows the results of a companion question to the one above. City officials 

were asked whether there are any particular features about GRS funds that they feel 

unfavorable about and identify these features. All cities except Helena felt that the uncer¬ 

tainty of continued funding was tne most unfavorable aspect about the GRS program. 

Billings also felt that the formula makes it difficult to detennine in advance how much 

GRS funds the city will receive. This is important in Billings since the city forecasts budgets 

three years into the future. Helena felt that accepting “free federal money” would have an 

adverse impact on local decisions, and that there is still a certain stigma attached to accept¬ 

ing federal funds even though the GRS program has few real requirements typical of cate¬ 

gorical grants. 
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Table 2. Unfavorable Features of GRS Program. 

Billings Great Falls Helena Missoula 

Difficult to forecast amount of 
GRS funds city will receive X 

Uncertainty of continued 
funding X 

Outside revenue source which 
X X 

city is not required to raise 
locally X 

Federal or free money X 
Non-local political decisions 
Formula/distribution of funds 
Population loss over last decade 

X 
X 

has resulted in 8-10% loss in 
GRS funds since 1980 X 

Table 3 gives the answers to responses to various questions relating to the GRS pro¬ 

gram and the degree to which the respondents agreed to disagreed. The only noticeable 

unusual response was that Mr. Olson of Great Falls “disagreed somewhat” with the question 

that “we have been able to stay afloat, financially” because of the availability of GRS 

funds.5 I feel this response was given because Great Falls has used its GRS funds for capi¬ 

tal expenditures from the outset. Also, Great Falls had an approximate $3 million budget 

surplus at the time of the interview. I beheve Mr. Olson meant that the city would not face 

bankruptcy or be in dire financial straits if GRS monies were not available. This is due to 

the fact that Great Falls, unlike other Montana cities in this study, has not used GRS funds 

to provide essential services such as police and fire protection. However, the loss of these 

GRS funds would mean that revenues would have to be made up somewhere in the budget, 

resulting in the city being faced with either raising taxes or curtaihng some of its capital 

expenditures. I believe Great Falls has substituted GRS funds for local revenues from the 

outset. 

The responses to three of the above questions gives an indication of the substitution 

uses to which GRS funds have been put in all four cities to a certain degree. The responses 
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Table 3. Response to Statements About GRS Program. 

Agree Agree Disagree Disagree 
Strongly* Somewhat Somewhat Strongly 

1. We have been able to develop some new 
programs. B,H,GF M 

2. GRS has been more trouble than its worth. B,GF, 
H,M 

3. We are now subject to less federal govern¬ 
ment control. B,M GF H 

4. We are finally getting some of our tax 
money back. GF B,H,M 

5. We have been able to avoid tax increases. GF,M B,H 
6. We have been able to stay afloat, 

financially. H,M B GF 
7. We are now subject to more federal 

government control. B,GF H,M 
8. GRS has not made up for cutbacks in 

federal grants, so we are getting less 
federal money than before. H B,GF,M 

9. GRS does not amount to enough to B H,GF, 
make a real financial difference. M 

*B = Billings, GF = Great Falls, H = Helena, M = Missoula. 

to questions 5, 6, and 9 indicate that the availability of GRS funds has helped these cities 

fund various aspects of their local operation. 

Separate or Merged with Local Funds. In response to the question as to whether local 

officials looked upon GRS funds as being kept separate from local funds or as being merged 

with them initially, all four cities responded that the funds had been kept separate. How¬ 

ever, this does not mean that the allocative process was different for GRS funds than gen¬ 

eral fund appropriations. The response relates to the accounting procedures employed by 

these cities rather than to the budgetary process used in allocating GRS funds. Great Falls 

comes the closest to segregating the GRS funds from the regular budget. This is because 

Great Falls has used its GRS funds for capital expenditures and thus conducts various 

meetings setting priorities for expending these funds on capital projects. There is ample 

evidence in this investigation to show that the use of GRS funds by these cities followed 
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the regular budget process and that these GRS funds were not allocated in a separate man¬ 

ner divorced from the regular budget process. 

Most Satisfactory and Productive Use of GRS Funds. Then city officials were asked 

more specific questions relating to the most satisfactory and productive use to which GRS 

funds have been applied in their cities, either by actual spending or by allocation. Helena 

stated that its most productive use of GRS funds was to avoid tax increases. Great Falls 

felt that the purchase of fire trucks, police cars, communications gear and generally big 

ticket items which are “budget busters” was the most productive use of GRS funds. In 

Missoula it was paying police and fire salaries which supports the rest of the budget and 

consequently avoids a tax increase being the most productive use. Billings felt its most 

productive use of GRS funds was the initiation of a Capital Improvement Program which 

would not have been done in the first few years if GRS funds had not been available. Dur¬ 

ing these years, GRS funds were used for street improvements and remodeling City Hall. 

These responses indicate that GRS funds were substituted for general funds, especially in 

Missoula and Helena. 

Least Satisfactory and Productive Use of GRS Funds. City officials were also asked 

the reverse, that is, the least satisfactory or productive use to which GRS funds have been 

put. In all cases the payment of salaries or on-going operating expenses (Missoula) was 

identified as the least satisfactory or productive use to which GRS funds have been put. 

This would indicate that these cities were in a fiscal position that necessitated their using 

GRS for salaries or operational expenses or faced the unenviable alternative of raising taxes. 

Mr. Verwolf of Helena responded the payment of certain personnel costs was the least pro¬ 

ductive use, especially for maintaining recreational programs in the city. Great Falls said 

some GRS funds were used for salaries. This use diverted the city from its fundamental 

program and could have been a dangerous precedent which fortunately was reversed early 
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in the life of the GRS program. The vast majority of GRS funds, on a continuing basis, 

have been used for capital expenditures in Great Falls. Missoula officials felt that spending 

GRS funds on a fire substation was a one-time capital cost. However, this required the 

hiring of additional firemen which resulted in long-term salary and maintenance obligations. 

The fire substation was needed anyway and the city would have found a way to fund this 

particular capital improvement if GRS funds had not been available. In fact, the construc¬ 

tion of this substation was a political embarrassment for the city because it remained vacant 

for one year until the city could find sufficient funds to hire firemen to man the station. 

Billings had to use GRS funds to supplement police and fire salaries because of budget 

problems brought on by inflation, lack of expansion of the tax base in spite of rapid 

growth, and the fact that the city had reached its maximum mill levy under state law. The 

use of GRS funds by these cities for the payment of salaries would indicate the substitu¬ 

tion effects GRS funds have had on city budgets. These cities utilized GRS funds for this 

purpose because of various budget problems and their decision not to raise taxes. Public 

safety is the top priority for most cities and the funding of essential services necessitated 

using this available revenue source. 

Should Revenue Sharing Be Continued? It also comes as no surprise that officials in 

all four cities felt “very strongly” that GRS should be extended past the deadline of Sep¬ 

tember 30, 1983. In addition, Helena and Missoula said that GRS funding should be 

increased “a lot,” while Billings and Great Falls felt funding should be “doubled.” 

Helena felt that GRS is a source of revenue for local governments to finance a portion 

of their budgets. It is the only Federal program which allows local governments to deter¬ 

mine how the money is to be spent. Great Falls stated that there is a “fiscal crisis” in local 
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government. The condition of the infrastructure is the “big bogeyman.” In addition, equip¬ 

ment and vehicles need to be replaced on a continuing basis. Missoula said that GRS pro¬ 

vides a big chunk of revenue for the city budget. This is an important revenue source for 

the city since Missoula is at the maximum levy limit. Billings officials also felt that GRS 

has become an integral part of the city’s financial structure. The Federal government has 

decreased other grant programs and placed a greater burden on local governments to con¬ 

tinue funding services originally provided by the Federal government. Inflation during the 

late 1970s and early 1980s of double digit proportions exascerbated this fiscal problem. 

Even though GRS funds comprise less than 5% of any of the city budgets in this 

study, all city officials interviewed felt that these dollars would be sorely missed. The exis¬ 

tence of the GRS program has resulted in cities becoming dependent upon these outside 

funds despite earher misgivings about the future of the program. Nonetheless, it is a recur¬ 

rent source of funds which alleviate somewhat the local fiscal crisis. 

When asked what proposed changes cities desire in the GRS program, Great Falls and 

Missoula stated that they favor no major change. Billings responded that longer guarantees 

would be advantageous and cities should receive GRS funds in their budget cycle rather 

than after the city budget is approved. Helena felt that the public hearing on the use of 

GRS funds should be part of the regular budget hearing rather than being separate. 

Past and Future Use of GRS Funds. In light of recent cutbacks in federal grant pro¬ 

grams and the general fiscal crisis facing cities today, city officials were asked if future 

GRS funds will be used differently than they have been in the past, especially for oper¬ 

ational expenses. Billings responded that these GRS funds would not be used any differ¬ 

ently. Missoula said they would continue to use GRS for operational expenses. Helena said 

if the trend continues, GRS funds will be used more in the future for salaries and less for 

capital expenditures in the long-run. Great Falls felt that future GRS funds will still be 
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used for capital expenditures, and expressed the opinion that there is a real fiscal danger 

if GRS funds are reduced or eliminated. 

These city officials were further asked where, in their best judgment, they expect 

GRS funds to be utilized in 1984 and 1985. Helena expected to use its GRS funds on capi¬ 

tal items, which would be a switch from recent years. Great Falls would continue using 

GRS for capital expenditures. Both Bilhngs and Missoula indicated that they would likely 

use GRS funds in the foreseeable future for police and fire salaries. 

Revenue Sharing Budgetary Impact 

This part of the questionnaire dealt with the impact of revenue sharing, i.e., what 

effect did GRS funds have on the budgets of these four Montana cities? City officials were 

asked a number of questions in this regard. 

Difference in Programs Without GRS Funds. Officials in Helena said that some pro¬ 

grams would have been cancelled earlier than they actually were. The city used to have a 

large recreation department. Without the availability of GRS funds, the city would have 

had to eliminate these recreation programs, although the Parks Department would have 

been retained. The city used GRS funds to support various recreation programs by paying 

operational costs. Great Falls felt there would have been a reduction in salary expenditures 

and operating expenses without GRS funds. There also would have been less frequent 

replacement of equipment, and a less ambitious capital improvement program. Missoula 

stated that the budget would have been cut somewhere to make up for the lack of revenue 

provided by GRS funds. There would have been budget cuts the last seven years of the 

GRS program. Billings said if the $800,000 in GRS funds the city receives each year had 

not been available, 50-60% of that amount would still have had to been raised for police 

and fire services and general administration such as streets and parks. 
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The reductions which would have taken place in Helena, Missoula, and Billings are 

substitution effects while the cuts predicted in Great Falls were new spending effects as 

defined and identified in the Brookings study on GRS funds.6 

Operating Versus Capital Expenditure Reductions. When asked if they would have 

reduced general operating expenditures if there had not been GRS funds, all cities 

responded that they would have, and, in addition, would also have reduced capital expend¬ 

itures. These city officials were also asked the follow-up questions: (1) would the reduction 

in operating expenditures have been more than, the same as, or less then, the reduction in 

capital expenditures; (2) would the reduction in operating and capital expenditures together 

have been equal to the amount of revenue sharing money you received or less than that 

amount or what; (3) would your level of borrowing have been higher than it was, and how 

much; (4) would you have relied more on raising taxes or on increasing the level of borrow¬ 

ing, and why; (5) would your surplus or reserve funds have been lower than they were, and 

by how much; and (6) if general operating expenditures would have been lower if revenue 

sharing funds had not been available, would this have involved less of an increase in salary 

rates, fewer personnel, and/or less equipment and supplies. The following is a city-by-city 

response to these questions. 

1. Helena. In this regard, Helena responded that the reduction in operating expendi¬ 

tures would have been less than the reduction in capital expenditures. Also, the reduction 

in operating and capital expenditures combined would have been less than 50% of the 

amount of GRS funds received. In other words, Helena felt that they could not eliminate 

budget items dollar for dollar if GRS funds had not been available. This is a clear-cut indi¬ 

cation that Helena was using GRS funds for programs which had existed before GRS were 

received or for services which they felt were essential to their city. Programs such as 

recreation would be eliminated, but police and fire salaries would still be maintained and 
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capital purchases, to a certain degree, would still have to be made. Without GRS funds, 

local taxes would have been approximately 8% higher than they were, taxes such as prop¬ 

erty taxes and user fees, including business licenses. The level of borrowing, however, 

would not have been higher than it was. The city would simply have cut certain programs 

or services to make up for the loss of GRS funds. Surplus or reserve funds would have been 

somewhat lower than they were which is not surprising since an important revenue source 

would have been lost to the city. Since general operating expenditures would have been 

lower if GRS funds had not been available, this would have involved less of a increase in 

salary rates, fewer personnel, and less frequent replacement of equipment and supplies. 

2. Great Falls. For Great Falls, the reduction in operating expenditures would have 

been less than the reduction in capital expenditures. Also, the reduction in operating and 

capital expenditures combined would have been 50% less than the amount of GRS funds 

received. This is another indication that GRS funds were used, in part, for programs/services 

which had existed prior to the GRS program. The city felt that they could not have reduced 

expenditures dollar for dollar if GRS funds had not been available. Even though most of 

the GRS funds received by Great Falls has gone for capital expenditures from the start of 

the GRS program, the replacement of police cars and fire equipment, as an example, would 

still have to be made with or without GRS monies. Great Falls also felt that local taxes and 

the level of borrowing would not have been higher than it was if GRS funds had not been 

available. In addition, surplus or reserve funds would not have been lower than they were if 

GRS monies had not been available. The above three conclusions result, in part, from the 

relatively good financial condition of the City of Great Falls at this point in time. The City 

had a $3,000,000 reserve which would have cushioned the impact if GRS monies had not 

been available. However, as the years went on, I would speculate that the loss in GRS funds 

would have adversely affected the surplus and the City might have found itself in the posi¬ 

tion of borrowing for capital items deemed essential such as fire and police equipment. The 
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raising of additional taxes in Montana is governed by the State and cities would be hard 

pressed to raise local taxes if they were already at the levy Umit established by law. As was 

the case with Helena, since Great Falls indicated that general operating expenditures would 

have been lower if GRS monies had not been available, this would have involved less of an 

increase in salary rates, fewer personnel, and less frequent replacement/purchase of equip¬ 

ment and supplies. 

3. Missoula. Missoula indicated that operating expenditures would have been reduced 

more than the reduction in capital expenditures, and the reduction in operating and capital 

expenditures combined would have been 10% less than the amount of GRS funds received. 

