
The original documents are located in Box 59, folder “Revenue Sharing” of the Philip 
Buchen Files at the Gerald R. Ford Presidential Library. 

 
Copyright Notice 

The copyright law of the United States (Title 17, United States Code) governs the making of 
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United 
States of America his copyrights in all of his unpublished writings in National Archives collections.  
Works prepared by U.S. Government employees as part of their official duties are in the public 
domain.  The copyrights to materials written by other individuals or organizations are presumed to 
remain with them.   If you think any of the information displayed in the PDF is subject to a valid 
copyright claim, please contact the Gerald R. Ford Presidential Library.  



. . 
'· 

March 2 8, 197 5 

Jim Cannon 

Alan Greenspan 

Jim Lynn 

• 

'· · . . \ .; r: ; : , '-. • , ' ~ • 

l i :- -~ :! : 

Jack Ma rsh 

Bill Seidman 

Tuesday, April 1, 1975 noon 

SUBJECT: 

Simon memo (3/26/75) re: Advancing 

the June Revenue Sharing Payment 

--- I"or Necc,;::C!.::-y 1.;.ctic:t -~- :F'o:: Your Recomm~:ndatic~s 

X F -v· ,..., . 
--- or .LO"!..l:' vommen-rs -- Drafi: Remarks 

RE~'iARKS: 

On the assumption that the General Crunsel of the 

Treasury agrees that the Treasury Department can 

make the July revenue sharing payment on April 4 , 

I would recommend that the Secretary's request be 

granted. 

P LE...4.SE ATTACH THIS COPY TO Iv'I.ATERIAL SUBMITTED. 

I£ -~/::>!..! 1-..G.v~ c ::."ly q1-:~stio:1s O"': :£ :/01..1 a7'1.!ici::i .. '1.t~ c. 

dcic.~l i!l s·ib:r\.i:ti:-Lg th~ ::-eq~._1ir~d :::i.cte:rici 1 ploas-2 
Jerry ti .. Jones 
Staff Secre~c.rY 

Digitized from Box 59 of the Philip Buchen Files at the Gerald R. Ford Presidential Library



THE SECRETARY OF THE TREASURY 
WASHINGTON 

March 26, 1975 

MEMORANDUM FOR THE PRESIDENT 

Advancing the June Revenue Sharing Payment 

We are now scheduled to mail Federal revenue sharing 
payments to the states and municipalities of $1-1/2 billion 
on April 4 and another $1-1/2 billion in the first week of 
July. Under the law these payments co'uld be made earlier 
but not later. If a decision were to be made today or 
tomorrow the amount now scheduled for July could be combined 
and included in the April 4 mailing for all recipients. 

I recommend you authorize this advance of the July 
paym~nt. 

It would not increase our total outlays over the 
coming 4 months but it would move a portion of the payment 
t::cii:llt!.L .i..11 Ll11:: pe.L lod wl1cu Ll1t:: stiw.ul·u~ Lu i:.he economy 
would be more helpful. The shift in payment would also 
be -- and would be widely recognized to be -- a responsible 
effort to help states and municipalities whose financial 
situations have been hit by the recession. This would be . 
particularly true of the largest municipality, New York 
City, which faces a serious threat of being unable to 
avoid default on payment of a half hiilio~ dollars of 
securities maturing on April 14. Such a default would 
have a most unfortunate impact on confidence in our economy 
in general and on the credit markets in particular. Inso
far as New York City is concerned the proposed action 
would not cure the problem but would be a significant con
tribution to a broader effort which we are attempting to 
work out with New York State and the financial community •. 

-
There will be some states .and municipalities who have 

no urgent need for these funds but in -those .~ases the funds. 
will be reinvested in the capital market to relieve the 
congestion being caused by current corporate a Federal 
borrowing. 
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THE WHITE HOUSE 

WASHINGTON 

March 29, 1975 

MEMORANDUM FOR: Phil Buchen 

FROM: Rod Hills 

On the assumption that the General Counsel of the 
Treasury agrees that the Treasury Department can 
make the July revenue sharing payment on April 4, 
I would recommend that the Secretary1s request be 
granted. 

\ 
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M roh 29. 1975 

OD the ssumptlon that th.o . eneral Coun• 1 oft o 
Treasury agr e• that the l"U• y Depa.rtm. t c 
nia. the J ly rev e »haring payment April 4. 
I would recommend that th ecretary• o equut be 
ranted. 



EMBARGOED FOR RELEASE UNTIL 2~00 PM, EDT APRIL 25, 1975 

Office of th.e White House Press Secretary 

------------------------------------------------------------
THE WHITE HOUSE 

TO THE CONGRESS OF THE UNITED STATES: 

I am today transmitting to the Congress proposed 
legislation to extend and revise the State and Local Fiscal 
Assistance Act of 1972. The act, and the General Revenue 
Sharing program which it authorizes, expires on December 31, 
1976. I strongly recommend that the Congress act to continue 
this highly successful and important new element of American 
Federalism well in advance of the expiration date, in order 
that State and local governments can make sound fiscal plans. 

