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' February 14, 1975

TO: THE VICE PRESIDENT
FROM: Mary Kresky

Attached is the draft outline which you
requested regarding the problem of categorical
grants and the need for "block" grants.

The total number of categorical grants has
decreased from over 1,000 to about 870. This figure
of 870 was gotten from OMB by Art Quern. The reason
for the decline is that there has been some consolida-
tion of grants by Congress in the last few years.

If the President should decide to talk to the
Governors about the need for block grants, I would think
that after describing the problem with categorical grants
he would need to give some concrete evidence -- such as
proposed legislation =-- that the Administration intends
to take action regarding block grants.
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DRAFT OUTLINE

THE PROBLEM OF CATEGORICAL GRANTS AND THE NEED FOR BLOCK GRANTS

It is important at this time of economic difficulty that
government at all levels mgke the most productive and
effective use of its resources. This is unduly difficult
under the present chaotic network of some 870 federal
categorical grant-in-aid programs to state and local
governments. '

In fiscal 1975, it is estimated that $53 billion in federal
dollars alone -- not counting the state and local matching
dollars -- will be spent on federal grant and shared revenue
programs. Because many of these programs are so restrictive
and narrowly focused, they in fact often hinder the efforts
of state and local governments to meet their most urgent needs
in the most effective and efficient manner.

A. The Problems of Categorical Grants-In-Aid

1. Not geared to the needs of today

Federal grant-in-aid programs were originally
designed to encourage state and local govern-
ments to undertake specific new programs,
particularly to help meet social needs. 1In
this the system was successful. But today

the need is no longer for stimulative narrowly
focused programs. Rather, the most urgent need

is to make existing programs more effective and

to help support the basic services for which e
state and local governments have historically fﬁw' a0
been responsible.

2. Distort State and Local Priorities

Because categorical grants are so narrowly
focused and rigid, efforts of state and local
governments to mobilize and concentrate
resources on their most urgent needs are
often thwarted.

Within functional areas such as education,
health, and manpower, needs vary greatly

between regions, states and areas within
a state but the inflexibility and rigidity
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of the congressionally mandated categorical
grants prevents the adaptation of them to
specific problem areas.

Furthermore, because these grants require
matching funds, state and local governments
often find that they are devoting scarce

fiscal resources to lower priority programs

in order to get vreadily available federal aid.

3. Inhibit Coordinated Planning

The categorical grant system tends to discourage,
rather than encourage, efforts to approach problems
on a comprehensive and inter-related basis. The
separate programs require separate plans and it is
almost impossible for a Governor or Mayor to bring
about any relationship between these plans,

In the area of elementary and secondary
education, for example, there are some
50 separate programs. Under these
circumstances, it is almost impossible

to develop a coordinated plan for improv- TR

ing education.

4, Waste of scarce fiscal resources

Attempting to work through the maze of grant
programs with their authorizations, appropriations,
rules and regulations, applications, procedures
and reporting requirements is a time consuming,
expensive and often wasteful process. Too many
people have to spend too much time on the paper
work and the costs are too high. It is estimated
that on the average, the cost of getting a grant

is 10-15% of the grant. (This figure is being checked)

The Need for Block Grants

It is time for a renewed and concerted effort to
consolidate the many separate but related grant-
in-aid programs within borad functional areas into
"block" grants.




This is a difficult objective but progress toward it
can be made if officials at all levels of government
will actively work for it.

Many thought geneial revenue sharing
would not become a reality but it has.
Some progress has also already been

made in consolidating grants in the

areas of health, education, manpower,
social services and community development.

The present moment is especially appropriate
to move from categorical to block grants
because of congressional committee reform,
change and reassignment of legislative
responsibility.

b e




THE WHITE HOUSE

WASHINGTON

January 23, 1976 INFORMATION
MEMORANDUM FOR IM CANNON
FROM
SUBJECT: Block Grant Ledislative

Strategy

T

\\*' -.«‘.‘pz.«"““;w'f .

The following are some tentative thoughts with regard
to the legislative strategy for implementation of the
President's proposed establishment of block grant pro-
grams in health, education, social services and child
nutrition.

1. All legislative proposals and messages should
be transmitted to the Congress no later than February
15, 1976. Early transmittal to the Congress is neces-
sary so that we do not compound the obvious barriers
these proposals face in the form of special interest
group opposition, committee jurisdictional conflicts
and the maze of Budget Act procedures. Unnecessary
delay in this vital first step would only serve to under-
cut the President's position and weaken our efforts to
gain serious consideration by the Congress and the
public.

2. All of the block grant legislative proposals
face a jurisdictional jungle due to conflicts in the
legislative authority of various committees and sub-
committees in both the House and Senate. Beyond careful
draftsmanship to avoid unintentional problems with
respect to referral, early consultation with the Leader-
ship and potential sponsors is a must. The image of
total Congressional control and a desperate search for
strong sponsorship would be legislatively damaging and
weaken the political side.
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3. One of the major barriers facing the block
grant legislation is the parochial Congressional con-
cern over relinquishing the overwhelming authority
committees now hold over the Federal categorical grant
process. Without question, we must keep the initiative,
setting forth the benefits of the President's proposals
and thus focus attention on Congressional reluctance or
failure to act as not simply a matter of policy dispute.
In this regard, adequate facts and numbers must be made
available to both the public and Members of Congress.
Based upon our successful experiences with the GRS
program thus far with Congressional District printouts,
we may also want to consider using this approach for
the block grants.

4, The action of the House and Senate Budget
Committees in preparing the first concurrent budget
resolution for FY 1977 will be viewed as an important
first battle between the President and the Congress.
By March 15 authorizing committees must present their
estimates on level of funding and other views to the
respective Budget Committees. While failure to main-
tain the Administration's position with respect to
funding levels will not be fatal, it should not be
treated lightly. Obviously, the GOP Budget Committee
Members must be strong supporters and advocates of the
President's position -- and every effort should be
made now to insure their full support and cooperation.
Note that Jim Hastings' resignation leaves an important
vacancy on this Committee.