In contrast to the other 3 cities, local property taxes would have been higher, equal to the 

amount of loss in GRS funds. This is due to the fact that Missoula has used GRS very 

heavily to fund police and fire salaries. Since the city perceives this as an essential service, 

the alternatives are to raise taxes to make up for the loss of revenue or cut personnel in 

these areas. The City of Missoula evidently had the leeway to raise local taxes meaning that 

they were not at the mandated levy limit although they were very close to it. The level of 

borrowing would not have been higher because the City does not ordinarily borrow and 

would not have borrowed for operating expenses such as police and fire salaries. Either 

local taxes would have been raised or the budget reduced somewhere to make up for the 

loss of GRS funds. Surplus or reserve funds would have been lower than they were if GRS 

monies had not been available. Since general operating expenditures would have been lower 

if GRS funds were not available, this would have involved fewer personnel and less frequent 

replacement/purchase of equipment and supplies. Also, salary rates would not have 

decreased because of union contracts. However, once GRS funds were eliminated, negoti¬ 

ations on future union contracts probably would have been affected by the loss in revenue 

to the city. 
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4. Billings. In Billings, operating expenditures would have been reduced more than 

the reduction in capital expenditures, and the reduction in operating and capital expendi¬ 

tures combined would have been equal to the loss in GRS funds. Local property taxes 

would not have been higher because the City was at its levy limit. The level of borrowing 

would not have been higher since the City would only borrow for capital expenditures 

such as roads. Surplus or reserve funds would have been somewhat lower than they were. 

The City is committed to maintain its reserves so would have to “live within its means” 

and cut the budget somewhere else. Since general operating expenditures would have been 

lower if GRS funds were not available, this would involve fewer personnel. Salary rates 

would not have been reduced since the City is committed to a competitive salary schedule. 

The reduction in equipment and supplies would be related to the reduction in personnel. 

In other words, the City would reduce personnel if it did not have the equipment for them 

to use and vice versa. 

The above responses show that the reductions in operating and capital expenditures 

combined in both Helena and Great Falls would have been less than 50% of the amount of 

GRS funds received, in Missoula 10% less, and in Billings equal to the loss in GRS funds. 

The above summaries, along with Tables 4 and 5, give a clear indication that these Mon¬ 

tana cities used GRS funds for purposes which had a substitution effect on the budgetary 

process. GRS funds were used for existing activities and programs, not new ones. If this 

were not the case, it would be much easier to either reduce or eliminate these GRS expen¬ 

ditures. 

Specific Reductions if GRS Funds Were Not Available. The categories of public saf¬ 

ety, recreation, maintenance, and general administration are functions in which cities have 

placed a high priority for funding. If these cities had not been receiving GRS funds, these 

essential services would have been adversely affected, some more than others. There appears 
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to be a political philosophy in Montana of curtailing services and reducing budgets rather 

than raising taxes. Borrowing for personnel or operational costs was universally rejected. In 

analyzing the areas in which cuts would have taken place, it is apparent that the public in 

general would have been affected, not just one small segment, as shown in Tables 4 and 5. 

This is understandable since public safety and recreation programs/services are utilized by 

the entire community and perceived as being an important, essential service. Table 5 shows 

that reductions in capital expenditures would have taken place in basically the same essen¬ 

tial areas as operating or program reductions. 

Table 4. Specific Programs Which Would Have Been Reduced or Eliminated If GRS Funds 
Had Not Been Available (Operating). 

Billings Great Falls Helena Missoula 

Police/Fire X X X 
Parks/Re creation X X 
Maintenance X 
General Administration X 
Proportional to all departments X 

Table 5. Capital Expenditures Which Would Have Been Reduced Without GRS Funds. 

Billings Great Falls Helena Missoula 

Short-term equipment purchases 
affecting city hall 

Fire and pohce equipment X X 
X 

X 
Parks/Re creation X X 
General Maintenance X X X 

Here again, the entire public would have been affected to some degree by the reduc¬ 

tions in capital expenditures. Great Falls would have been especially hard hit since most of 

these GRS funds are devoted to capital expenditures. Missoula, on the other hand, would 

have been least affected since almost all of these GRS funds have gone for police and fire 

salaries and not capital expenditures. 
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This part of the paper has dealt with the impact of GRS funds on the budgetary pro¬ 

cess. The next part wilT report on the effects GRS funds have had on programs in these 

four cities. 

Revenue Sharing Program Impact 

Officials in these four Montana cities were asked a number of questions in an attempt 

to determine the effect GRS funds have had on various programs these cities were opera- 

ating. 

Three Most Important Problems Facing These Cities. City officials were asked what 

the three most important problems facing their city are, and whether or not GRS funds 

have made any difference in their ability to deal with any of these problems, now or in the 

future. They were also asked whether they would allocate GRS funds any differently if 

they had it to do all over again. The following is a city-by-city response to these questions. 

1. Helena. Helena indicated its three most important problems are: 

a. The water supply system. The city is faced with upgrading this system includ¬ 

ing building a water treatment plant. The city has sold $8 million in bonds to 

upgrade the system which is half completed. Water rates had to be increased 

80% to partially fund this project. The upgrading was necessary because of 

EPA and Water Quahty Bureau requirements. 

b. More commercial development is needed in Helena and not just downtown 

development to expand the tax base. 

c. The fiscal crisis: generating enough dollars to maintain infrastructure and 

operating needs. The property tax value has not increased in five years. The 

problem is that property is assessed by the State and the City assessor cannot 

change the assessment unless improvements take place. 
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The availability of GRS funds has helped moderate c, the fiscal crisis, but only in a 

moderate way. The State Legislature is very conservative and does not wish to impose any 

new taxes. They are very distrustful and suspicious of local government, especially on fiscal 

matters. Montana, being a rural state, has a legislature dominated by small town and rural 

legislators which makes it difficult for cities to have progressive legislation enacted. The 

biggest problem is that the state legislature does not realize the damage they have inflicted 

on cities and counties as a result of their legislative actions. 

In the future, the availability of GRS funds will ease the fiscal crisis somewhat, but 

has not and will not be a major revenue source in dealing with the water supply problem or 

expanding the city’s tax base. 

Mr. Verwolf indicated that he would not have used GRS funds for capital expenditures 

initially or for funding essential salaries later on. He did say he prefers to use GRS funds 

the way the city is currently using them: to fund small capital expenditure items.7 

2. Great Falls. The three most important problems facing the City of Great Falls are: 

a. The decaying infrastructure, particularly sewer and storm drainage systems in 

the older portions of the city. 

b. Economic development which involves increasing the tax base, adding more 

jobs, and the need for basic job creation. 

c. Public has great expectations from government and intergovernmental rela¬ 

tions. Public perceives government as being inefficient. Also, there needs to be 

better cooperation between the county and school district. 

The availability of GRS funds has helped Great Falls deal with problem a by provid¬ 

ing funds to maintain these systems and freeing other local funds for different projects. 

GRS funds have not helped the city in dealing with the two other problems identified. The 

City would spend GRS funds for capital programs as it has in the past which has proven 

itself as a consistently sound policy. 
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3. Missoula. The three most important problems facing Missoula are: 

a. Fire protection: city has a “bare bones” fire department in terms of both per¬ 

sonnel and equipment. 

b. Confined city Umits: city has large service area, but smaller tax base. Services 

are provided to people who work in the city but live elsewhere. The infra¬ 

structure has to be maintained and outsiders do not pay taxes to contribute 

to this maintenance. 

c. Maintenance of infrastructure: roads, water, sewers. The city needs to make 

major, on-going investment in upgrading and maintaining the infrastructure. 

The availability of GRS funds cannot help the city solve the above problems with the 

exception of funding fire salaries and the fact that GRS funds do not constitute a signifi-' 

cant portion of the overall city budget. In the future, GRS funds may be of more benefit 

in dealing with the identified problems if the State increases aid through block grants, gas 

tax, and gives cities the flexibility to levy local taxes. This would free up funds for capital 

investments to deal with these problems instead of presently using GRS funds for oper¬ 

ational purposes. 

GRS funds have been lumped into the police budget, a politically positive maneuver. 

If the city had to do it all over again, tax levels should have been kept higher so GRS funds 

would not be needed for salaries and could instead have been spent in a number of differ¬ 

ent areas. Mr. Wilcox felt the city would still have used GRS funds for operational pur¬ 

poses, but would have devoted at least 25% of these funds for capital expenditures.8 

4. Billings. The three most important problems facing Billings are: 

a. The rapid growth of the city resulting in a growing demand for services, al¬ 

though the tax base is not growing proportionately. 

b. The rapid deterioration of city streets. Sewer and water replacement has been 

mostly funded by EPA and user fees. 
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c. The development of city parks due to rapid growth. Land dedicated for parks 

lies undeveloped, a total of 276 acres, because the city does not have the finan¬ 

cial resources. 

The availability of GRS funds has made a difference in the city being able to deal 

with all three of the above problems. If GRS funds had not been available when double¬ 

digit inflation hit, the city would have lost an important revenue source. GRS funds have 

helped the city absorb some of the effects of inflation and cushion the impact. Some GRS 

funds have been used for street repair and upgrading prior to double-digit inflation. GRS 

funds could have helped in park development four or five years ago, but today these GRS 

funds are used for projects having a higher priority. 

GRS funds will not likely make much difference in the future in dealing with these 

three problem areas, but may prevent the situation from getting any worse. Mr. Boggess 

felt that Billings has used GRS funds wisely and would not change from past experience. 

He felt that the city has made good decisions on the use of available GRS funds over the 

life of the program.9 

Officials in these four cities thus expressed opinions that GRS funds have helped 

somewhat to alleviate the fiscal crisis, provide operational funds for public safety and 

recreation, assisted in addressing the massive infrastructure problems faced by cities, and 

funded various capital projects. GRS funds, however, had little, if any, impact on allevi¬ 

ating the tax base problem. The general opinion of these officials was that the past use of 

GRS funds for personnel costs was unwise, and these funds would have been better utilized 

for capital expenditures. 

These officials generally felt that future GRS funds will have only a slight impact on 

solving problems which they have identified as important to their respective city for the 

following reasons. First, GRS funds do not constitute a large portion of city budgets. 

Second, the infrastructure problems are so massive in scale and cost and beyond the scope 
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of the limited GRS funds to have an appreciable impact. Finally, problems such as 

economic development, increasing the tax base, and the ability of cities to initiate and levy 

new or additional taxes are complex and would require, in some instances, action on the 

part of the State Legislature which is opposed to enacting new taxes or enabling legislation. 

The costs involved with solving these problems, and the political actions required, are 

beyond the scope of the GRS program to have much impact in solving. 

The only response of a non-economic nature was voiced by Mr. Olson of Great Falls 

who stated that the citizenry expects too much from government. Since local government 

is closest to the people, it is the local city official who feels the brunt of public criticism 

and frustration. GRS funds would not have any impact in solving or alleviating this attitud- 

inal and intergovernmental problem which he identified.10 

The responses indicate that these cities have been using GRS funds to deal with on¬ 

going, existing problems. These funds have eased the financial burden some of these prob¬ 

lems have presented. Since some of the GRS funds have been used for essential public 

safety salaries, the availability of these dollars has provided these cities with a revenue 

source other than raising local taxes or having to borrow funds, thus having a substitution 

effect. 

GRS Funds Used for New or Continuing Activities. These city officials were asked 

whether their city used GRS funds to finance continuing activities or start new ones. All 

cities responded that GRS funds were used to fund continuing or existing activities rather 

than start new ones, with only minor exceptions. If they had used GRS to fund new activ¬ 

ities none of these activities were really innovative in a national sense, which was one pur¬ 

pose for which some persons thought GRS funds would be utilized. 

Billings used GRS funds to fund the Housing Authority’s construction of low-income 

housing which was an essential activity which would not have been undertaken without the 
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availability of GRS funds. The city spent between $150,000 and $200,000 for this purpose 

early in the GRS program prior to the city receiving HUD funds. This was an innovative 

activity for Billings which has since had a very active housing and community development 

program resulting in hundreds of subsidized housing units being constructed. Also, GRS 

funds were initially used to begin making capital improvements which the city would not 

normally have done. Some social service programs were also funded which had not existed 

before GRS. Mr. Boggess felt these programs were innovative, although not in a national 

perspective. 

GRS funds in Missoula have also be used to fund continuing activities, not new ones. 

The city constructed a fire substation using $300,000 in GRS funds which was essential 

and would have been built eventually with or without GRS funds. This station remained 

vacant for one year until funds could be found to hire firemen. 

Great Falls funded continuing activities, but not new ones also. The capital improve¬ 

ment program would not have been undertaken unless GRS funds were available, but the 

individual projects funded were a continuation of existing projects. The concept of plan¬ 

ning for capital improvements, however, was innovative to the city and a number of use¬ 

ful projects were funded. 

Helena also used GRS funds for continuing projects of activities, not new ones with 

the exception of recreation programs which people were paying for themselves prior to 

GRS. This use was beneficial, but not very innovative. 

Federal Grant Reductions Affecting GRS Fund Use. City officials were asked whether 

reductions, or the possibility of reductions, in federal categorical programs for local govern¬ 

ments affected decisions regarding their use of GRS funds. Helena stated yes to this ques¬ 

tion, but not substantially. The city lost its CDBG funds and used $50,000 to $100,000 
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annually for a few years for city budget expenditures which have had to since been made 

up partially by using GRS funds. 

Great Falls felt that this possible reduction in federal grants has not affected decisions 

on the use of GRS funds in a substantive manner since they have used GRS funds for capi¬ 

tal expenditures from the beginning of the GRS program. 

Missoula responded yes to this question but only initially when the city decided to 

use GRS funds for capital items because of the uncertainty of continued GRS funding. 

Missoula has used its GRS funds since 1976 almost exclusively for police and fire salaries. 

Billings did not feel this possible loss would affect decisions regarding its use of GRS 

funds since the federal categorical programs carry less priority. Also, the city was using its 

GRS funds mostly for its #1 priority: police and fire services. 

The above responses are to be expected since welfare and community development 

programs were most severely cut. Even if these programs wereehminated, GRS funds would 

not likely be used for these purposes since they do not have as high a priority in compari¬ 

son to public safety in most cities. 

Impact of Revenue Sharing on Budget Process 

In this part, city officials were asked if the availability of GRS funds has made any 

difference in the budgetary process. This is different from the part entitled Revenue Shar¬ 

ing Budgetary Impact which dealt with budgetary outcomes. City officials were asked if 

revenue sharing has made it more or less difficult or has not made any difference in: (1) 

planning for future expenditures; (2) controlling expenditures; (3) deciding on changes or 

reforms in the local tax structure; (4) setting priorities for local expenditures; (5) finding 

out what the community wants; (6) setting up any citizens’ groups or committees which 

advise the city on budget, financial, or program matters and whether these groups became 

more active because of GRS; (7) paying special attention to different kinds of issues or 
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problems; and (8) newspaper coverage of local financial matters. The answers to these 

questions are outlined below. 

Helena. Helena felt that GRS funds have made it less difficult in planning for future 

expenditures because the revenue source is predictable. However, GRS funds have not 

made any difference in either controlling expenditures or deciding on changes or reforms 

in the local tax structure. Changing the tax structure is not related to receiving GRS funds. 

In addition, GRS funds have not made any difference in setting priorities for local expen¬ 

ditures. 

The availability of GRS funds has not made any difference in finding out what the 

community wants because the general budget hearing process is so public and intensive 

that there is “no enthusiasm left” when it comes to deciding on GRS allocations which 

comprise a small portion of the total city budget. 

Only the Model Cities citizens’ committee was formed because of the GRS program. 

Local organizations which expressed the most interest in receiving GRS funds dealt with 

housing and community development concerns because of their involvement with various 

neighborhoods in the city. These organizations became active in 1975 and were not active 

prior to the GRS program. 

Finally, the City of Helena has not paid special attention to different kinds of issues 

or problems because of GRS. There have also been no noticeable changes in newspaper 

coverage of local financial matters because of the GRS program. 

Great Falls. Officials in Great Falls felt that GRS has made it less difficult in planning 

for future expenditures. The availability of GRS funds forced the city into establishing and 

following a long-term capital improvements program which had not existed before GRS. 

All capital expenditures are broken out of the regular budget and dealt with separately 
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using GRS funds. Fewer items have “slipped through the cracks,” and the city now has a 

better handle on how to plan for capital expenditures. 

GRS has also made it less difficult to control expenditures because of perceived plan¬ 

ning requirements. It is now less likely that mid-year budget requests will be made. GRS, 

however, had not made any difference in the local tax structure as the city would have 

“limped along” without GRS. GRS has made it less difficult in setting priorities for local 

expenditures because of the initiation of the capital improvements program. 

GRS has not made any difference in finding out what the community wants. No 

particular group has shown a strong interest in the budget process solely because of the 

availability of GRS funds. The city has paid special attention to different kinds of problems 

only in the sense of thinking about the life span of equipment, taking a closer look at 

equipment needs, and determining whether or not certain equipment purchases can be 

postponed. The city has not noticed any changes in newspaper coverage of local financial 

matters because of the GRS program. 

Missoula. Officials in Missoula feel that GRS has not made any difference in planning 

for future expenditures because GRS funds are used solely for operational purposes and 

GRS is considered as just one of a number of revenue sources for the city. There has been 

no difference made in either controlling expenditures or in deciding on changes or reforms 

in the local tax structure because assessments are made by the State which sets the levy 

limit and the city does not have the legal capacity to change the local tax structure. GRS 

funds have made setting local priorities for expenditures easier or less difficult because 

GRS funds make priorities easier to determine. 

GRS has not made any difference in finding out what the community wants and the 

city has not set up any special committee or group to advise on budgetary matters. Senior 
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citizen groups have expressed the most interest in the GRS program as they saw this pro¬ 

gram as a source of funding for their programs. These groups were not active prior to GRS. 

In spite of their active posture the city turned down their funding requests. 

The city has not paid special attention to different kinds of issues or problems and 

there have been no noticeable changes in newspaper coverage of local financial matters 

because of GRS. 

Billings. Billings feels that GRS has made it more difficult in planning for future 

expenditures because of the uncertainty of funding and not knowing what each annual 

allocation will be from year to year. This is especially difficult for Bilhngs since the city 

has adopted a three-year budget forecast. GRS has not made any difference in controlling 

expenditures or deciding on changes or reforms in the local tax structure because these 

items are governed by state law. GRS also has not made any difference in setting priorities 

for local expenditures or in finding out what the community wants. The City Council has 

set pohcy that GRS funds will primarily be used for police and fire salaries making public 

input minimal given this predetermined political decision. 

The Housing Authority was the only board formed because of GRS to provide input 

into the budget process. Also, social service and senior groups, along with the unions, have 

shown an interest in GRS monies. These and other neighborhood groups became more 

active in the budget process because of GRS. Social service groups have been critical of the 

amount of GRS funds which have been allocated in the past as their allocations have been 

reduced. 

The availability of GRS funds has not changed the manner in which the city views 

different kinds of issues or problems. The city must provide essential services and has a 

system of priorities it follows in allocating GRS funds. Newspaper coverage of local finan¬ 

cial matters has not changed because of GRS. 
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Responses as to whether GRS funds have made it more or less difficult to plan for 

future expenditures or have not made any difference at all were different in three of the 

four cities. Helena and Great Falls felt it made it less difficult for different reasons, for 

Billings it was more difficult, and in Missoula it made no difference. 

GRS funds have had either a minimal or no effect or impact in controlling expendi¬ 

tures, deciding on changes or reforms in the local tax structure, setting priorities for local 

expenditures, finding out what the community wants, resulting in the formation of local 

GRS advisory groups, encouraging community organizations to become more active in 

the budget process, paying special attention to different kinds of issues or problems, or in 

newspaper coverage of local financial matters. 

The availability of GRS monies has not had any significant effect or impact on the 

budget process in these cities because these funds became part of the regular budget (fungi¬ 

ble) with the exception of Great Falls which had established a separate procedure for allo¬ 

cating GRS monies for capital expenditures. Since GRS funds have been used primarily to 

fund continuing programs, the regular budget process for allocating city funds, regardless 

of their source, already had been well established and was not appreciably impacted by the 

presence of GRS monies which comprise only a small portion of these city budgets. 

Intergovernmental Relations 

City officials were asked their opinion as to the effect of GRS on their relations with 

other government officials at the federal, state, county, and school district levels, including 

elected officials. They were also asked if the presence of GRS funds has created any inter¬ 

nal conflicts. 

All four cities felt that contact with these officials had not increased or decreased 

because of the GRS program. None of the cities felt that GRS funds will encourage any 

changes among local government jurisdictions such as annexation, consolidation, or less 
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cooperation among these local units of government. Both supporters and opponents of the 

GRS program hoped that this program would result in the consolidation of smaller units 

of government and compel larger units to merge some of their services and avoid costly 

duplication. The GRS legislation, however, did not stipulate that any such consohdation 

take place and, therefore, there was not any incentive for local governments to give up any 

of their political turf. 

In addition, all four cities surveyed stated that the GRS program has not resulted in 

interdepartmental budget conflicts, nor had the program encouraged these cities to annex 

outlying areas, or to take over some functions now being performed by special districts. 

The GRS program did not result in less reliance on user charges, consolidation of smaller 

units of government, or encourage less cooperation across various units of local govern¬ 

ment. Also, as a result of GRS, these cities did not undergo any changes in their taxing 

structure nor did they take on any of the functions ordinarily performed by special 

districts. 

All of the cities felt that there should not be a minimum size population for program 

eligibility since cities and governmental units of all sizes have problems to solve and need 

GRS funds. Missoula felt that tax effort rather than population size would be a better 

measure. If GRS formulas were based strictly on need, Missoula and Billings would have 

their entitlements substantially reduced or eliminated. 

Opinions and General Comments About Revenue Sharing 

This last portion of the survey questionnaire dealt with various opinions proponents 

and opponents have expressed about revenue sharing. City officials were asked to respond 

to these opinions by indicating the degree to which they agreed or disagreed. They were 

also asked if GRS has strengthened the role of local government and whether it has con¬ 

tributed to better fiscal management. Finally, they were asked if they had any general 

comments about the GRS program. 
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The responses to the opinions stated in Table 6 substantiate earlier views which these 

city officials expressed about various aspects of the GRS program outlined in this paper. 

Their views are also similar to conclusions derived in other studies of GRS, especially to 

numbers 2, 3, 4, 5, 8, 9, 10 and 11. Some of the opinions they were asked to comment 

upon would evoke the obvious responses such as those in numbers 4, 10 and 11. 

Strengthening the Role of Local Government. Officials in these four Montana cities 

were reminded that one of the announced aims of GRS was to strengthen the role of local 

government. They were asked how well they think that intention has been met overall now 

that GRS has been around for over 10 years. Specifically, has GRS strengthened local 

government or has it not made much difference? 

Mr. Verwolf from Helena replied that GRS has not made much difference since GRS 

was such a small portion of the federal grant pie in the 1970s and thus has not had much 

impact.11 

Mr. Boggess of Bilhngs also felt GRS has not made much difference. Local govern¬ 

ment was strengthed in 1977 when the voters changed from a Mayor-Council to Council- 

Administrator form of government. However, GRS had nothing to do with this change.12 

Mr. Olson in Great Falls felt that GRS has strengthed local government in some ways 

and has made no difference in others. GRS funds provided a financial cushion and the city 

was able to purchase equipment without cutting services because of this added revenue 

source. According to Mr. Olson, “service delivery is the strength of the government.”13 

Mr. Wilcox of Missoula also felt that GRS strengthed local government somewhat as it 

has helped the city survive from a financial standpoint.14 

Revenue Sharing and Better Fiscal Management. The last question these officials 

were asked was whether the existence of GRS contributed to better fiscal management and 

if they had any general comments about the GRS program. 
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Table 6. Opinions About Revenue Sharing. 

Agree Agree Disagree Disagree 
Strongly* Somewhat Somewhat Strongly 

1. Concern about the temporary nature 
of GRS funds may have led some 
governments to spend most of their 
GRS funds on capital items. GF H,B M 

2. Concern over the continuation of 
GRS may discourage some govern¬ 
ments from using GRS funds for 
experimental programs. GF,M H,B 

3. Increased public participation may 
make the allocation of GRS funds 
different from other funds. GF B H,M 

4. GRS may not be worth its cost 
because of the expense involved in 
meeting the administrative require- H,GF, 
ments. M,B 

5. The best use of GRS funds may be 
to reduce taxes. H,M GF,B 

6. The GRS formula gives too much 
weight to tax effort and not enough 
to needs. H,B GF,M 

7. A fair share of GRS money goes to 
government services for poor people. GF B H 

8. Active employee organizations mean 
that much of GRS money goes for B H,M, 
salary increases. GF 

9. Very small government units should 
get more GRS funds because they 
are closer to the people than bigger B H,M, 
units. GF 

10. The best system of GRS is one in 
which local governments are allowed 
to use the money for whatever they B,M,GF, 
think best. H 

11. The administrative cost of GRS is 
much less than the cost associated G,M,GF, 
with other federal assistant programs. H 

12. High rates of inflation mean that 
much of GRS goes for salary 
increases. B H 

13. GRS funds will be used differently in 
the future than they have been in the 
past. M H,B GF 

14. Inflation has cut down the use of 
GRS funds for innovative programs. M • B H 

*B = Billings, GF = Great Falls, H = Helena, M = Missoula. 
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Mr. Wilcox of Missoula said that the presence of GRS funds did not result in a contri¬ 

bution to better fiscal management. He did feel that the GRS program should be continued 

because it is a good way of funding local government operations because of the strengths 

of the federal taxing system in collecting taxes and distributing funds more equitably. 

Politically, GRS funds are not “wasted” at the local level because local governments do not 

have excess funds to waste. The inference here is that the federal government does waste 

funds and since government at the local level is closer to the people, local officials are more 

responsible than legislators at a distant decision-making point such as Washington, D.C.15 

Mr. Verwolf in Helena felt that GRS has not made any difference in better fiscal 

management practices because GRS funding is not that significant as compared to the regu¬ 

lar budget. To use GRS funds for simplistic purposes such as equipment purchases or pub¬ 

lic safety salaries does not take sophisticated management techniques.16 

Mr. Olson of Great Falls feels, on the other hand, that GRS funds have resulted in 

better fiscal mangement. This is due to long-range planning for capital outlays plus the 

benefits of no longer having to weigh machinery versus personnel priorities, thus resulting 

in a better, more efficient fiscal process.17 

General Comment. Mr. Olson of Great Falls felt that GRS has demonstrated itself to 

be an important, essential revenue source for financial planning and operation of local 

government, even though he feels that Great Falls “can get along without GRS funds.” He 

stated that cities are essentially “money cows” for the federal government: they generate 

a tremendous amount of revenue which is partially funneled back to state and local govern¬ 

ments. GRS is one program which sends some of the money back to its source, although 

GRS is a “drop in the bucket” compared to the overall federal budget. Mr. Olson also 

commented that the urban areas subsidize the rural areas because they generate so much 

18 revenue. 
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The following section will show how these Montana cities reported spending their 

GRS funds from the beginning of the program through June 30, 1984. 

Actual Revenue Sharing Expenditures 

GRS Impacts Identified in Actual Use Reports 

From July 1, 1973 through December 31, 1976, recipient governments were asked to 

check various boxes on the Actual Use Reports in reporting to the Office of Revenue Shar¬ 

ing if the availability of Revenue Sharing funds has enabled their government to do any or 

all of the following: prevent new taxes, reduce taxes, prevent increased taxes, maintain 

current tax levels, prevent new debts, or reduce old debts. Cities were asked to check as 

many of these items as they felt applied to the effect of GRS funds on their particular city. 

Actual Use Reports were not available for Great Falls. Table 7 shows their responses of 

these questions. 

Table 7. Impact of General Revenue Sharing Funds on Billings, Helena, and Missoula, 
Montana: July 1, 1973 through December 31, 1976. 

Type of Impact 7/73-6/74 7/74-6/75 7/75-6/76 7/76-12/76 

Prevent tax increases Billings Billings Helena Billings 
Helena Missoula 

Reduce taxes Helena Helena 
Prevent new debts Missoula Missoula Missoula Billings 

Billings 
Helena 

Maintain tax levels Missoula Missoula Missoula 
Billings 

Prevent new taxes Missoula 

The only item not checked by any of the cities during these periods related to the 

availability of general revenue sharing reducing old debts. All of the possible responses to 

the question asked these city officials relate to the substitution effect GRS funds have had 

on the budget process. GRS funds were used by these cities instead of raising taxes. In fact, 

for two time periods (see Table 7), Helena was able to reduce taxes. 
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Comparison of GRS Fund Use for Two Different Time Periods 

Since these questions were no longer asked of local officials in the Actual Use Reports 

after December 31, 1976, it is necessary to recognize these responses, analyze GRS fund 

use after this period of time, and arrive at a reliable and valid conclusion as to whether 

these substitution effects are still prevalent for these Montana cities. 