5. Outside interest groups, specifically those
representing governors, county officials and mayors,
should be made a part of the legislative drafting
process. Of particular importance are their views on
the allocation formulas. While there have already
been expressions of their "conceptual" support, the
extent to which they are brought into the process and
clearly identified with the actual legislation could
be extremely useful in terms of our legislative
activity. To the extent that other interest groups
can be identified as supporters, efforts should be made
to also adequately brief them prior to the finalization
and actual transmittal of this legislation.



THE WHITE HOUSE

WASHINGTON

January 26, 1976

MEMORANDUM FOR JIM CANNON

LIS
FROM PAUL MYER | o A
SUBJECT: Block Grant Legislative %i 2
“Strategy -- Referral to NG v
House Committees T~

Referral of bills in the House of Representatives is subject
to the provisions of Rule X, Rules of the House of Repre-
sentativeg, 94th Congress.

The Speaker refers all bills to the committee which has juris-
diction over the subject matter of any provision of the legis-
lation. While bills are generally sent to only one committee,
under the referral procedures (Rule X, Clause 5), the Speaker
may divide the matter among two or more committees. Attached
for your review is a brief summary of the applicable House
Rules regarding referral of bills, resolutions and other mat-~
ters to committees.

The block grant legislation which the President has proposed
will require the consolidation of numerous programs authorized
under a variety of statutes. Due to the jurisdictional
authority of existing Standing Committees and Subcommittees

in the House (and Senate), the block grant legislative pro-
posals will cut across jurisdictional lines and more than one
committee can properly claim jurisdiction over the proposed
legislation.

You will note in the attached document that there are a number
of alternative referral procedures which the Speaker may
follow.

As soon as we have drafts of the proposed block grant legisla-
tion before us, we can more exactly determine the jurisdictional
problems and make recommendations with respect to the type of
referral which would be in the President's interest. I believe
the transmittal message to the Congress should specifically
reguest a form of referral which would be most conducive to
insuring that these bills are given a fair and early hearing.
This will obviously require an attempt to gain the Speaker's
cooperation as well as those of the Committee Chairmen and
Ranking Minority Members of the committees affected. 1In this
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respect we should also attempt to secure the strongest pos-

" sible sponsorship of these legislative proposals. Even
though the legislation is not yet drafted, approaches should
be made to Members now to discuss with them their willingness
to sponsor this legislation.

As you know, we are also beginning to involve special interest
groups in the drafting of the legislation. A discussion of
how they can help with the legislative strategy will parallel
their input in the drafting stage.

Attachment



SUMMARY OF APPLICABLE HOUSE RULES =-
REFERRAL OF BILLS, RESOLUTIONS AND OTHER MATTERS TO
COMMITTEES

Rule X provides for the establishment and jurisdiction of
Standing Committees and sets forth the procedures for referral
of bills, resolutions and other matters to these committees.

Clause 1 stipulates that all bills, resolutions and other

matters relating to subjects within the jurisdiction of any
Standing Committee as listed in the clause shall be referred

to such committees, in accordance with and subject to Clause 5.7/

Clause 5 authorizes the Speaker to make such referrals in a
manner which assures each Committee which has jurisdiction
over the subject matter of any provision of a bill or resolu-
tion will have responsibility for considering such provision
and reporting to the House. It specifically notes that prior
precedents, rulings and procedures shall only be applied to
the extent to which they contribute to the achievement of
this objective.

In carrying our this responsibility, the Speaker may:

1. Refer the matter simultaneously to two or more commit-
tees for concurrent consideration or for consideration
in sequence (subject to appropriate time limitations in
the case of any committee after the first),

2. Divide the matter into two or more parts reflecting
different subjects and jurisdictions and refer each
such part to a different committee, or

3. Refer the matter to a special ad hoc committee
appointed by the Speaker with approval of the House
for the specific purpose of considering that matter
and reporting to the House, or

4, Make such other provisions as he may consider appro= - 7o
priate. e ‘Q(a
o

i

NE-)

1/ Prior to the 94th Congress a bill could not be divided
among two or more committees although it contained matters
properly within the jurisdiction of several committees. How-
ever, under Clause 5 of Rule X (made part of the Rules by
adoption of H. Res. 988, 93rd Congress, effective January 3,
1975), the Speaker is authorized to refer any matter to more
than one committee.



MEMORANDUM

THE WHITE HOUSE

/
WASHINGTON , %QI‘/J&
January 29, 1976 2 Qk ﬂ
, '

PAUL O‘NEILI_:,,..-""/ W
PHIL HANNA~
ALLEN JACKSON :

MEMORANDUM FOR:

FROM:

SUBJECT:

The following is the schedule of meetings with representatives of
public interest groups on ths block grant legislation. The organ

zations involved include:

National Governors Conference

National Conference of State Legislatures EETIIS
INational League of Cities A N
. R
U. S, Conference of Mayors i ”\
bt

WNational Association of Counties

Wednesday, January 28

STEPHEN McCONAHEY

-

Block Grant Meetings w
Public Interest Gro/u«pg

{9}

R SOV

9:00 a.m. Health/Social Services : ;
: Department of HEW (North), Room 5037

Place:
Chair:

1 9:00 a.m. Education

"Place:
Chair:

Stu Altman

Departmeht of HEW (North), Room 5027
Charles Cooke

DAVID KLEINBERG
VICTOK ZAFRA W



Thursday, January 29

2:00 p.m. Nutrition

Place: Department of Agriculture, Room 201A
Chair: John Damgard

A representative from the Domestic Council and OMB should aitend
each of these sessions. Either Ray Hanzlik or I will also be present.
Ray will be in contact with you to confirm which meetings you plan

to attend. '

/

cc: Jim Cannon




February 2, 1976

MEMORANDUM FCR: MAX FRIEDERSDORF
FROM: BEOR WOLTHUIS
SUBJECT: Snonsorship of the President's Block

rant Legisiation

in the next several days the Adminlatration's messages dealing with

the elderly, soclal services, health crime, child nutrition and education
will be going to the Hill, We should start thizking about sponsorship

of the lagislation. The block grant approach will have rough sledding
because of the interest groups which strongly support categorical grants.