The following four tables illustrate how these four Montana cities have spent their 

GRS funds since the program came into existence. All of these cities used their GRS allo¬ 

cations for continuing activities, not new ones, for the most part. In addition, only Great 

Falls can be said to have used its allocations for anything resembling an innovative use. 

Great Falls has used its GRS funds from the start of the program to initiate a well planned, 

long-range capital improvements program. However, given the definition of innovative used 

by persons advocating the GRS program, this use of GRS funds in Great Falls was not 

innovative from a national perspective. Because of different start up times when cities began 

to spend and report these funds expended, the first period of comparison ends on June 30, 

1977 for Helena and Great Falls, and December 31, 1976 for Billings and Missoula. 

As Table 8 shows, there was not a radical change in the manner in which Great Falls 

used its revenue sharing monies before and after June 30, 1977. Most of the $877,151 used 

in the General Government category after June 30, 1977 went for the remodeling of the 

Civic Center. The city also used $381,929 for financial and general administration oper¬ 

ational purposes after June 30, 1977. It is my contention that the city used its revenue 

sharing funds for substitution purposes, although this is not as evident for Great Falls as it 

is for the other three Montana cities in this study. Various responses by Mr. Olson and the 

fact that Great Falls funded continuing activities, did not have to increase taxes, and built 

up its reserve fund lead me to this conclusion. 

Table 9 illustrates that the City of Billings used an increasing portion of its revenue 

sharing funds for operational purposes since January 1, 1977. Prior to this date the city 
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used only $532,629 out of $3,798,537 expended or 14% for operational purposes. Begin¬ 

ning January 1, 1977, and running through June 30, 1984, Billings used $4,061,512 out of 

$7,038,821 for operational purposes or 57.7%, an increase of 43.7 in operational uses 

between the two periods of time. 

The category of public safety doubled in expenditures percentagewise and operational 

expenses for police and fire salaries went from $228,257 prior to January 1, 1977 to 

$2,747,745 after January 1, 1977, an increase from 6% of total GRS expenditures prior to 

January 1, 1977 to 39% from January 1, 1977 through June 30, 1984. 

General Revenue Sharing funds for the maintenance of roads and mass transit systems 

went from only $16,683 prior to January 1, 1977 to $1,806,950, although $752,121 of 

this amount went for capital and operation of a newly created transit system which is now 

funded through a dedicated levy. 

One category which showed a marked decrease was General Government where 

expenditures went from $1,402,269 prior to January 1, 1977 to $701,508 after January 1, 

1977. This was due to the fact that equipment purchases and the construction and/or 

remodeling of certain buildings relating to general government operations had been accom- 

plished during the earlier period. It is interesting to note that in Billings, Great Falls, 

Helena, and Missoula that these cities used early general revenue sharing funds for con¬ 

struction projects relating to general government buildings such as city hall, fire substations, 

and maintenance shops. These cities also used early general revenue sharing funds for large 

and costly items of equipment. 

Since city officials in Billings indicated that they used GRS funds for substitution 

purposes prior to January 1, 1977, data following this period indicates a pronounced 

increase in the use of revenue sharing funds for substitution purposes. 

City officials in Missoula indicated (see Table 7) that they had used revenue sharing 

funds to prevent tax increases, reduce taxes, prevent new debts, maintain tax levels, and 
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prevent new taxes. All of these are substitution uses for revenue sharing funds. It is inter¬ 

esting to note that Missoula is the only city stating that GRS funds have allowed them to 

do all of the above items relating to taxes and debts. 

Missoula gives the most dramatic example of the use of revenue sharing funds for 

operational purposes and the fiscal crunch faced by cities. Prior to January 1, 1977, Mis¬ 

soula used only $258,968 out of $1,667,181, or 15.5%, for operational purposes. From 

January 1, 1977 through June 30, 1984, however, Missoula used all but $389 out of 

$3,820,134 expended during this period for operational purposes. Other than the costs of 

publishing the Actual Use Reports as required by law, Missoula used $3,819,745 for fire 

and police salaries after January 1,1977, and only $113,071 for capital items, with $35,694 

of that amount also going to public safety. 

It is obvious from Table 10 that Missoula began to use its revenue sharing monies for 

capital expenditures prior to January 1,1977. However, severe budget problems which were 

outlined earlier in this paper for the city politically forced the government to use this fund¬ 

ing source to fund the essential services of public safety. The alternative would have been 

to either raise taxes or cut services. In Missoula it is likely that services would have been 

cut since the city was either at or fast approaching its levy limit as mandated by state law. 

Since city officials in Missoula stated that their earlier use of GRS funds had a substi¬ 

tution effect on the budgetary process, the expenditures from January 1, 1977 through 

June 30, 1984 bear this out to an even greater degree. The use of 97% of revenue sharing 

monies strictly for police and fire salaries after January 1, 1977 is the most dramatic exam¬ 

ple of substitution found in this study. 

Table 11 also shows that Helena used a larger portion of its revenue sharing allocation 

for operational purposes in the period July 1, 1977 through June 30, 1984 than prior to 

this time period. Helena used $543,167 out of $1,390,861, or 39%, in revenue sharing 

funds for operational purposes prior to June 30, 1977. This operational use of revenue 



81 

in in o 
o q •—1 o o °q o o q o o 
d 00 d d d —H d d d d d 

ON o 

ON ON o o O' in 
00 CO 00 O'! O' o C/3 m in 04 o in o o o o 04 

-i—i lo in o' co" oo o in o- CO 
ON H oo ON 

CO*' Co" 
o' 60 
m 

o> 
c 00 ON m it 3 3 00 -o- CO 
i -«-> CO t> o o o o o o o o 

r- r^» f3 •» ON cT 
ON U 04 

a 00 00 
O CO*1 co" 60- 60 

>> 
<^3 Tf o o lO f 4 
3 eg ON oo 04 O- O' 
C ■<-» O NO in 04 o in o o o o 03 i—■> "a, 

d 

in in _r o' CO 
CO O' 

60- 60 

tO) O o o o o o o o m o 
q o in CO q in "t °9 q q o 

d «> in d 
■o- 04 o 

1 

Tf •o- 04 c-H O' NO m 04 o o , 
04 ON 04 ON CO Tf NO NO Tf o 00 

NO C/3 NO t—4 »—i 'ef Tt o^ 4—1 04 00 4—4 

o 13 in in ON CO in CO O'" 
ON +-> NO IO CO 04 04 04 4—4 NO o 

H 
NO 04 Tt 1 NO 

ro OO 60 

(U 
X5 60 
c 3 o- o 00 3 
0> 
o 

• ^ 
-4-> o~ ON o NO 
eg co in o o O o o o o o ON 

Hi 'B O'" oo" 
Q a in in 1 
04 
I> 

O 
oo 

04 04 
60 

ON 
r—< 

CO 04 4—1 O' NO in 04 o o CO 
f—H 

Ig o 04 ON CO 3" NO NO it o 
04 iq q_ It q. 04 00 04 

•—< ‘a. O'" in 00 Co" in co" Tf 00 
eg o O' CO 04 04 04 4—1 o 
U 04 1 If 

60 
60 

4—* >4 

3 

•<-* 
3 
a> 

3 
<D 
s 

•4-4 

3 
3 

3 
eg 
ix 
a> 
3 

3 
.O 

>» 

_o 
-t-* 
eg 
(U 

■4J 
’oo 
3 

E 
3 
u, 
a> 

3 
O 
i-t 

• 
> 

Vi 
a> 

s 

£ 
o 

4^ 
3 

’+-> 
o 
3 
3 
t3 

u 
a 
13 • CJ 

eg 
Ut 

+-> 
C/5 

*3 

-*-* 

a 
eg 

C/3 

o 
(U 

Pi 

=>8 

eg 
S-i 
H 

CO 

> 
o 
a 
"E 

3 
w 

.2 U 
£ 0*5 
o 

<D 

E 
3, 

3 
o 

• 4-» 
3 o 1/3 ’C Ui JS 'B c3 G 1G C/5 '3 eg <D 4-> eg CO N> o C3 •3 
< 

3 
3 

M 
l-H 
eg 

eg 
O 

t-i 3 
« "eg <u 

• —H 
o 
o 

3 o 
O Q 

G 
"G 

eg 
4-> 

o 
£ 3. Cu 3 a K 00 3 w 



82 

°0 o CM ON o GO GO NO GO O 0 

ON d GO GO ON d d 
CO CM 0 

ON ^•H C~ NO o ON o NO 
C/3 r~ H •—< NO 00 o 00 o Tt- 

00 VO o o NO^ q> 0 

-l-> co" —T CM" GO co" o" GO" M O r}- NO ON ON o 00 O 00 
ON 

H r- CM —1 ON 
»—H 1—4 

&o 60 
o 
m 
<D 60 00 00 Tf o ON O ON 

tG «—i CM GO o 00 o O0 >-j ’■40 O ON 00 o o NO q. NO qi 0 
i 
o C3 i— l> o' ■0-" GO co" o" CM" 

CD ON •—4 CM o 00 1—H CO 
ON a CO — 4—4 •—1 

O 
rv ee- GO 

ON CO ON Tf CM r» 
3 13 r- ON OO NO CO GO 

4-* GO l> •—I NO o 00 o o O 0 CO 
’Si uo O CM oC CO CQ 
u 

GO ON NO c- 
CO CM 

* 

cd 
G 
c3 

-»-J 
C o 

&e GO 

CO t"- NO q ON GO GO CO CM 0 q 
uo d d 00 -4 Tf d d 

S 
CM 1 CO 0 

cd 
C 
o> ON CO NO CM GO o ,—i —i 13 C/3 r- ON CO 00 00 00 c~ CM NO 

ffi *—< 00 CM GO l> GO 00 0 00 
G 4-> ON l> 00 CM CM GO" i> C-" ON" 0" 

t^- O m GO Tf l> —4 •—i 4^ GO ON 
C/3 o CO •—1 3- i—< CO 

T3 ON 

3 
1 GO 

b o 
60 CO 

60 
r« c CD CO o 00 r-» O 00 o 00 

‘C G 3— CO CM o GO CO o r- NO 
r* 3 4-* 

CCJ GO ON CO 00 o 0 --4 

-3 
C/5 i l-l 

D 
a 

CN ON ON CO NO" o" ■Of" co" 

CD r~ 
CM 
CM 

NO CO CO 3- 
GO 

G CN O GO GO 
G 
CD 
> 
CD 

04 00 00 co oo C' CM r- r-H ^3- 

13 s_ 

CCS CO c- CO CM o- 00 CO CM ON 
c—* 4-> • 1-4 co CM GO CM NO Tt o 0 NO 

<D a 
CC 
O 

r-" oo ON Os' NO" CO ON" 
G CM r- CO CO 00 GO ’'t 
<D CO 1—4 00 
o GO GO- 

<4-1 o 
G 4J >» 
o c 4-> 

• ^ 

3 G 

4—* 
G 
D 

D 

E 
*a 
3 

X) C3 O G c s 
'C 

C/3 
G 
O 

t-i 
CD 

G 
CD 

o 

13 • **H 
o 

G 

4-> >> 

4-» 
C3 
CD 
b-> 

4-4 
"53 
G 

*—i 
G 1-4 
<D 

o 1-4 
’> 

C/3 
D 

£ o 4—4 
G 

Q o 
G 
3 
b 

C3 
3— 4- > 
C/3 • 
c 

<2 
as 

00 

o 
CD 

D4 

cd 

H 

•a 
C/3 
D • i-H 

> o 
O 

13 

G 
w 

33 4-> 

CD 

.2 U 

C 
o 

oo M 

CD 

£ 
a, 

G 
O 

4-> 
D 

3 
cd 

G 
c^ 
G 

s 
T3 
c 

o 
33 
33 
3 

00 

53 

C/3 
rO 
ccj 
O 

2 
33 • 

1-4 
D 
G 
D 

3 
o o 

.3 D 
C/3 > 
3 (D 
O Q 

Oj 
0 
3 

33 

13 4-> 
O 

H E 04 04 04 O X C/5 04 w H 



83 

sharing funds increased to 59% from July 1, 1977 to June 30, 1984 as Helena expended 

$1,132,089 out of $1,905,446. 

This change, however, is not as dramatic as it was in Missoula or Billings, Helena used 

$410,828 duringthis latter period to fund the city’s recreation programs, andalso $183,689 

was given to social service agencies to fund their operations in the face of federal categori¬ 

cal cuts in various health and welfare programs. The city used only $397,918, or 21.6%, of 

revenue sharing funds expended after July 1, 1977 for police and fire salaries. The city did 

not feel that essential services should be funded out of revenue sharing funds, although 

$345,793 in revenue sharing funds were spent for capital items relating to public safety. 

During the reporting period of July 1, 1983 through June 30, 1984, Helena expended all 

of its revenue sharing allocation on capital items and expects to do the same this current 

budget year. Mr. Verwolf feels that the city should be spending these funds on capital 

improvements projects involving small items rather than using these funds for operational 

costs. Fortunately, the city has been able to move in this direction the past two years. 

The category of general government increased somewhat during this latter period due 

to various City Hall improvements. Since Helena indicated (see Table 7) that the availabil¬ 

ity of revenue sharing funds has enabled them to either prevent tax increases, reduce taxes, 

or prevent new debts, their use of funds from July 1,1977 through June 30,1984 indicated 

a shift toward spending more of their allocation for operational purposes, although this 

trend has been reversed. The city is still using revenue sharing funds for substitution pur¬ 

poses, but not as much as Billings and Missoula. 

Table 12 gives the expenditures of revenue sharing funds for all four Montana cities in 

this study divided between the two different time periods. These four cities received and 

expended $28,449,841 through June 30, 1984, with $16,747,681, or 58.9%, of the total 

going for capital expenditures and $11,702,160, or 41.1%, of the total used for operational 

purposes. 
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There was, however, a pronounced shift from capital to operational expenditures 

between the two periods of time in Table 12. Prior to either December 31, 1976 or June 

30, 1977, these cities spent $8,894,095, or 86.6%, of the total for capital items and 

$1,371,825, or 13.4%, for operational purposes. Following these time periods extending 

through June 30, 1984, capital expenditures were $7,853,586 and 43.2% of the total 

during this period, while operational uses increased to 56.8% of the total or $10,330,335. 

This amounts to a difference of 43.4%, or a dramatic shift in using revenue sharing monies 

more for operational purposes. 

Cities used their revenue sharing money for capital expenditure items earlier in the 

program because of the uncertainty of continued funding. Most of the cities surveyed did 

not want to use this funding source for essential operations such as public safety. Later in 

the 1970s, however, as federal categorical grant programs were cut, double-digit inflation 

hit, and the fiscal crisis became more pronounced, these cities began to use their revenue 

sharing allocations to fund operational expenses, especially police and fire salaries in Bil¬ 

lings and Missoula. 

If Great Falls’ use of revenue sharing funds is not counted the shift becomes even 

more noticeable. Data from Tables 9, 10, and 11 shows that these three cities spent 80% 

of their revenue sharing allocations for capital projects and only 20% for operational uses 

prior to either December 31, 1976 or June 30, 1977. In contrast, these three cities 

expended only 30% for capital projects and 70% for operational uses from either January 1, 

1977 or July 1, 1977 through June 30, 1984. These operational increases were for police 

and fire salaries in Billings, Missoula, and Helena, and also operational expenses to run the 

recreation programs in Helena. 

Data in Table 12 shows that expenditures for public safety purposes increased from 

$2,505,771, or 24.4%, of the total to $8,702,123, or 47.9%, of the total of revenue sharing 

funds expended during the two report periods. Other categories remained similar between 
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the two periods with the exception of libraries and general government. Expenditures in 

these two categories went down from the earlier report period since most of the building 

construction took place in the first few years of the program. 

These Montana cities devoted only $1,349,280 to housing and community develop¬ 

ment, social services for the aged and poor, and education programs which amounts to 

only 4.7% of the $28,449,841 in revenue sharing funds expended through June 30, 1984. 

The vast majority of these dollars, 95.3%, were spent on continuing activities which are 

traditional functions of city governments: financial and general administration; public 

safety; parks and recreation; roads and transit systems; libraries; general government, mostly 

construction of buildings and equipment purchases; and health and environmental costs 

pertaining to either sewer replacement or installation and sewage treatment plants. 

Since Great Falls has used its revenue sharing allocations for continuing activities, and 

since the other three cities indicated in early Actual Use Reports that they were using their 

revenue sharing funds for substitution purposes, the substitution effect of general revenue 

sharing funds continues to be evident in these Montana cities throughout the life of the 

program. 

As Table 13 shows, Great Falls used 84.5% of its revenue sharing allocations for capi¬ 

tal expenditures and only 15.5% for operational uses. The one category in which Great 

Falls differs dramatically from other cities in this study is that of financial and general 

administration where the city expended 23.2% of its allocation. In addition, Great Falls 

spent a far smaller percentage of its revenue sharing allocation for public safety purposes 

and substantially more for parks and recreation. Given the population of Great Falls, the 

city spent far less on social services for the aged and poor as compared to Billings. The 

categories for which revenue sharing funds were spent are those service areas which city 

governments are expected to provide. 
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Table 13. Distribution of General Revenue Sharing Funds in Great Falls, Montana Through 
June 30, 1984.* 

Function Capital Operating Total 
% of 
Total 

F inan cial/General 
Administration $1,640,673 $ 381,929 $2,022,602 23.2 

Public Safety 1,189,320 70,626 1,259,946 14.5 
Parks & Recreation 2,271,625 458,909 2,730,534 31.3 
Roads & Transita 562,353 23,035 585,388 6.7 
Libraries 307,973 250,000 557,973 6.4 
General Government^5 1,186,525 0 1,186,525 13.6 
Health & Environment0 196,813 0 196,813 2.3 
Social Services 6,847 169,162 176,009 2.0 
Housing & Community 

Development 0 0 0 0.0 
Education 0 0 0 0.0 
Total $7,362,129 $1,353,661 $8,715,790 100.0 

*Source: Actual Use Reports and City Budget Information. 
Expenditures in this category include $135,951 for airport improvements; $12,100 for 
parking control; and $146,646 for equipment replacement. 
^Expenditures in this category include $588,208 for various public building projects and 
$433,071 for improvements to the Civic Center. 
c These expenditures were for sewer replacement or installation or the sewage treatment 
plant. 

The City of Billings spent 57.6% of its revenue sharing funds on capital expenditures 

and 42.6% for operational purposes. The categories of public safety, roads and transit, and 

general government accounted for 76.1% of the expenditures. The largest expenditures 

occurred in public safety with 68.8% of the total for that function being spent on police 

and fire salaries. The city did spend a larger amount for social services for the aged and 

poor and compares favorably percentagewise with Helena in this respect. Expenditures for 

libraries and general government combined accounted for 23.3% of the city’s revenue shar¬ 

ing allocation. Billings spent the bulk of its revenue sharing funds for continuing activities 

and in traditional service areas. 
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Table 14. Distribution of General Revenue Sharing Funds in Billings, Montana Through 
June 30, 1984.* 

Function Capital Operating Total 
%of 
Total 

Financial/General 
Administration $ 57,610 $ 268,067 $ 325,677 3.0 

Public Safety3 1,349,703 2,976,002 4,325,705 39.9 
Parks & Recreation'3 427,124 40,780 467,904 4.3 
Roads & Transitc 1,275,438 548,195 1,823,633 16.8 
Libraries 267,508 159,810 427,318 3.9 
General Government01 2,067,713 36,064 2,103,777 19.4 
Health & Environment 475,855 0 475,855 4.4 
Social Services 108,583 563,323 671,906 6.2 
Housing & Community 

Development 213,683 0 213,683 2.0 
Education 0 1,900 1,900 0.1 

Total $6,243,217 $4,594,141 $10,837,358 100.0 

*Source: Actual Use Reports and City Budget Information. 
aIncluded is $5,820 for building inspections by Fire Department. 
^Includes $35,839 for cemeteries. 
cIncludes expenditures for public transit system: $325,583 (capital) and $426,538 (oper¬ 
ating); and $139,514 for traffic signals. 
^Bulk of these funds expended on city hall renovation and equipment purchases and 
$61,000 in matching funds for an energy audit. 

Missoula presents the most obvious example in this study of the fiscal crunch cities 

face today. All of the expenditures shown in Table 15 for capital items were made prior to 

December 31, 1976 with the exception of $113,071. Since 1977, Missoula has been using 

almost its entire revenue sharing allocation for police and fire salaries. City officials have 

indicated earlier in this study that the city faces severe budget problems due to the lack of 

expansion in the tax base coupled with the city providing services for non-residents who 

work in the city. Since the alternative is to cut services, the city has opted to use its reve¬ 

nue sharing funds for salaries. The city cannot raise taxes since it is at the maximum levy 

limit. City officials have indicated that they would rather use these revenue sharing dollars 

for capital expenditures as they were able to do earlier in the program. Missoula’s use of 

revenue sharing funds is obviously to provide essential, traditional services to its citizens, 

services which existed prior to the revenue sharing program. 
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Table 15. Distribution of General Revenue Sharing Funds in Missoula, Montana Through 
June 30, 1984.* 

Function Capital Operating Total 
%of 
Total 

Financial/General 
Administration $ 247 $ 766 $ 1,013 0.0 

Public Safety 443,297 4,077,336 4,520,633 80.7 
Parks & Recreation 80,602 0 80,602 1.4 
Roads & Transit 239,411 1,000 240,411 4.3 
Libraries 123,437 0 123,437 2.2 
General Government3 496,023 0 496,023 8.9 
Health & Environment 123,065 0 123,065 2.2 
Social Services 14,162 0 14,162 0.3 
Housing & Community 

Development 240 0 240 0.0 
Education 800 0 800 0.0 
Total $1,521,284 $4,079,102 $5,600,386 \ 

o
 

o
 

o
 

*Source: Actual Use Reports and City Budget Information. 
aMost of these funds were used for the construction of a fire substation (approximately 
$300,000). 

Helena has spent 49.2% of its revenue sharing funds for capital projects and 50.8% 

for operational purposes. Thus, Helena stands alone among the four cities in this study in 

using its revenue sharing monies in a balanced manner. Even in the area of public safety the 

city has spent only 57% of its funds for salaries. The city has expended $479,828 for oper¬ 

ating its recreational programs which had previously been funded through user fees. The 

city has since gone back to having the people pay for these services. In the last two report¬ 

ing periods and for the current budget year, the City of Helena is devoting the vast major¬ 

ity of its revenue sharing monies to capital items. These expenditures have been for con¬ 

tinuing activities and in traditional service areas. 
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Table 16. Distribution of General Revenue Sharing Funds in Helena, Montana Through 
June 30, 1984.* 

Function Capital Operating Total 
% of 
Total 

Financial/General 
Administration $ 32,017 $ 42,033 $ 74,050 2.2 

Public Safety 474,171 627,439 1,101,610 33.4 
Parks & Recreation 129,422 479,828 609,250 18.5 
Roads & Transit 432,192 133,088 565,280 17.1 
Libraries 6,277 6,437 12,714 0.4 
General Government3 404,514 35,554 440,068 13.4 
Health & Environment 83,437 139,348 222,785 6.8 
Social Services^ 0 201,559 201,559 6.1 
Housing & Community 

Development 59,021 10,000 69,021 2.1 
Education 0 0 0 0.0 
Total $1,621,051 $1,675,286 $3,296,337 100.0 

*Source: Actual Use Reports and City Budget Information. 
aExpenditures in this category include: 

-government buildings ($38,699-capital) and ($10,900-operating); 
-shop construction ($217,305-capital); 
—public services ($24,433-capital) and ($9,933-operating); and 
—other activities and projects ($124,077). 

includes funds for operating assistance to local social service agencies ($117,682); and 
payment of special assessments for public works projects to low-income persons ($83,877). 
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Notes 

1 Interview with Sam and Shirley Boggess, City of Billings, Montana, April, 1983. Mr. 
Boggess was Director of Support Services for over five years, and his wife was Controller 
for the city prior to February, 1983. Mrs. Boggess had been employed by the city for al¬ 
most 25 years in various accounting and budgeting positions. 

2 Interview with Mr. Kyle B. Olson, City of Great Falls, Montana, March 21, 1983. 
Mr. Olson is Assistant to the City Manager and has held that position for fifteen months at 
the time of the interview. 

3 Interview with Mr. Bill Verwolf, City of Helena, Montana, March 17, 1983. Mr. Ver- 
wolf was Director of Administrative Services and had been employed by the City for five 
years. 

4 Interview with Mr. Dave Wilcox and Barbara Horton, City of Missoula, Montana, 
March 17, 1983. Mr. Wilcox was the Assistant to the Mayor for three years, and Ms. Hor¬ 
ton was an Accounting Supervisor for seven years. 

5 Interview with Kyle B. Olson. 

6 Nathan et al., op. cit., p. 72. 

7 Interview with Bill Verwolf. 

8 Interview with Dave Wilcox. 

9 Interview with Sam and Shirley Boggess. 

10 Interview with Kyle B. Olson. 

11 Interview with Bill Verwolf. 

12 Interview with Sam and Shirley Boggess. 

13 Interview with Kyle B. Olson. 

14 Interview with Dave Wilcox. 

15 Ibid. 

16 Interview with Bill Verwolf. 

17 Interview with Kyle B. Olson. 

18 Ibid. 
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CHAPTER 7 

CONCLUSIONS 

This final chapter contains the conclusions of the research into GRS fund use in four 

Montana cities. These conclusions will be compared with the findings of previous studies 

on the impact of GRS funds. 

The use of general revenue sharing funds in these four Montana cities has met the three 

purposes which Congress intended for the GRS program. These extra funds have furnished 

much needed fiscal support for these local governments as all cities indicated that their 

budgets would have had to be cut to some degree if GRS funds were not available. In fact, 

Mr. Boggess of Billings indicated a dollar for dollar reduction in city expenditures if GRS 

funds were not available.1 

Revenue sharing has also fulfilled its purpose as being a “new type” of federal aid. 

GRS does not have the complex rules and regulations which categorical programs have, can 

be used to match other federal grants, and can easily be administered by local units of 

government with no strings attached. 

The GRS program has also facilitated the role of policymaking generalists in local 

government. Mayors, city managers, and finance officers can easily administer the GRS 

program with a minimum amount of reporting and no additional staff. Politically, GRS has 

allowed these local policymakers flexibility and they no longer have to depend upon pro¬ 

gram area specialists for advice as is the case with categorical programs. 

F. Thomas luster’s study concluded that cities with less than 100,000 population 

used their GRS funds to facilitate new capital outlays, usually to speed up existing capital 

programs rather than encourage completely new ventures. This dominant use of GRS funds 
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is borne out in Montana in the first few years of the program. luster’s study covered only 

1974 and 1975 fiscal years. Later on in the life of GRS, these Montana cities used an 

increasingly higher proportion of their GRS funds for operational uses. Juster also con¬ 

cluded that tax abatement uses were relatively low in the West which was borne out in 

Montana.2 

The GRS experience in Montana confirms a number of conclusions reached by David 

A. Caputo and Richard L. Cole in their study of the impact of GRS for the initial round of 

allocation in 1972. Montana cities spent the majority of their GRS funds in only three or 

four categories, areas which were deemed essential by these cities. These are the traditional 

areas in which most local governments spend most of their budget funds: public safety, 

general government especially construction projects, roads and transportation, and parks 

and recreation. These four Montana cities spent approximately 95% of their GRS alloca¬ 

tions for existing programs rather than using GRS monies to support or create new, innova¬ 

tive activities. They also spent these funds in close proportion to their previous budgetary 

patterns, and simply substituted GRS funds for local funds as was generally done by other 

cities in the nation.3 

One of the major conclusions of the Brookings study by Richard Nathan and Associ¬ 

ates, which was also borne out by this experience in these four Montana cities, is that a 

higher degree of substitution usage was found than most observers would have expected. 

Communities between 50,000 and 100,000 and smaller than 50,000 population tended to 

use a higher proportion of their GRS funds for capital projects. This was also true in Mon¬ 

tana before cities began to use more of their GRS dollars for salaries. Responses from local 

officials in Montana, in the aggregate, would bear out the conclusions that between 50% 

and 75% of these GRS dollars were used for various substitution purposes. If new spending 

did occur, it was usually for capital projects. Also, cities in Montana did not use much of 
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their GRS allocations to restore cuts made in federal categorical programs or to increase 

pay and benefit levels.4 

The use of GRS funds in Montana corroborated a number of conclusions reached by 

James Fossett in the University of Michigan study of the political impacts of GRS in 1974 

and 1975. GRS fund use did not appear to have a substantial impact on the budget process 

as most local officials reported that GRS has not had much impact on their ability to set 

priorities, control expenditures, or make changes in the local tax structure. Cities in Mon¬ 

tana were only moderately successful in spending GRS funds on programs which they had 

identified as having high priority. The availability of GRS funds accelerated the construc¬ 

tion of a number of capital projects, but these projects had existed prior to GRS.5 

Patrick D. Larkey’s study of GRS concluded that the degree of “fiscal pressure” on 

local governments was the single most important determinant of how GRS funds affected 

the fiscal behavior of cities. This fiscal pressure exists when the cost of providing constant 

level of services is increasing more rapidly than revenues at constant rates. Where fiscal 

pressure exists, GRS funds tend to be merged with other general operating funds and used 

to support recurrent expenditure obligations.6 This certainly was the case in Montana as 

fiscal pressure was a contributing factor in these cities shifting from capital to operating 

uses of GRS funds after 1977. Unlike Larkey’s conclusion, however, public safety uses in 

Montana were not overreported, and revenue displacement and general government uses 

were not substantially underreported.7 

The use of GRS funds in Montana parallels the use I discovered in a study of GRS 

fund use in Manhattan, Kansas in 1980 which covered the life of their GRS program. Like 

Manhattan, Kansas, Montana cities have used their GRS funds for continuing activities 

which are in traditional service areas. Also, this use of GRS funds was not very innovative 

or creative. The availability of GRS funds has allowed some Montana cities to accelerate 

capital improvement programs and expenditures and fund some projects which would 
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have either not been accomplished or done later if GRS funds had not been available. 