In my meeting last Thuraday with the Agriculture, EEW and OMB legislative
people they indicated soms of the ranking Republicans on the key sube
committees were aiready showing some hesitancy about the block grant
approach, Al Culs told the HEW peopls of his concerns about the sducation
approach. We genarally agreed they will need somae convincing and work

to get them on board as sponsors and co-sponsors. Some possible options
ara as foliows:

1. Weo can send up the legislation with our LA, people or the
departments to gain the necessary sponsors.

2. We could sand up the respective Secretaries with a White House,
CMB, or L.A. representative to sesek sponsors,

3. Key members could be invited to the White House in a variety
of formats. These would include:

a» A GOP lesadership meeting to include the key subcommittee
members where the sponsorship question could be raised.
This could be delicate,

b. A briefing or meeting with Lynn and/or the respective
Secratary with a Presideatial drop~by.




c. A meeting 28 outlined in b without a Presidential drop-by.

d. A serles of single maetingl with the President and Wampler,
Doc Carter, Carl Curtis, Bob Dole, Al (tule, etc. to geek
their assistance and sponsorship.
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THE WHITE HOUSE INFORMATION

WASHINGTON

February 4, 1976

MEMORANDUM FOR:  THE PR g\/

/
FROM: . JAMES M.\LRNNON

SUBJECT: Education Block Grant

I think you should know that at a meeting Monday
with HEW officials Al Quie indicated he was so
opposed to your education proposal that he would
not submit the bill even on request.

Quie indicated the timing was bad because Congress,
having recently considered elementary and secon-
dary education and handicapped legislation, would
be i1ll disposed to reopen education issues. He
was unhappy with the proposed inclusion of certain
programs such as adult education, libraries and
the post secondary parts of vocational education.
Finally, he said his constituents in Minnesota
would expect him to exercise control over how
Federal dollars are spent and he could not go
along with a proposal which would lead to so
little Federal control.

In Sunday's New York Times, Al Quie was quoted in
considerably less detail, but as indicating his
opposition to the education block grant proposal.
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THE WHITE HOUSE INFORMATION

WASHINGTON

February 4, 1976

MEMORANDUM FOR: THE PR ‘{/
FROM: . JAMES M.NDCRNNON
SUBJECT: Education Block Grant

I think you should know that at a meeting Monday
with HEW officials Al Quie indicated he was so
opposed to your education proposal that he would
not submit the bill even on request.

Quie indicated the timing was bad because Congress,
having recently considered elementary and secon-
dary education and handicapped legislation, would
be ill disposed to reopen education issues. He
was unhappy with the proposed inclusion of certain
programs such as adult education, libraries and
the post secondary parts of vocational education.
Finally, he said his constituents in Minnesota
would expect him to exercise control over how
Federal dollars are spent and he could not go
along with a proposal which would lead to so
little Federal control.

In Sunday's New York Times, Al Quie was quoted in
considerably less detail, but as indicating his
opposition to the education block grant proposal.
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WASHINGTON
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THE WHITE HOUSE
WASHINGTON

Date__éal//

L G

DAVID LISSY

FYT

For Appropriate Action

COMMENTS

“Pon Controefiom .




EDUCATION DAILY, FEB. 18,1976

FORD TOUTS BLOCK GRANTS IN SPEECH TO PRINCIPALS - President Ford ~
talked about education Monday before a t £ enthusiastic high school principals in
Washington, D. C,, telling them that his admzmstratmn will fatten allocations to local -
school authorities through block grants while ' untymg the red tape” that bmds local
prerogatwe. , ' - ; ‘ g T e

Standa d Fare Speaking at the 60th annual convention of the National Association
of Sacondary School Principals, Ford sparked hearty applause by condemning what he
called the "maze of complex and confusing Federal guidelines, " the differing standards
and the overlapping responsibility which are part of the Topsy~like growth of the Federal |
role in education. '"Too often we ask whether Federal forms have been fdled out, not
Whether chxldren have been properly educated, ' he satd

T he reins belong back in the hands of local officials whose decisions ' are wiser and more
responsive to community needs than the edicts of the Federal bureaucracy, " Ford said.

Moving from the teachers to the taught, the President remarked that today's youth'é.ra .
less naive than any previous generation, but at the same time a disappointing number of -
citizens are untutored in the workings of the government, even Athe'pm‘ncxples of the
Declaration of 'Independence. "This is a new challenge to education, " Ford announced

'Ford also noted that educators still don.'t know how to measure the quallty of educatmn
and attempts to buy results have failed. The real measure of quallty, he sald "is the
degree of your comm1tment and the leadership you provide.,' S . ”
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INFORMATION

THE WHITE HOUSE

WASHINGTON

February 20, 1976

MEMORANDUM TO: JIM CANNON J
JIM CAVANAUGH
ART QUERN
BOB GOLDWIN
DAVID BOORSTIN =

FROM: DAVID LISS

Thought you might find the attached of interest.
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MEMORANDUM

OFFICE OF THE VICE PRESIDENT

WASHINGTON

February 19, 1975

TO: Ann Whitman
Jim Cannon
Dick Dunham

FROM: “Art Quern

SUBJECT: PRESIDENT'S COMMENTS AT
DINNER FOR GOVERNORS

For your information, I was contacted by
Fred Bird who is the speechwriter assigned to
prepare comments for President Ford to use at
the Thursday evening dinner for the National
Governors Conference.

Bird called me specifically to ask about
block grants but casully mentioned that the
President planned to make some remarks about
the Vice President’s new role in the Domestic
Council. He had not written anything on this
yet, but seemed to feel it would be a significant
part of the comments.

In regard to block grants, Bird was preparing
remarks along the lines of: fxggﬁxx

"one area where the Vice President is /
already hard at work is in efforts to {
consolidate the many hundreds of > v/
congressionally mandated categorical S
grants into some manageable set of

block grants . ."




MEMORANDUM FOR:

FROM:

SUBJECT :

THE WHITE HOUSE REQUEST
WASHINGTON

March 3, 1976

JIM CANNON
ALLEN MOORE
= A

Modified Description of Types of
Federal Assistance

Tuesday you asked for brief definitions of the five mechanisms
for Federal assistance to be added to the paper on "Comparative
Advantages of Federal Grant Mechanisms."

I have added these definitions and modified the first page
of the earlier memo to be the neutral first page of a short
paper on the subject instead of a memo from me to you.