Examples would be the construction and/or renovation of various government buildings 
( 

such as city halls, libraries, maintenance shops, and fire substations. However, these activi¬ 

ties existed prior to GRS funding.8 

Other conclusions resulting from the analysis of data in Montana are: 

1. City officials felt that GRS was a flexible source of funding with few strings 

attached and they could spend GRS funds for the same items and purposes as 

the general budget. The uncertainty of continued funding was the only unfavor¬ 

able comment about the GRS program. 

2. The prevalent responses among local officials were that GRS has prevented tax 

increases and that these funds are substantial enough to make a real financial 

difference in these city budgets. 

3. GRS funds were allocated through the regular budget process, not a separate 

budgetary procedure.9 

4. Three cities felt that the most productive use of GRS funds was to avoid tax 

increases and fund capital improvement programs.10 Missoula felt that paying 

police and fire salaries from GRS supports the budget and consequently avoids a 

tax increase. The least productive use has been to allocate GRS dollars for on¬ 

going operating costs such as salaries. 

5. These cities felt that no major changes should be made in the GRS program other 

than increasing the funding level from 50% to 100%. 

6. All cities felt that their GRS allocations would not be used any differently in the 

future than they have been in the most recent past. Helena and Great Falls re¬ 

sponded that future GRS dollars would be used for capital expenditures, while 

Billings and Missoula stated they would be used for police and fire salaries. 
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7. Taxes would have been higher in Helena and Missoula, but not in Billings or Great 

Falls, if GRS funds had not been made available. Taxes could not be raised in 

Billings because they were at the levy limit. 

8. The level of borrowing would not have been higher since these officials felt their 

cities would not borrow for operational purposes. 

9. Surpluses or reserves would have been somewhat lower in all cities except Great 

Falls. 

10. All cities felt that various budget adjustments would have had to be made if GRS 

funds were not available, and that these reductions would have affected the tradi¬ 

tional services provided and also would have affected the public as a whole, not 

just one small segment. 

11. All cities indicated that they would have reduced both operating and capital 

expenditures if GRS funds were not available. 

12. The reductions in operating and capital expenditures combined would have been 

less than 50% of the amount of GRS received in both Helena and Great Falls, 

only 10% less in Missoula because they were using almost all of their GRS alloca¬ 

tion for police and fire salaries, and equal to the loss in GRS funds in Billings. 

13. All cities stated that this loss in GRS funds would have resulted in fewer personnel 

and less frequent replacement of equipment and supplies. Helena and Great Falls 

said this loss would also have resulted in less of a salary increase. 

14. All cities indicated that GRS funds have had only a slight to moderate effect in 

addressing the top priorities these cities identified.11 GRS has made more money 

available to deal with these problems and thus has eased the fiscal crunch. 

15. GRS funding will not likely be significant in these cities being able to deal with 

their top priority problem areas in the future. This is the case because GRS pro¬ 

vides only a small portion of city budgets, the infrastructure problems identified 
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as a high priority are so massive and expensive, and other high priority problem 

areas such as economic development and tax reform require legislative action.12 

16. Helena and Great Falls felt that the availability of GRS funding has made it less 

difficult in planning for future expenditures, Missoula said it has made no differ¬ 

ence, and Billings said it is more difficult because of the uncertainty of continued 

funding. Great Falls and Helena said it has made it less difficult because of the 

planning requirements inherent in establishing and following a capital improve¬ 

ments program. 

17. Officials in Missoula and Great Falls state that GRS funds has made it easier in 

setting priorities for local expenditures, while Helena and Billings stated it has not 

made any difference. 

18. All four cities said the availability of GRS funds has not made any difference in 

finding out what the community wants, in paying special attention to different 

kinds of issues or problems, or any noticeable change in newspaper coverage of 

local financial matters.13 

19. Not many organizations or advisory committees have been formed by these cities 

to advise of budget matters because of the availability of GRS funds. Senior citi¬ 

zen and social services organizations have become more active in the budgetary 

process because of the availability of GRS funds. 

20. GRS funds are being received and allocated by these cities by using the existing 

resource allocation processes.14 

21. GRS has not resulted in any more or less contact with officials at other govern¬ 

ment levels, nor has the availability of these funds resulted in internal interdepart¬ 

mental conflicts locally. 

22. GRS funds have had no effect on annexations or consolidation of governments or 

functions. 
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23. All four cities agreed to some degree that the best use of GRS funds was not to 

reduce taxes. 

24. All cities felt very strongly that the administrative cost of GRS is minimal, and 

that local political decisions is the best way to allocate these funds. 

25. City officials in Helena and Bilhngs felt that GRS has not strengthened the role of 

local government, while officials in Missoula and Great Falls said it has by provid¬ 

ing a financial cushion. 

26. Only Great Falls feels that the presence of GRS funds has resulted in better fiscal 

management due to the planning requirements for a capital improvements pro¬ 

gram. 

27. Analysis of the Actual Use Reports and city budget documents indicate that these 

cities have been using an increasing portion of their GRS funds for operational 

uses since 1977.15 

28. These Use Reports and budget information also indicate that these cities have 

used GRS funds for substitution purposes and that this use is increasing as more 

GRS funds are being spent for salaries.16 

29. The vast majority of these GRS funds have been spent for functions which are 

traditional to local government: public safety, general government (especially con¬ 

struction projects and equipment purchases), roads and transportation, and parks 

and recreation. For the most part, these uses have been for continuing activities, 

not new ones, and this use of GRS funds has not been innovative.17 

Final Comment 

The information gathered and conclusions reached in this study could be useful to 

policymakers at the federal level in ascertaining whether or not the legislative intent in 

creating the GRS program has been met and whether any changes may be necessary in any 
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future re-authorization or extension of the program. It is also important to local officials 

who can see the long-term, composite effect their use of GRS funds has had on the local 

budgetary process. This could also be helpful in determining their future use of these funds. 

All of the local officials responding to the survey questionnaire expressed an interest in 

obtaining the results of this study. 

The general revenue sharing program has been in existence since 1972. Despite the 

huge federal budget deficits which are likely to continue into the near future, the GRS pro¬ 

gram is likely to be continued. These funds are important to local officials even though 

GRS funds constitute approximately 3% of local budgets. These funds are granted with no 

strings attached, can be used for virtually any purpose, and have become a dependable 

source of outside revenue. .The formidable constituency of some 39,000 general-purpose 

units of government virtually assures its continued funding. 

I believe that GRS should and will be continued. The $4.5 billion annual appropria¬ 

tion constitutes a very small portion of the federal budget. However, the fact that mostly 

all local governmental units receive some GRS funds make the program extremely popular 

from both a political and economic standpoint. It is a flexible program which enables local 

officials to allocate these funds for projects which they deem of high priority. These funds 

have helped ease the fiscal crunch faced by cities. Politically, the GRS program has resulted 

in a shift of power from Washington to the cities. This conservative trend which is sweep¬ 

ing the nation is a radical departure from the policies of the 1960s and early 1970s. 

The last point to be made is that the GRS program has been extremely successful in 

meeting its Congressional goals of: (1) providing fiscal support to local governments; (2) 

being a new type of federal aid without complex rules and regulations; and (3) of enabling 

officials who are more directly responsible to local voters have the predominant voice in 

determining the uses of these GRS funds. 
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1 Interview with Sam and Shirley Boggess, April, 1983. 

2 luster, op. cit., pp. 13-14. 

3 Caputo and Cole, op. cit., pp. 123-125; p. 141; and p. 147. 

4Nathan et al., op. cit., pp. 231-233. 

5 James Fossett, “GRS and Decisionmaking in Local Government,” in The Economic 
and Political Impact of General Revenue Sharing, ed. F. Thomas luster (Washington, D.C.: 
U.S. Government Printing Office, 1976), p. 143. 

6 Larkey, op. cit., pp. 217-218. 

7Ibid., p.215. 

8 Ralph Conone, ‘‘Study on the Use of General Revenue Sharing Funds by the City of 
Manhattan, Kansas from January 1, 1973 through June 30, 1980,” paper required for 
Political Science 710, Kansas State University, Manhattan, Kansas, April, 1982, pp. 19-21. 

9 Larkey, op. cit., p. 23. 

10 Juster, op. cit., pp. 13-14. 

11 Fossett, o/7. cit., p. 143. 

12 Ibid. 

13 Ibid. 

14 Larkey, o/7. aY., p. 221. 

15 Ibid., p. 218. 

16See Larkey, op. cit., pp. 218-219; Caputo and Cole, op. cit., p. 141; Nathan et al., 
op. cit., pp. 231-233; Juster, op. cit., pp. 13-14;and Fossett, op. cit., p. 143. 

17 Ibid. 
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APPENDIX C 

Basic Survey Instrument 
REVENUE SHARING 

OHB # 099S-74015 

Project 466111 
Sumner, 1974 

& SURVEY RESEARCH CENTER 
INSTITUTE FOR SOCIAL RESEARCH 
THE UNIVERSITY OF MICHIGAN 
ANN ARBOR. MICHIGAN 48106 
/ (Do not wrK$ ht atom ipoet J 

1. Interviewer's Label 

2. P.S.U. 

3. Your Interview No. 

4. Date 

5. Length of Interview 
(Minutes) 

/ 

INTRODUCTION: 

In discussing general revenue sharing with you during this interview, we will be 
referring to "fiscal years." If we say "fiscal year 1974" we want your 
fiscal year. Vlll you tell me the beginning and ending dates of your fiscal 
year? 

MO: DAY:   DAY:  
BEGIN END 

IF R'S GOVERNMENT UNIT IS ON A CALENDAR YEAR (JAN. 1 - DEC. 31) 

Since you use a calendar year, please give us information for the calendar 
year preceding the fiscal year asked about In the questions. (For example, 
if we ask for fiscal year 1974, give us Information for calendar 1973. 

207 
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time to the nearest minute  
SECTION A: PERCEPTIONS 

Al. Now that you have had some experience with general revenue sharing we would like 
to know how you feel about its impact. Are there particular features of general 
revenue sharing that you feel very favorable about? (IF YES) And what 
would those be? 

t 

A2. Are there particular features that you feel very unfavorable about? 
(And what would those be?) 

208 
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2 

A3. (CARO A,YELLOW) For each statement that I read, just tell me whether you 
agree strongly, agree somewhat, disagree somewhat, or disagree strongly. 
The first statement is: We have been able to develop some new programs. 

How do you feel about that? Just tell me the letter on the card. 

b. 

d. 

f. 

g> 

h. 

J. 

WE HAVE BEEN ABLE TO DEVELOP SOME 
NEW PROGRAMS. 

revenue sharing has been more 
trouble for us than it's worth 

we are now subject to less control 
by the federal government 

we are finally getting some of 
our tax money back 

we have been able to avoid tax 
increases 

we have been able to stay afloat, 
financially 

we are now subject to more control 
by the federal government 

revenue sharing has not made up for 
cutbacks in federal grants so 
we're getting less federal money 
than before 

revenue sharing does not amount to 
enough to make a real financial 
difference 

A B C D 

AGREE AGREE DISAGREE DISAGREE 
STRONGLY SOMEWHAT SOMEWHAT STRONGLY 

209 
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A4. When revenue sharing funds were received initially by this jurisdiction, 
did you look upon your revenue sharing money as being kept separate from 
local funds or as being merged with them? 

1. KEPT SEPARATE 2. MERGED WITH LOCAL FUNDS 

A5. Do you look upon your revenue sharing money in the same way now? 

1. YES 5. NO 

A5a. In what ways do you think about it differently 

A6. Over 'the period that revenue sharing funds have been available, what would you 
say is the most satisfactory and productive use to which they have been put 
in your jurisdiction, either by actual spending or by allocation? 

A7. What, in your judgment, is the least satisfactory or productive use to which 
these funds have been put? 
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4 

A8. As you know, federal revenue sharing will expire In 1976, unless It Is 
extended. Do you think federal revenue sharing should continue? 

A9. If revenue sharing is extended, do you think the amounts should be 
increased a lot, increased a little, kept the same, decreased a little, 
or decreased a lot? 

INCREASED INCREASED KEPT THE DECREASED DECREASED 

A LOT L' A LITTLE SAME A LITTLE 
3* A LOT 

211 
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A10. (CARD B, ORANGE) How would you feel about the following changes in the 
revenue sharing program? For each change tell me whether you would be 
strongly in favor of it, somewhat in favor, or whether you would oppose it 
somewhat or oppose it strongly. Just tell me the letter on the card. 

A B C D 

b. 

d. 

f. 

eliminate priority expenditure 
requirements 

allow revenue sharing money to 
be used as the matching share of 
federal grants 

develop more complete budget 
reporting categories 

require the formation of citizen 
advisory committees to decide how 
to use revenue sharing money 

adjust payments to keep up with 
inflation 

change the allocation formula to... 

1. give more money to poorer com¬ 
munities 

2. omit very small government units 

3. give more to big city areas 

4. discourage reduction in local 
tax rates 

5. encourage the consolidation 
of small government units 

6. remove the penalty against 
special districts by including 
local assessments as part of the 
tax base 

7. make it easier to know your pay¬ 
ments over the next few years 

8. remove the penalty against get¬ 
ting revenue from user charges 
by including them in the defini¬ 
tion of tax effort 

STRONGLY SOMEWHAT SOMEWHAT STRONGLY 

212 
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All. Are there any other changes that you would favor? (IF YES) What do you 
have in mind? 

213 
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SECTION B: REVENUE SHARING IMPACT—FISCAL YEAR 1974 BUDGET (CALENDAR 1973) 

We are interested in your judgment about the budgetary impact in this (UNIT) 
of the general revenue sharing program during your fiscal year 1974. When we 
finish this series of questions we will also be asking you about fiscal year 
1975 (calendar 1974). 