COMPARATIVE ADVANTAGES OF FEDERAL GRANT MECHANISMS

There are five distinct categories of Federal Assistance to
various types of grantees, i.e. state and local governments,
individuals, for~profit and not-for-profit entities. They are:

1. Categorical project grants.

(A grant intended to achieve a very specific purpose
and distributed on a project-byv-project basis.)

2. Formula-based categorical grants.

(A grant intended to achieve a very specific purpose
and distributed on the basis of a narrowly defined
eligibility "formula.")

3. Target grant.

(A grant intended t©O achieve broadly defined purposes
and distributed on a project basis to specific
geographic "targets"” of need.)

4. Block grant.

(A grant intended to achieve broadly defined purpose;if?gﬁyx
and distributed on the basis of narrowly defined feo N
eligibility criteria to various levels of general (; :}
purpose government.) v% 5}
"‘\ “‘i/
5. Revenue sharing. S

(A grant intended to be used for virtually unlimited
purposes and distributed on the basis of narrowly defined
eligibility criteria to various levels of general

purpose government.)

The five types of grant programs are most easily compared on
the basis of four separate factors:

e Spending discretion permitted with program funds;

] Operating conditions the grantee must meet (i.e.,
planning, reporting, and administration requirements);

® Distribution mechanism by which funds are allocated
(and the breadth of grantee eligibility); and

e Future funding expectations.

The problem in developing an inclusive definition and description
of preferred purposes is that there is considerable variation
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in the extent to which real programs follow the definitions.
For example, many project grant categorical programs have a
state-by-state earmark for planning which works much like a
block grant. Similarly, block grant programs may have per-
centage earmarks for specific purposes, separate titles which
are project grant programs, or (as in the case of LEAA)
categorical project grant attributes at the point where
recipient governments spend their block grant funds.

In the consolidation proposals, we are seeking to consoclidate
programs with multiple attributes which range from small,
narrowly categorical project grant programs to the $9 billion,
formula-grant categorical Medicaid program. A separate
justification must be developed in every case which is tailored
to specific problems of the antecedent programs.

There follows a brief description of the attributes of the
five grant mechanisms identified, along with a summary of
preferred purposes for such grants and a specific programmatic
example:

1. Project grant categorical programs.

® Very little spending discretion

e Tight conditions on program operations

Discretionary distribution by grantor (often on
a "competitive" basis) and broad grantee eligibility

e Time~limited funding (brief -- 1-3 years)

Preferred Purposes:

The attributes of project grant categorical !- .
programs make them most useful for research and '
demonstration purposes. In such cases, grants.
can be made on a competitive basis, for very o
specific purposes, with tightly administered
reporting and control mechanisms, and for a
relatively short, specified period of time.

These grants are not well suited to ongoing
projects where flexibility of spending and
administrative requirements is preferred, because
so much effort is wasted in competing for funds
and fulfilling operating conditions. Categorical
programs not utilized for research or demonstration
purposes are also particularly vulnerable to
grantsmanship and political partisanship because
demand far exceeds supply and knowing how to

"win" a grant is most of the battle. (Unfortunately,
categorical grant programs often fail to fulfill

a demonstration function, becoming instead small
"operating" programs popular locally and with
locally elected Congressional representatives.)

o

s -



Example: HEW's former Youth Development and
Delinguency Prevention Program made grants for
local delinquency prevention (demonstration)
projects on a competitive basis. Funds had to
be spent for carefully spelled out purposes out-
lined in the proposal. Spending and program
results were supposedly closely monitored
throughout the project for results which could
be replicated elsewhere. The projects were
funded only for one to three years. Although
funds were quite limited, any community in the
nation could apply. (The program was under
attack for its failure to "demonstrate" anything
useful, and was consolidated into a larger
program.)

Formula-based categorical programs.

Very little spending discretion
Tight conditions on program operations

Distribution based on statutory entitlement formula
(narrow grantee eligibility)

Indefinite funding (more than 5 years)

Preferred Purposes:

The formula-based categorical program serves as
the preferred means for distributing funds for
very specific purposes to a broad clientele.

Like the project grant categoricals, there is
little spending discretion and rigid operating
rules. But unlike the project categorical, there
is no competition (or grantsmanship or patronage)
for funds -- they are distributed on a formula
basis. Funding is usually expected to continue
indefinitely. Programs like AFDC, SSI, and

Food Stamps fit logically into this category.

Example: Medicaid shares with States the costs

of medical care to the poor on a statutory

formula basis. Funds must be spent for medical
services allowed by Federal regulation. Reporting
requirements are tightly enforced. Persons
eligible for assistance are defined carefully
in the law, and funding is presumed to be ava

i1-
able on a continuing basis. Soamny

1



Target grants.

Broad spending discretion
Moderate conditions on program operations
Discretionary funding (broad grantee eligibility)

Time-limited funding (intermediate, 3-5 years)

Preferred Purposes

Target grants best serve a program development
purpose. With broad spending discretion,
modest operating requirements, and time-limited
funding, these grants are useful in developing
the initial capacity for handling a problem.
The "target" is usually a depressed or problem
area where there is a need for flexible funds
targeted at specified purposes but where fund-
ing is scheduled to phase out over time. Model
Cities and OEO's Community Action Agency Programs
are examples of target grants.

Example: The Appalachian Regional Commission
legislation provides funds for a variety of
social and economic purposes in Appalachia.

The law has several functional titles, but within
each title (e.g. health services) there is fairly
broad spending discretion. Only moderate operating
conditions are imposed on grantees who receive
their funds on a discretionary basis as a result
of submitted proposals. The law defines quite
broadly the types of groups eligible to submit
proposals. Funding is limited to three years
when mandatory phasing out of Federal funding
must begin.

Block grants.

e Broad spending discretion

® Moderate conditions on program operations

® Funding by entitlement formula (narrow grantee

® Indefinite term funding (5 years +) ‘f‘flﬁfav

eligibility)



Preferred Purposes

Block grants are similar to target grants
except that they are usually available on a
formula basis to specified levels of general
purpose government. Since spending is flexible
and the formula usually relates to some measure
of need, future funding expectations tend to be
indefinite in length. Community Development
Block Grants and Partnership for Health Grants
are examples of block grants.