Bl. What would have been different about the programs run by this (UNIT) 
without revenue sharing? 

B2. If there had been no revenue sharing money would you have reduced 
general operating expenditures for fiscal year 1974? 

1. YES 5. NO 

' 1 ' 

B3. Would you have also reduced 
capital expenditures? 

B4. Would you have reduced 
capital expenditures? 

1. YES 1. YES 

INTERVIEWER CHECKPOINT A 

FI 1. IF YES ON B2 AND B3 >■ TURN TO P. 8, 

|~~1 2. IF YES ON B2 AND NO ON B3 >• TURN TO P. 

FI 3. IF NO ON B2 AND YES ON B4 TURN TO P. 

|~~|4. IF NO ON B2 AND NO ON B4 >-TURN TO P. 

SEQUENCE I 

11, SEQUENCE II 

13, SEQUENCE III 

15, SEQUENCE IV 

214 
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SEQUENCE I 

B5. Would the reduction In operating expenditures have been more than, the 
same as, or less than, the reduction In capital expenditures? 

OPERATING EXPENDITURES - OPERATING EXPENDITURES 
WOULD BE REDUCED MORE * WOULD BE REDUCED LESS 

3. 
BOTH REDUCED 
SAME 

B6. Would the reduction In operating and capital expenditures together have been 
equal to the amount of revenue sharing money you received or less than that 
amount or what? 

B7. Would your level of borrowing have been higher than it was? 

1. YES 5. NO  »- GO TO CHECKPOINT B 

B7a. How much higher? 

INTERVIEWER CHECKPOINT B 

| j • ALL ^ lUixii ivj 4 • j } uy 

215 
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B8. Would you have relied more on raisins taxes or on increasing the level 
of borrowing? 

1. RAISE TAXES 2. INCREASE BORROWING 3. BOTH EQUALLY 

B8a. Why is that? 

B9. Would your surplus or your reserve funds at the end of fiscal year 1974 
have been lower than they were? 

B9a. 

1. YES 

Y~ 
A little lower, somewhat lower or much lower? 

GO TO BIO 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

BIO. You indicated earlier that general operating expenditures would have been 
lower during fiscal year 1974 if revenue sharing funds had not been available. 
Would this have involved... 

1. ...less of an increase in salary rates? 

2. ...fewer personnel? 

3. ...less equipment and supplies? 

5. NO 

5. NO 

5. NO 

1. YES 

1. YES 

1. YES 

216 
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Bll. What specific programs would have been reduced or eliminated if 
revenue sharing funds had not been available? 

B12. What part of the public would have been most affected by this? 

B13. What kinds of capital expenditures would have been reduced or eliminated 
in fiscal year 197A if revenue sharing funds had not been available? 

B14. What part of the public would have been most affected by this? 

B15. Thinking back to fiscal 1973, what specific programs, if any, 
would have been reduced or eliminated if revenue sharing funds had not 
been available? 

TURN TO P. 16, SECTION C 

217 
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SEQUENCE II 
B16. Would the reduction in operating expenditures have been equal to the amount 

of revenue sharing money you received or less than that amount? 

B17. 

1. EQUAL TO 

GO TO B18 

2. LESS THAN 

Y 
Without revenue sharing would local taxes have been higher than they were? 

B18, Would your surplus or your reserve funds at the end of fiscal year 1974 
have been lower than they were? 

B18a. 

1. YES 

I 
A little lower, somewhat lower. or much lower? 

GO TO B19 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

B19. You indicated earlier that general operating expenditures would have been 
lower during fiscal year 1974 if revenue sharing funds had not been available. 
Would this have involved... 

1. ...less of an increase in salary rates? 

2. ...fewer personnel? 

3. ...less equipment and supplies? 

1. YES 

1. YES 

1. YES 

5. NO 

5. NO 

5. NO 

218 
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B20. What specific programs would have been reduced or eliminated if 
revenue sharing funds had not been available? 

B21. What part of the public would have been most affected by this? 

B22. Thinking back to fiscal 1973. what specific programs, if any, 
would have been reduced or eliminated if revenue sharing funds had not 
been available? 

TURN TO P. 16, SECTION C 

219 
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SEQUENCE III 

B23. Would the reduction in capital expenditures have been equal to the amount 
of revenue sharing money you received or less than that amount? 

1. EQUAL TO 

GO TO•B25 

B23a. 

2. LESS THAN 

T 
How much less? 

B24. Would you have made up the difference mostly by raising taxes, mostly 
by borrowing, or would you have used both equally? 

1. RAISE TAXES 2. INCREASED BORROWING 3. BOTH EQUALLY 

B25. Would your surplus or your reserve funds at the end of fiscal year 1974 
have been lower than they were? 

B25a. A little lower, somewhat lower or much lower? 

GO TO B26 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3.. MUCH LOWER 

B26. What kind of capital expenditures would have been reduced or eliminated in 
fiscal year 1974 if revenue sharing funds had not been available? 

B27. What part of the public would have been most affected by this? 

220 
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B28. Thinking back Co fiscal 1973, what specific programs, if any, 
would have been reduced or eliminated if revenue sharing funds had not 
been available? 

TURN TO P. 16, SECTION C 

221 
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SEQUENCE IV 

B29. You indicated that even without revenue sharing money you would have 
kept the same level of fiscal year 1974 expenditures. Without revenue 
sharing would local taxes have been higher than they were? 

B30. Would your level of borrowing have been higher than it was? 

1. YES 

B30a. How much higher? 

GO TO B31 

B31. Would your surplus or your reserve funds at the end of fiscal year 1974 
have been lower than they were? 

B31a. 

1. YES 

A little lower, somewhat lower. or much lower? 

GO TO B32 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

B32. Thinking back to fiscal 1973, what specific programs, if any, 
would have been reduced or eliminated if revenue sharing funds had not 
been available? 

222 TURN TO P. 16 , SECTION C 
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SECTION C: REVENUE SHARING IMPACT—FISCAL YEAR 1975 BUDGET 

We are interested in your judgment about the budgetary impact in this (UNIT) 
of the general revenue sharing program during- your fiscal year 1975. 

Cl. What would have been different about the programs run by this (UNIT) 
without revenue sharing? 

C2. If there were no revenue sharing money would you have reduced 
general operating expenditures for fiscal year 1975? 

1. YES 5. NO 

' ' 

C3. Would you also have reduced 
capital expenditures? 

B4. Would you have reduced 
• capital expenditures? 

1. YES 5. NO 1. YES 5. NO 

INTERVIEWER CHECKPOINT C  

f~1 1. IF YES ON C2 AND C3  > TURN TO P. 17, SEQUENCE I 

(~~j 2. IF YES ON C2 AND NO ON C3  V TURN TO P. 20, SEQUENCE II 

[~1 3. IF NO ON C2 AND YES ON C4- >* TURN TO P. 22, SEQUENCE III 

| | 4. IF NO ON C2 AND NO ON C4 >TURN TO P. 23, SEQUENCE IV 

223 
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SEQUENCE I 

C5. Would the reduction In operating expenditures be more than, the 
same as, or less than, the reduction In capital expenditures? 

. OPERATING EXPENDITURES , OPERATING EXPENDITURES 
A* WOULD BE REDUCED MORE WOULD BE REDUCED LESS 

C6. Would the reduction In operating and capital expenditures together be 
equal to the amount of revenue sharing money you received or less than that 
amount or what? 

C7. Would your level of borrowing be higher? 

1. YES 

nr 
C7a. How much higher? 

GO TO CHECKPOINT D 

INTERVIEWER CHECKPOINT D 

□ i- 

□ 2. 

C8 

UlrlLKb 

224 
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C8. Would you have relied more on raisins taxes or on increasing the'level 
of borrowing? 

1. RAISE TAXES 2. INCREASE BORROWING 3. BOTH EQUALLY 

C8a. Why is chac? 

C9. Without revenue sharing funds would your surplus or your reserve funds at 
the end of fiscal year 1973 be lower? 

C9a. 
T 

A little lower, somewhat lower or much lower? 

GO TO CIO 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

CIO. You indicated earlier that general operating expenditures would be 

lower during fiscal year 1975 if revenue sharing funds had not been available. 
Would this have involved... 

1. ...less of an increase in salary rates? 

2. ...fewer personnel? 

3. ...less equipment and supplies? 

5. NO 

5. NO 

5. NO 

1. YES 

1. YES 

1. YES 

225 
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Cll. What specific programs would have been reduced or eliminated if 
revenue sharing funds had not been available? 

C12. What part of the public would have been most affected by this? 

C13. What kinds of capital expenditures would have been reduced or eliminated 
in fiscal year 1975 if revenue sharing funds had not been available? 

C14. What part of the public would have been most affected by this? 

TURN TO P. 24 , SECTION D 

226 
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SEQUENCE II 
C15. Would the reduction in operating expenditures be equal to the amount 

of revenue sharing money you received or less than that amount? 

C16. 

1. EQUAL TO 

GO TO C17 

2. LESS THAN 

Y 
Without revenue sharing would local taxes be higher? 

C17. Without revenue sharing funds would your surplus or your reserve funds 
at the end of fiscal year 1975 be lower? 

C17a. 

1. YES 

J 
A little lower, somewhat lower. or much lower? 

GO TO CIS 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

CIS. You indicated earlier that general operating expenditures would be 
lower during fiscal year 1975 if revenue sharing funds had not been available 
Would this have involved... 

1. ...less of an increase in salary rates? 

2. ...fewer personnel? 

3. ...less equipment and supplies? 

5. NO 

5. NO 

5. NO 

1. YES 

1. YES 

1. YES 

227 
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C19. Whac specific programs would be reduced or eliminated if 
revenue sharing funds had not been available? 

C20. What part of the public would be most affected by this? 

TURN TO P. 24, SECTION D 

228 
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SEQUENCE III 

C21. Would the reduction in capital expenditures be equal to the amount 

of revenue sharing money you received or less than that amount? 

1. EQUAL TO 

GO TO C23 

C21a. 

2. LESS THAN 

T 
How much less? 

C22, Would you make up the difference mostly by raising taxes, mostly 
by borrowing, or would you have used both equally? 

1. RAISE TAXES 2. INCREASED BORROWING 3. BOTH EQUALLY 

C23. Without reveniTe sharing funds would your surplus or your reserve funds at 
the end of fiscal year 1975 be lower? 

1. YES 5. NO —>• GO TO C24 

1 
little lower, somewhat lower or much lower? 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

C24. What kind of capital expenditures would have been reduced or eliminated in 
fiscal year 1975 if revenue sharing funds had not been available? 

C25. What part of the public would have been most affected by this? 

TURN TO P. 24 , SECTION D 
229 
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SEQUENCE IV 

C26. You indicated that even without revenue sharing money you would keep 
the same level of fiscal year 1975 expenditures. Without revenue sharing 
would local taxes be higher than they are? 

C27. Would your level of borrowing be higher? 

1. YES 

C27a. How much higher? 

GO TO C28 

C28. Without revenue sharing funds would your surplus or your reserve funds at 
the end of fiscal year 1975 be lower? 

C28a. 

1. YES 

A little lower, somewhat lower. or much lower? 

TURN TO P. 24, 
SECTION D 

1. LITTLE LOWER 2. SOMEWHAT LOWER 3. MUCH LOWER 

TURN TO 

C
M
 

P
!
 , SECTION D 

230 
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SECTION D: PROGRAM IMPACT 

Now I have a few general questions about the area around here. 

Dl. What would you say are the three most important problems facing this (UNIT)? 

1.   

2. 

3. 

D2. We're interested in whether revenue sharing has made any difference in your 
ability to deal with any of these problems. Let's take the first problem 
you mentioned (REPEAT FIRST PROBLEM). Has revenue sharing made any difference 
in dealing with that problem? 

1. YES 

D2a. Why is that? 

D3. What about the second problem (REPEAT SECOND PROBLEM). Has revenue sharing 
made a difference there? 

D3a. And why is that? 

231. 
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D4. Finally, what about the third problem? (REPEAT THIRD PROBLEM.) 

1. YES 

D4a. And why is that? 

D5. Is revenue sharing likely to make any difference in your ability to deal 
with any of these major problems in the future? 

D5a. 

1. YES 5. NO GO TO D6 

In what ways and which problems? 

D6. Would you say that the federal categories of ''priority'* expenditures have 
been very restrictive, moderately restrictive, or not restrictive at all? 

D6a. In what ways have they been restrictive? 

232 
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1)/. Would you favor greater federal restrictions on the uses of revenue sharing 

funds? 

D7a. What sorts of restrictions do you have in mind? 

D8. Would you favor the total elimination of federal "priority** categories? 

1. YES 

D8a. And why do you feel that way? 

5. NO 

D9. If the use of priority expenditure categories is continued, are there any 
categories which you think should be added? 

DIO. If you were free to allocate the revenue sharing funds for this (UNIT) all . 
over again, would you do it the same way or do it differently? 

Dll. In what ways would you change the allocation of revenue sharing funds if 
you could do it all over again? 
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D12. Overall, would you say that you have used revenue sharing dollars to 

finance continuing activities to start new ones? 

D12a. Can you give me examples of the new activities 
you have begun with revenue sharing funds? 
(RECORD EACH ACTIVITY AT TOP OF COLUMN AND ASK 
D12b-D12g FOR EACH.) 

ACTIVITY 

1.   

D12b. What was'the approximate annual cost of the 
(ACTIVITY)? $  

ANNUAL COST 

D12c. Would you have undertaken this new activity 
without revenue sharing? 

YES NO 
1. WOULD 5. WOULD 

HAVE NOT 

D12d. How would you best characterize these programs 
you have begun with revenue sharing funds. Is 
(ACTIVITY) an essential activity that you could 
not afford before, is it a useful activity or 
is it a luxury activity that you could not 
afford before? 

1. ESSENTIAL 

2. USEFUL 

3. LUXURY 

D12e. Would you describe (ACTIVITY) as an innovative 
addition to your programs? 

D12f. Was (ACTIVITY) conducted by your (UNIT) alone 
or in cooperation with other government units 
or private agencies? 

D12g. (IF WITH OTHERS) What other units or agencies 
were involved? 

1. ALONE 
OTHER 

2. UNITS/ 
AGENCIES 

(SPECIFY) 
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ACTIVITIY ACTIVITY 

2. 3. 