Example: The C.E.T.A. program provides funds

for manpower planning, job training, and public
service employment. Funds are distributed on a
formula basis to "prime sponsors" -- metropolitan
areas of 100,000 or more, or states. There is
broad flexibility in the statute regarding how
funds may be spent. Planning, administration,
and reporting requirements are moderate, although
prime sponsors are encouraged to take strong
initiative for their own purposes. Funding is
expected to be available indefinitely.

Revenue sharing.

Virtually unlimited spending discretion
Nominal conditions on program operations
Funding by entitlement formula

Indefinite term funding (5 years +)

Preferred Purposes

General revenue sharing is most useful as a

means to redistribute wealth from some portions
of the population to others, at minimal collec-
tion cost. Redistribution can occur from wealthy
to poor, urban to rural, etc. depending upon the
distribution formula. Empirical evidence
indicates it is extremely difficult to place

any meaningful controls on the purposes for

which general revenue sharing funds may be

spent.
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Example: General revenue sharing is basically
a transfer of Federal funds to State and local
governments based on a simple statutory entitle~
ment formula. The funds are passed without any
meaningful restrictions on how they may be used,
and only nominal operating conditions are
attached to the program. Funding is limited by
statute, but the expectation of state and local
governments is that the program will extend
indefinitely.

Art Quern



THE WHITE HOUSE

REQUEST
WASHINGTON -
March 23, 1976
MEMORANDUM FOR THE PRESIDENT
FROM: . JIM CAVANAUGHNR/ .-
SUBJECT: Decrease in Indianapolis's Community
Development Block Grant, Funding for FY 76

In response to your inquiry about the decrease of Indianapolis's
Community Development Block Grant funding in FY 76, as
reported to you by Mayor William Hudnut, the decrease occurred
because prior to FY 76 Indianapolis's "hold harmless" block
grant contained full funding for model cities programs. In

FY 76, however, the model cities portion was reduced 20%
because, under the terms of the Housing and Community
Development Act of 1974, model cities grants were assigned a
different phase out formula than the rest of the "hold
harmless" programs - in effect allowing cities receiving
model cities grants five action years of full funding,
followed by three years of declining percentages of the full
amount.

Indianapolis's last full year of eligibility for model

cities was FY 75. In FY 76, the overall block grant was
reduced by 20% of the full model cities allocation. Out of
approximately $14 million in FY 75 block grants, Indianapolis
was docked approximately $1 million in FY 76.
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HE WHITE HOUSE INFORMATION

WASHINGTON

April 14, 1976

MEMORANDUM FOR: THE PREST T
FROM: ‘ JIM CANN .
SUBJECT: Suppor{ of ck Grants

Attached is a copy of a letter jointly signed by Governor
Andrus (D-Idaho) and Governor Evans (R-Washington) expressing
to the other Governors of this country their support for

your block grant proposals. In their letter, these Governors
reguest that other chief executives help stimulate the dis-
cussion and support for these proposals in order that they
receive a due hearing and consideration by the Congress.

The Governors' Conference has been extremely interested and
cooperative in these block grant proposals. Governor Andrus
has taken special effort to go beyond party line and to
support a concept that he believes in very strongly.

We are continuing to work with Governor Andrus and Governor
Evans and their Human Resource Committee on a number of
items, and I am hopeful that this continued cooperation will
help move the block grants from their current stalemate
position.



, X/ ] 1:'8’ ’ Robert D. Ray
R LA | e Goveror of lowsa
lonjerena _.
.
; : 1150 Seventeenth Street N.W. Suite 600 / April 1, 1976 :
o ¥ S ; «

**)‘ Washington, D.C. 20036 ’ Q{ﬁ&b .

(202)785-5600

for Domestic Affairs

The White House ‘ ’\Q
Washington, D.C. 20500 \QP}*} « 'S
Dear Jim: m

I thought you might like to see a copy of the enclosed S;ifA/&/M
letter from Governor Andrus and Governor Evans to their fellow
Governors on the subject of the President's block grant pro-
posals.

Mr. James Cannon ] ’
Assistant to the President é;>\ <%?b9’¥ﬁy i

Sincerely,

Stephen B. Farber
Director

Enclosure
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Robert D. Ray
/\ Governor of Iowe
% ;;» ) Chairman
208 A3 %.iiju&}x/ '

Uz 150 Seventeenth Streat 1.W. Suite 600
Washington, D.C. 20036
{202)785-5600
. March 29, 1978

Honorable (ALL GOVERNORS)
Governor of

Dear :

We take this opportunity to express our mutual belief that Congress

should shortly hold public hearings on the Administration's block grant
proposals.

During the past ten years we have all become painfully aware of the
program and management conditions caused by federal categorical funding
of human services. One of our biggest challenges in the next years will
be revamping the intergovernmental funding and management of education and
human services so that these services may become more responsive, realistic,

and meaningful to recipients of the services as well as to the people who
pay for them.

While neither of us endorses all the specific details of the Adminis—
tration's block grant proposals, we firmly believe it is important that
the concepts be publicly discussed. Furthermore, we believe that Congress
must be given a concise message that this is a direction in intergovernmental
funding that Governors believe to be vital to the successful exercise of our
joint responsibility for the funding and management of human service programs.

We are asking that you join us in communicating to our respective
Congressional delegations and appropriate Committee chairmen our belisf that
hearings should be soon held for the purpose of discussing the concepts
contained in the Administration's block grant proposals. The list of block
grant proposals and the Committee to which they have been referred is attached
for your reference. Through our united efforts we hope to impress upon
Congress the necessity of addressing these issues promptly and directly.

- 8incerely,
- \-{‘n;‘*(‘i—)'\-

4 N

o %

i = #

to )

\B—" f
Cecil D. Andrus Daniel J. Evens \ii
Chairman, NGC Committee on Vice Chairrman, KGC Conmittee on .

Human Resources Ruman Resources
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Dear W

I would like to thank you and Governor Andrus for
your March 29th letter in which you expressed to
your fellow Governors your joint support for the
Administration's block grant proposals.

As I am sure you are aware, these proposals reflect
the President's desires to improve the delivery

of Federal categorical programs. Needless to say,
there has not been overwhelming support shown for
these proposals in the Congress. The support that
you express in your letter and the support which
your letter will hopefully create within the
Governors' Conference are much needed and appre-
ciated.

I- would like to again express my appreciation for
your support and hope that it will, along with

other efforts, generate a positive response in the
Congress.

Sinceig;y,w

M. Cannon
Assistant to the President
for eﬁmestic Affairs

e

The Honorable Daniel J. Evans
Governor of Washington
Olympia, Washington 98501

HESE
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oo HINGTON

Dear Governor Andrus:

I would like to thank you and Governor Evans for
your March 29th letter in which you expressed to
your fellow Governors your joint support for the
Administration's block grant proposals.

As I am sure you are aware, these proposals reflect
the President's desires to improve the delivery

of Federal categorical programs. Needless to say,
there has not been overwhelming support shown for
these proposals in the Congress. The support that
you express in your letter and the support which
your letter will hopefully create within the
Governors' Conference are much needed and appre-
ciated.

I would like to again express my appreciation for
your support and hope that it will, along with
other efforts, generate a positive response in the
Congress.

for Domgstic Affairs

The Honorable Cecil D. Andrus
Governor of Idaho
Boise, Idaho 83701

- g




THE WHITE HOUSE

WASHINGTON

April 27, 1976

MEMORANDUM FOR: JIM CANNON

PAUL O'NEILL

ART QUERN
FROM: STEVE McCONAHEY w
SUBJECT: ACIR's Tentative Evaluation

on Health and Safe Streets
Block Grant Programs

Attached are ACIR's (tentative) summary findings of their
evaluation of the Partnership for Health and Safe Streets
block grant programs. The preliminary; finflings are part of
a broader study of The Block Grant Pk iRc¢ es, Practice,
and Prognosis in which several blo g ograms are
being evaluated. (Earlier, I for#a emo to you on the
evaluation of CETA). I have indida our interest in these
analyses and findings, and Wayne‘g& r

us posted.

Attachment M//
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THE WHITE HOUSE

WASHINGTON

May 11, 1976

MEMORANDUM FOR: JIM CANNON
JIM CAVANAUGH
ART QUERN
PAUL O'NEILL

FROM: DAVID LISS

I wanted to be sure you were aware of the attached letter to
David Mathews from Senators Domenici and Bellmon. They
suggest a modified_ optional, block grant but do not indicate
what "substantial changes" are necessary.

Attachment W .
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COMMITTEE ON
AERONAUTICAL AND SPACE SCIENCES
WASHINGTON, D.C. 20510
May 5, 1976

Honorable David Mathews
Secretary

(D Deck 4
&Sk

Department of Health, Education.
and Welfare
330 Independence Avenue, S. W.

Washington, D. C. 20201

Dear Secretary Mathews:

() Cetr
Ve are advocates of modifying the categorical grant
programs for the country's elementary and secondary schools.
We believe a block grant approach such as suggested by the
President is a viable alternative.

legislation will pass at this time.

As you know, it is unlikely that the block grant

We strongly believe,

however, that legislation which would make it optional for

states to take the block grant alternative is a more realis-
tic approach and could be promptly chacted. During the past
few weeks, a possible optional approach to block grant legis-
lation has been discussed with several Senators and the idea
vas enthusiastically received.

developing an optional approach.

idea
add immeasurably to its chances to become law.

Therefore, we have joined in
We believe this is
realistic as it has favorable political overtones which should

There are certain legislative problems with the
block grant proposal as specified in S. 3166.

necessary to make substantial changes in this bill as well
as meking the program optional to individual states.

It will be
would appreciate it if you would enlist the O0ffice of Educa
tion to provide its expertise to us for the purpose of
drafting new legislation.

” ¢0OR ‘.r) .
Ve /- N\
A
« X
\ &=, ~ }
@ F 4
i, S
As the currert session of Congress will be abbre-
viated substantially to accommodate the political conven-
tions and elections, we hope to introduce this legislation
within the next month. Your early response will be greatly
appreciated.
m
. , PR,
\ !A?{; & A

Sincerely,
. SR 2 (o S LS
Pete V. Domenici '

k3

United States Senator

Z.[/: t, et ﬁgd’..@ (AL
flenry Bellmon

United States Senator




~ RECOMMENDATIONS O} MIDDLE RAMGE REFORM EFFORTS IN
THE INTERGOVERNMENTAL GRANT SYSTEM ADOPTED MARCH 11, 1976
AND MAY 20, 1976

RECOMMENDATION 1: PRASIC POLICY POSITION

On balance, while fully supporting the enactment of additional

block grants where appreopriate and the effective administration of

existing ones, the Commission concludes that categorical grant

programs will continue to be an integral component of the Federal

assistance svstem. Hence, the Commission believes that efforts must
1/

be continued to improve grant administration through such means as

management circulars, measures to improve intergovernmental information

and consultation, as well as procedures feor strengthening State and

local coordination and discretion.

Hence, the Commission recommends that the political branches of the

Federal, State, and general units of local government assume their

historic responsibility for jointly establishing and sustaining the

necessary central management mechanisms to achieve improved operations .

of governmental programs and to render the civil service more fully

accountable. The Commission further urges that the intergcvernmental

dimensions (fiscal, programmatic, and policy) of public management be

made an integral component of all such administrative systems.

1/ This includes block grants as well as categoricals.



RECOMMEMDATION 2: THE CENTRAL MAMAGEMENT MECHANISM

The Commission concludes that the Federal executive branch needs

a_stronger central management capacityv, bu* recoanizes that no sinale

i

strategy for organizing the Executive Offi z of tha President could

or would over time suit the varying administrative styles of individual

Presidents. Hence, the Commission recommends that the oraanization of

the Executive Office of the President for cerral management purposes

be flexible enouach to reflect Presidential desires, but that there

should be in place sufficient institutional staff to enable the President

to exert vigorous and visible leadership in the five basic central

management activities essential to smoother and more productive Federal-

State-local relations: budget preparation and consultation; management, -

including government-wide grants management; domestic policy develobment;

intergovernmental liaison; and legislative reference, The Executive Re-

organization Act conceont should be revived to allow the President expeditiously

to achieve his desired Fxecutive Office oraanizational objectives.