$  
ANNUAL COST 

YES NO 
1. WOULD 5. WOULD 

HAVE NOT 

1. ESSENTIAL 

1 2‘ 
USEFUL 

3. LUXURY 

$  
ANNUAL COST 

YES NO 
1. WOULD 5. WOULD 

HAVE NOT 

1. ESSENTIAL 

2. USEFUL 

3. LUXURY 

1. YES 

1. ALONE 

(SPECIFY): 

OTHER 
2. UNITS/ 

AGENCIES 

1. YES 

1. ALONE 

(SPECIFY): 

OTHER 
2. UNITS/ 

AGENCIES 
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D13. Would the direct allocation of revenue sharing funds (for example those 
reported on the Actual Use reports) have been different if the lav did 
not restrict expenditures to priority categories? 

D14. Would the direct uses of revenue sharing have been different if there were no 
prohibitions on the use of revenue sharing to match other Federal grants? 

D1S. Have reductions, or the possibility of reductions, in federal categorical 
programs for local governments affected decisions regarding the uses of revenue 
sharing? 
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SECTION E: IMPACT ON THE BUDGET PROCESS 

El. Has revenue sharing made it more difficult or less difficult or hasn't 
it made any difference in your planning for future expenditures? 

Ela. Why is that? 

E2. How about controlling expenditures? (Has revenue sharing made it more diffi¬ 
cult, less difficult or hasn't it made any difference?) 

E2a. Why is that? 

E3. How about deciding on changes or reforms in the local tax structure? (Has 
revenue sharing made it more difficult, less difficult, or hasn't it made 
any difference?) 
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E4. How about setting priorities for local expenditures? (Has revenue sharing 
made it more difficult, less difficult or hasn't it made any difference?) 

E4a. Why is that? 

E5. How about finding out what the community wants? (Has revenue sharing made it 
more difficult, less difficult, or hasn't it made any difference?) 

E6. If we think about your "normal" budget process prior to revenue sharing, how 
often did you hold public hearings on the budget? Would that be... 

1.   Never  ^ TURN TO P. 34 , E10 

2.   At least once per budget period 

3.   Two to four times per budget period or 

4.   Five or more hearings per budget period. 

E7. Did you hold public hearings on the disposition of your first revenue sharing 
entitlement? 

E7a. Do you recall how many hearings were held? 

■V TURN TO P. 33, E8 

(NUMBER) 
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E8. Did you hold public hearings during fiscal year 1974 specifically on your 
revenue sharing funds? 

E8a. 

1. YES 

“r 
About how many'hearings would that be? 

GO TO E9 

(NUMBER) 

E9. How would you compare attendance at public hearings before and after revenue 
sharing. First about how many people usually attended budget hearings 
before revenue sharing? 

BEFORE 

E9a. And about how many after? 

 AFTER 

INTERVIEWER CHECKPOINT E  

I 1 IF AFTER LARGER THAN BEFORE  >■ GO TO E9b 

□ ALL OTHERS > GO TO E9c 

E9b. To what extent do you think this increase is due to revenue 
sharing—entirely, to some extent, or not at all? 

TURN TO P. 34, E10 

E9c. Would you say, then, that revenue sharing has had no Impact 
on the level of public Interest in the budget? 

1. YES 5. NO 

TURN TO P. 34, E10 X 

E9d. In what ways has it had an impact? 
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E10. Has this (UNIT) sec up any citizen's groups or commictees which advise 
you on budgec, financial or program matters? 

GO TO E13 

Ell. Were any of these groups formed because of the start of revenue sharing?. 

GO TO E13 

E12. Which ones were formed because of revenue sharing? 

E13. What kinds of community groups or organizations have expressed interest in 
revenue sharing? 

IF NONE >■ TURN TO P. 35, E16 

E14. What kinds of things have they done to show their interest? 
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£15. Were all of these groups as active before revenue sharing as afterward? 

E15a. Which- ones became more active after revenue sharing was introduced? 

£16. Have any particular groups been critical because of the way revenue sharing 
funds have been handled? 

£17. Do you find yourself paying attention to different kinds of issues or problems 
in this (UNIT) because of revenue sharing ? 

E17a. What kinds of issues would those be in this (UNIT)? 
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E18. Have you noticed any changes In newspaper coverage of local financial 
matters because of revenue sharing? First, what about the amount of attention 
or space devoted to the budget. Has this increased, decreased, or remained 
about the same? (CONTINUE WITH OTHERS.) 

a. AMOUNT OF ATTENTION (SPACE) IN 
NEWSPAPERS 

b. Adequacy of treatment 

c. Criticism of financial practices 

d. Support of financial practices 

INCREASED DECREASED REMAINED SAME 

E19. Let's think for. a moment about other government officials in this (UNIT). 
Do you feel that revenue sharing has made any difference in their reaction 
to public criticism or support? (CONTINUE WITH OTHERS.) 

E19a. (IF YES) Why do you think that 
has been true? 

a. 

b. 

c. 

d. 

THEIR REACTION TO 
PUBLIC CRITICISM 
OR SUPPORT? 

Their desire for 
better informa¬ 
tion? 

Their concern over 
fiscal problems? 

Their awareness 
of fiscal pres¬ 
sures? 

5. NO 1. YES WHY TRUE 
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E20. Have federal or state officials communicated with you about civil rights 
enforcement in the revenue sharing program? 

I' 
E20a. Which officials? 

E20b. When did they contact you? 

E20c. What advice or suggestions did they give you? 

E21. Have the prohibitions against discrimination in revenue sharing been more 
restrictive, less restrictive or about the same as those in other federal 
grants? 

1. MORE RESTRICTIVE 5. LESS RESTRICTIVE 3. ABOUT THE SAME 
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SECTION F: INTERGOVERNMENTAL RELATIONSHIPS 

FI. (CARD C, WHITE) J/e are also interested in the effect of revenue sharing on 
your relations with other government officials. For each type of official 
I mention, please tell ipe the amount of contact of any kind that you have 
with them as a result of revenue sharing. First, what about federal admini¬ 
strators, other than those in the Office of Revenue Sharing? 

A B C D E 

MUCH SOMEWHAT ABOUT SOMEWHAT MUCH 
MORE MORE THE SAME LESS LESS 
CONTACT CONTACT CONTACT CONTACT CONTACT 
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Flj. IF RESPONSE IS CATEGORY A, B, D OR E ASK: What is it about revenue sharing 
that causes you to have (more/less) contact with (OFFICIALS)? 
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F2. In general, how would you judge the amount of disagreement over the local 
budget now as compared with what it was before revenue sharing? nrsc, 
how about within particular departments or agencies of this (UNIT)—is 
the conflict over the budget less, more, or about the same as it was before 
revenue sharing? (CONTINUE WITH REMAINDER.) 

b. 

c. 

d. 

f. 

WITHIN DEPARTMENTS OR AGENCIES OF THIS 
(UNIT)? 

Across (UNIT) departments or agencies? 

Between administrators and the (UNIT 
GOV. BODY)? 

Between the (UNIT GOV. BODY) and the 
general public? 

Between the (UNIT GOV. BODY) and local 
citizens' groups? 

Between the (UNIT GOV. BODY) and the 
media? 

Between this (UNIT) and other 
governments? 

A B C 

LESS MORE SAME 
CONFLICT CONFLICT AS 

THAN BEFORE THAN BEFORE BEFORE 

F3. !f you had to judge what impact revenue sharing is likely to have on your 
willingness to work with officials from other local governments in the 
future, would you say that it will make you... 

1.  more willing 

5.   less willing, or that 

3.   it won't make any difference? 
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F4. Some people have argued Chat revenue sharing will encourage certain changes 
among local government jurisdictions. For each one I mention, please indicate 
whether you think revenue sharing will or will not encourage certain changes. 
First, do you think revenue sharing will encourage cities and towns to annex 
outlying areas? 

b. 

d. 

ENCOURAGE TOWNS AND CITIES TO 
ANNEX OUTLYING AREAS? 

Encourage municipalities and 
counties to take over some 
functions now being per¬ 
formed by special districts? 

Encourage less reliance on 
user charges by local 
governments? 

Encourage the consolidation 
of existing governmental 
units such as cities and 
counties? 

Encourage some small govern¬ 
ments to increase the range 
of their activities? 

Encourage less cooperation 
across various units of local 
government? 
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FS. As a result of revenue sharing has your (UNIT) undergone any changes In 

Its taxing structure? 

1. YES 

T 
FSa. Exactly what kinds of changes 

are you thinking of? 

F5b. What parts of the public are 
most likely to be affected by 
these changes? 

GO TO F6 

5. NO 

I   
F5c. Are there any plans for such 

changes? 

F5d. What kinds of changes? 

F5e. What parts of the public are 
most likely to be affected by 
these changes? 

GO TO F6 

F6. As a result of revenue sharing has your (UNIT) taken on any of the functions 
ordinarily performed by special districts? 

F6a. What functions do you have in 
mind? 

F6b. Do you think it is likely to 
happen? 

GO TO F7 GO TO F7 

F7. Currently, there is no minimum population size in order to be eligible for 
revenue sharing money. Do you think there should be a minimum size for 
eligibility? 

1. YES 

y 
5. NO TURN TO P. 43. SECTION C 

F7a. What do you think that minimum figure should be? 
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SECTION C: OPINIONS ABOUT REVENUE SHARING 

(CARD A) People have expressed many differenC opinions about revenue sharing. 
I will read a number of such opinions, and for each one I'd like you to tell 
me whether you agree strongly, agree somewhat, disagree somewhat or disagree 
strongly. If you aren't sure or don't know, please indicate that. 

A BCD 

Cl. 

G2. 

G3. 

G4. 

G5. 

G6. 

G7. 

Concern about the temporary nature 
of revenue sharing funds may have 
led some governments to spend most 
of their revenue sharing money on 
capital items. 

Concern over the continuation of 
general revenue sharing may dis¬ 
courage some governments from using 
revenue sharing funds for experi¬ 
mental programs. 

Increased public participation 
may make the allocation of 
revenue sharing funds different 
from other funds. 

Revenue sharing may not be worth 
its cost because of the expense 
involved in meeting the administra¬ 
tive requirements. 

The best use of revenue sharing 
funds may be to reduce taxes. 

The revenue sharing formula 
gives too much weight to tax 
effort and not enough to needs. 

A fair share of revenue sharing 
money goes to government services 
for poor people. 

AGREE AGREE DISAGREE DISAGREE DON'T 
STRONGLY SOMEWHAT SOMEWHAT STRONGLY KNOW 

-All  (2)  ill  (5) (8) 
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C8. 

G9. 

G10. 

Gil. 

G12. 

G13. 

G14. 

A B C D 

AGREE AGREE DISAGREE DISAGREE DON'T 
STRONGLY SOMEWHAT SOMEWHAT STRONGLY KNOW 

(1) (2) (4) (5) (8) 

Active employee organizations 
mean that much of the revenue 
sharing money goes for salary 
increases. 

Very small government units 
should gee more revenue shar¬ 
ing funds because they are 
closer to the people than 
bigger units. 

The best system of revenue 
sharing is one in which i 
local governments are allowed 
to use the money for what¬ 
ever they t'hink best. 

The administrative cost of 
the general revenue sharing 
program is much less than 
the cost associated with 
other federal assistance 
programs. 

High rates of inflation mean 
that much of revenue sharing 
goes for salary increases. 

Revenue sharing funds will 
be used differently in the 
future than they have been 
in the past. 

Inflation has cut down the 
use of revenue sharing funds 
for innovative programs. 
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G15. As you know, one of the announced alms of revenue sharing was to 
strengthen the role of local government. Now that the plan has 
been In operation for a while, how well do you think that Intention 
has been met over all — has revenue sharing strengthened local 
government or has it not made much difference? 

1. STRENGTHENED 
LOCAL GOVERNMENT 

3. STRENGTHENED IN SOME 
WAYS, NO DIFFERENCE 
IN OTHERS 

5. NOT MADE MUCH 
DIFFERENCE 

G15a. And could you tell me why you feel that way? (PROBE FOR AS 
MUCH DETAIL AND REFLECTION AS POSSIBLE.) 

G16. Are there any other general comments you would like to make about the 
General Revenue Sharing program, either relating to questions that I 
have asked or to aspects that were not mentioned? 
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SECTION H: BACKGROUND INFORMATION 

Our last, short series of questions deal with background data about yourself. 
We usually find that these questions help explain why people have different 
sorts of attitudes and perceptions. However, you may decide you would prefer 
not to answer some of these questions, even though your name will never be 
associated with your answers. If that Is the case, just tell me and we'll go 
on to the next question. 

HI. In what year were you born?   
YEAR 

H2. Where was It that you grew up? (IF UNITED STATES) Which state or 
states? 

(IF R CREW UP IN STATE DIFFERENT H2a. How old were you when 
FROM CURRENT RESIDENCE - ASK H2a) you came to this state? 

YEARS 

H3. How long have you lived in the (NAME OF COMMUNITY) area?   
YEARS 

H4. Were you brought up mostly in the country, in a town, In a small city 
or in a large city? 

H5. How long have you held your present position as (TITLE)? 

YEARS 

H5a. (ASK UNLESS OBVIOUS) Is being (TITLE) a paid or unpaid position? 

PAID UNPAID 

H6. Did you have a previous official position in this jurisdiction? 
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H7. Is being (TITLE) of this community regarded as a parttime or a full time 
position? 

H7a. 

H7b. What is it? 

H8. What is the highest grade of school or year of college you completed? 

GU Egi (OJ mi mi mi mi mi (03 

H8a. Do you have a 
college degree? 

1. YES 

> f 

5. NO 

~r 
CO TO H9 

H8b. What degree is that? 

H9. How about your father's main occupation while you were growing up? What 
sort of work did he do? 
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49 COMPLETE FOLLOWING QUESTIONS 
BY OBSERVATION 

(A) Political characteristics of the present administration in the jurisdiction. 

PREDOMINANTLY 
DEMOCRAT 

MAJORITY 
DEMOCRATIC 

PREDOMINANTLY 
REPUBLICAN 

MAJORITY 
REPUBLICAN 

NONPARTISAN 

(B) Sex of respondent: 

1. MALE 2. FEMALE 

(C) Apparent ethnic origin: 

1. WHITE 2. BLACK 3. SPANISH 8. DK 

(D) Persons besides R present during interview: 

1. NO ONE 7. OTHER OFFICIAL (SPECIFY): 

.(E) (IF OTHERS PRESENT DURING INTERVIEW) How often did this person speak 
up during the interview? 

1. CONSTANTLY 2. OFTEN 3. OCCASIONALLY 4. RARELY 5. NEVER 

(F) Length of interview [EXACTLY, PLEASE] 

 (minutes) 

time to the nearest minute 
THUMBNAIL SKETCH: 
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