The Commission further recommends that the President appoint a

high-ranking assistant for intercovernmental affairs having direct access

to the President who, with a small professional staff, would monitor

and evaluate for the President the verious intergovernmental relations

activities performed on a government-wide basis under whatever

organizational arrangements the President may establish. A key official

in agencies responsible for budget preparation, management, and domestic

policy development, as well as officers of Presidential appointive

rank responsible for interaovernrental affairs in each

department, would serve as strateoic points of contact
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for and consultation with the Presidential assistant.

Furthermore, recognizing the present essentially bifurcated

pattern of management-budget and policy organization, the Commission

recommends that, if this present arrangement is continued, the

organization, staffing, and internal operating procedures of the Office

of Management and Budget be thoroughly reviewed and evaluated by the

President, the Director, and the appropriate committees of the Congress,

with a view toward makinq the OMB the primary focal point with adequate

staff for management improvement on an interdepartmental, interprogram,

and intergovernmental basis. Specific provision should be made for

regular consultation between the Office of Management and Budget and

officials and representatives of State and local governments on long-

and short-range budgetary and fiscal issues. Activities relating to

intergovernmental relations and grants management deiegated by executive

order to the Department of the Treasury (TC1082) and by Circular A-85 to

the Advisory Commission on Intergovernmental Relations should be vested

in the 0ffice of Management and Budget. A key OMB official should

be specifically assigned intergovernmental responsibilities.

The Commission also recommends that the performance of the Domestic

Council or its successcr in the jdentification of domestic problems

requiring national attention and the development of general domestic

objectives and policies through the report on national growth and other

activities be improved. Meetings of the full membership of the Councii

for the consideration of domestic policy problems and issues should be

held on a regular basis. Other domestic policy-related councils and

boards with membership which largely duplicates that (in full or part)




of the Domestic Council should be consolidated with the Domestic Council.

The creation of similar bodies in the future should be avoided.

The Commission further recommends that 02 and the Domestic Council

continue to collaborate, but more effectiveiv, in "the determination

13

of national domestic priorities for the alincation of available resources

and in assuring "a continuing review of oncaing programs from the stand-

point of their relative contribution to natic a2l aoals as compared with

the use of aveilable resources.," as was calisd Tor in executive order

11541.

Finally, the Commission reccgnizes that organizational arrangements

may change from time to time, but believes that the essence of this

recommendation pertainina to the budaet, manacement, and vpolicy functions

will remain valid and compeiling.
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RECOMMENDATION 3: THE FEDERAL REGIONAL COUNCILS

Management and Budget , and the Under Secretaries Groun

for Regional Operations move aggressively to eliminate the impediments

to the more effective operation of the Federal Reaional Councils by

(a) fully familiarizing policy-level officials of State and Jlocal

governments with the purnoses and activities of the Councils; (b)

analyzing the political and administrative factors that permit

decentralization of arant sign-off authoritvy in some assistance programs

and not in others and securing the decentralization of the former under

the direction of the principal regional official of each appropriate

department and agency; (c) obtaining greater conformity to the

standard administrative regions and field office locations set forth

in OMB Circular A-105; (d) assuring the assignment by each FRC member

agency of the staff members required for ongoing Council operatwons,

including the A-95 review and comment procedure, joint funding, and

special task forces; (e) providing to Council staff such special training

as is required for the effective performance of their duties; and (f)

assuring continuing communications with and support from Washinaton,
1/
largely through a more active Under Secretaries Group.

RECOMMENDATION 4: ASSIGNMENT OF RESPONSIBILITY FOR INTERPROGRAM GRANTS
MANAGEMENT WITHIN INDIVIDUAL DEPARTMENTS AND AGENCIES

The Commission recommends that the President require the heads of

rederal grant-administering departments and agencies to assiagn leadership

'”',4" Tl
S ‘o
3 o

-

(J
{
‘V

1/ Mr. Cannon and Mr. ¥hite dissented on Recommendation 3 4,

et
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responsibility for internrogram grants manacement activities to a single

unit with adeguate authority, stature, and staff in their respective

departments or agencies. Such activities, at a minimum, should

L]

include oversight of the agency's cempliance with OMB Circulars A-85,

A-89, and A-95 and management circulars {including FMC 74-7, FMC 74-4,

FMC 73-2, and OMB Circular A-105), and responsibilitv for leadership

and compliance with requlatiens under the Joint Funding Simplification

Act of 1974.

RECOMMEMDATION 5: MONITORING INTERAGENCY AGREEMENTS

The Commission recommends that the Office of Management

and Budget be given responsibility for compiling and undating

a list of the interacency agreements in effect, for evaluating them and

initiating new ones or improvements to existina ones as needed to effec-

tively further and supnort maximum feasible ccordination among the

various Federal aid programs. The Office of Managament and

Budget, acting threcugh the Under Secretaries Groun for Reaional

Operations and the Federal Regional Councils, also should be given

responsibility for monitoring and supporting the proper and full

implementation of these agreements. A1l new and amended interagency

agreements having a sianificant and broad intergovernmental impact on the

management of Federal aid proarams should be reviewed and commented upon at

the draft stage bv State and local governments through the A-R5

consultation process.




-7 -

RECOMMENDATION 6: INMTERAGENCY COMMITTEE MANAGEMENT

The Commission recommends that the President re-institute

administrative guidelines and instructions regarding the establish-

ment, use, and termination of interagency cormittees, with a view

toward (a) monitoring and evaluating the operation of such committees

within the executive branch; (b) supporting and strengthening those

committees necessary to the effective operation of Federal assistance

programs and related activities; and (c) discouraging the formation

or continuation of unnecessary or unproductive committees.

RECOMMENDATION 7: CONGRESSIONAL SUPPORT FOR CIRCULARS

The Commission recommends that Congress provide specific statutory

authorization for OMB Circulars A-85 and A-95 and existing and future

circuiars issued by the Office of Manacement and Budget directed toward

standardization, simplification, and other improvements of grants

management.

The Commission further recommends that Congress enact legislation

clearly vesting in the Office of Manaqément and Budget the responsibility

for developning the circulars, interpreting them, and otherwise

enforcing compliance by the grants-administering agencies. Monitoring

by the OMB of agencies' compliance with the circulars should

include aporoval of aagency reaqulations and related documents

implementing these circulars.

Finally, the Commission recommends that Congress enact legislation

requiring submission of periodic evaluation reports on the circulars

to the Congress by the Office of Management and Budget.
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RECOMMEHDATION 8: POSSIBLE MODIFICATICNS OF STAHDARDIZATION
REQUIREMENTS

The Commission recommends that the Office »f Management and

Budget orcanize and head an interagency reviww of FIC 74-7 for the

purpose of determining whether additional ar=2s of administrative

requirements should be standardized and whe*her existing standardized

requirements should be modified. Representatives of State and local

governments should be given the opportunity to review and comment

on any revisions recommended by the interacency group.

RECCMMENDATICON 9: THE STATES AND THE MANAGEMENT CIRCULARS

The Commission recommends that the States examine their

legislative and administrative policies and practices aoplicable

to the expenditure of Federal orant funds bv the States or their

political subdivisions, includinag conditions attached to the

pass~-through of Federal funds to localities, with a view toward

‘resolving in cooveration with the Cffice of Management and

Budget anv conflicts between those policies and practices and

the provisions of Federal grants manacement circulars. Such

examination should include problems invelved in claiming allowable

overhead costs in performance of audits by non-Federal agencies.

RECOMMENDATION 10: THE STATE AID A-S5

The Commission recommends that States uparade their participation

in the Circular A-95 process. Specifically, the Commission recommends
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that Governors and/or legislatures take steps to assure that Federal

program plans are reviewed for their conformity with State policies

and plans pursuant to Part III of the Circular; and that where States

have developed and adopted statewide policizs and plans impacting

on local government, the leaislatures enact statutes or the Governors

issue executive orders makino State grants *o political subdivisions

that relate to such policies and plans subjac. to the A-95 clearance

process.

RECOMMENDATION 11: A-85 AND THE PUBLIC INTEREST GROUPS

The Commission recommends that the public interest aroups

involved in OMB Circular A-85 re-examine their internal

A-85 procedures and the resources they deploy to them and

take steps necessary to assure more fully responsive participation

in the process.

RECOMMENDATION 12: FRCs AND A-95

The Commission recommends that the Office of Management and

Budget designate the Federal Regional Councils as Federal clearing-

houses under Circular A-95, making them responsible for (a) notifying

affected Federal aqenbies of grant applications having major reaional

impact and intergovernmental significance. as well as comparable direct

Federal activities subject tn A-95, (b) preparing comments concerning

the interprogram and intergovernmental effects of these proposed pro-

jects, (c) transmitting their own comments as well as individual agency
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reviews to the Federal action agency, and (d) more vigorously pursuing

their currently assigned responsibilities for enforcing Federal agency

compliance with existing Circular A-95 provisions. The Commission

further recommends that Federal Regional Cc :ncils provide the means for

resolving issues raised in the Federal interzaency review process.

RECOMMENDATION 13: JOINT FUNDING AND RECIPIENTS

To strengthen State and Tocal support fcor and use of the

Joint Funding Simplification Act, the Commission recommends that States

and larger units of general local government assian to a single agency

leadership responsibility for participation by their respective

jurisdictions in jointly funded projects. Such responsibility should

include the development of proposed projects and coordination of

the joint funding activities of particinating departments.

RECCMMENDATION 14: IMPROVIMNG GRANT IMFORMATION

The Commission recommends that Congress and the Administration take

steps to improve information that is available on grants-in-aid through

the Catalog of Federal Domestic Assistance and other sources.

Specifically, the Commission recommends that:

" (a) Congress amend Section 201 of the Intergovernmental Cooperation

Act of 1968 to-require Federal agencies, upon request of the chief

executive or legislative body of larger cities and counties, to inform

them on a timely basis of the purpose and amounts of grants-in-aid

that are made directly to such localities and authorities within such

Tecalities;
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(b) the Office of Management and Budget publish annually,

prior to the conclusion of each calendar year, a list of grant-in-aid

programs that are scheduled to terminate in the following calendar year;

(c) the Office of Management and Budget assume the initiative for

assuring that all authorized programs are listed in the Catalog of

Fedefa] Domestic Assistance instead of relying on grantor agencies to

identify such programs; and

(d) the Office of Management and Budget revise the format of the

‘Catalog of Federal Domestic Assistance so that each listing represents

not more than one discrete proaram or clearly identifies the

separate programs included under that listing: that all authorized

programs are listed whether or not funds are approoriated therefor;

and that the program titles in the State and local covernment indexes

show the code for the tvpe of assistance provided (for example, formula

grants, project grants, direct loans, technical assistance, training).

The Commission further recommends, in connection with paragraph (a)

‘above, that States explore the possibility of providing their larger

localities with information on the purpose and amounts of grants-in-aid

which the States sends- to such localities. Such information should

cover both direct grants from the Stzte and Federal grants passed

through the State government.




THE WHITE HOUSE M

WASHINGTON "

June 11, 1976

MEMORANDUM FOR: JAMES CANNON

FROM: BILL DIEFENDERFER

RE: ' Education Block Grant Proposal
Update

On June 9, 1972 the first of two scheduled days of hearings in the House
Subcommittee on Elementary, Secondary and Vocational Education were

held on the Administration education block grant proposal. Four witnesses
testified and expressed strong support for the proposal. The witnesses

were: State Senator Hunter Andrews (Va) representing Education Commission
of the States; Owen Kiernan, Executive Secretary National Association of
Secondary School principals; Edward Keller, Deputy Executive Director,
National Association of Elementary School Principals and Secretary David
Matthews, HEW.

The committee members directed much of their attention to the red tape
and paperwork problem that surrounds Federal education programs,
There was some indication that those opposed to the Block Grant proposal
were anxious to make red tape and paperwork the central issue as they
felt remedies could be found for those problems without adopting the
block grant concept. Secretary Mathews pointed out that implementation
and encouragement of state and local initiatives as well as increased
flexibility were major improvements to be gained through adoption of the
block grant approach.

The second day of hearings is scheduled for 15 June 1976, Scheduled to
testify are: Senators Domenici and Bellmon; The National Council of

State Legislators represented by Martin Sabo and Gerald Harden;

National State Boards of Education represented by James Connor, President,