The Value of Federalism 

The genius of American government is the Federal system 
of shared sovereignty. This system permits and promotes 
creativity and freedom of action simultaneously at three 
levels of government. Federalism enables our people to 
approach their problems through the governments closest 
to them, rather than looking to an all-powerful central 
bureaucracy for every answer. 

With the Federal Government heavily committed to 
international affairs, the Nation's defense, the state of 
the economy and the energy problem, we need strong, effective 
State and local governments to meet the everyday needs of 
our people -- for good police and fire protection, education, 
transportation, sanitation, and the basic services of a 
well-governed society. 

In 1972, when General Revenue Sharing was passed, the 
Federal partnership was in trouble. The Federal Government, 
with its highly efficient taxing system, then collected· 
some two-thirds of the Nation's total tax revenues. Federal 
revenues, particularly because of the income tax, grew with 
the economy. However., State and local revenues are more 
dependent on real property taxes and sales taxes. These 
governments had to meet rising demands for services and 
costs through endless rounds of tax increases. Simply 
stated, revenues had grown fastest at the Federal level, 
while needs were growing fastest at the State and local 
levels. 

more 
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The Federal Government, then as n0w, sought to help 
States and communities meet their needs tru·ough Federal 
aid. For the most part, this aid is in the form of 
categorical grants -- that is, narrowly defined, closely 
controlled grants for specific purposes. Today, over one 
thousand of these categorical grants are available for 
almost every imaginable objective. 

However, the necessity to go to Washington for the 
solution to many local problems has had a stifling effect 
on the creativity and accountability of State and local 
governments. Along with Federal aid comes Federal 
restrictions which limit local initiative and flexibility. 

Furthermore, until the concept of block grants was 
developed, States and localities were limited to categorical 
grants which were designed to lead State and local govern
ments in new directions. Consequently, the recipients, all 
too often, headed in the direction where the grant monies 
were available, rather than where their genuine needs 
existed. 

Finally, much of the aid the Federal Government makes 
available has to be matched by State and local funds. The 
impact of this requirement is often to aggravate rather 
than to alleviate a State or local government's financial 
plight. 

This was the situation the executive branch and the 
Congress faced in 1972 -- a Federal system endangered by 
the growing impoverishment of two out of the system's three 
partners. This is the situation that the Federal Government 
wisely met, by the passage of General Revenue Sharing. 

This program has been a resounding success. Since 
its enactment, General Revenue Sharing has provided nearly 
$19 billion to 50 States and some 39,000 local governments 
money which these governments could use as they saw fit to 
meet their priority needs. 

These Federal revenue sharing dollars have meant new 
crime fighting equipment and more police on the street, 
help for essential mass transportation, a better environment, 
improved fire protection and many other useful public activities. 
If some communities have not used their revenue sharing funds 
wisely, they are a miniscule fraction of governments which 
have used this money well. 

The current revenue sharing act has also enabled 
individuals and citizen groups to play their part in 
determining the use of these Federal funds in their com
munities by placing the decision on the use of these funds 
at the local rather than the Federal level. This citizen 
participation strengthens our democracy in the best possible 
way. It is my intention to strengthen our efforts to 
encourage the widest possible citizen participation. 

The Need Goes On ----
General Revenue Sharing has also been the keystone 

of additional efforts to reform Federal aid. The new 
block grant programs, more decentralized grant management, 

more 
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joint funding projects and grant integration, improved 
program information and executive reorganization have all 
been included in a large-scale effort to make better sense 
of and to get greater results from the billions granted 
to State and local governments. 

The General Revenue Sharing program enacted in 1972 
turned a corner. It caught a serious problem in time and 
helped us get back on the road to a sounder Federalism, of 
shared rights and responsibilities. 

Many State and local governments are facing deficits 
with the prospect of having to raise additional taxes or 
cut services. Our States and localities are facing these 
adverse developments at a time when their fiscal responsi
bilities have mounted due to the impact of inflation on 
their expenditures and the tax burdens placed on citizens. 
Further, the present high unemployment is taking its toll 
in terms of lower tax receipts and higher costs on States 
and communities. This combination of financial pressures 
is likely to continue to bear down on these governments for 
the foreseeable future. 

Many units of governments, particularly .in distressed 
urban areas, count on these funds for their budget planning. 
If the flow of shared revenues were to be turned off or 
scaled down, the results would be immediate and painful. 
Our efforts to revive the economy would suffer a serious 
blow. States, cities, counties and small communities would 
have to either cut back essential services causing increased 
public and related private unemployment or tax more or borrow 
more -- thus defeating the objectives of our national efforts 
to-reduce the total tax load and revive the economy. 

Enactment of Federal revenue sharing was a wise decision 
in 1972. Its continuation is imperative now. Before deciding 
to recommend extension of this program, I directed that an 
exhaustive study be made of the present program to identify 
its strengths and weaknesses. This assessment has been carried 
out and has taken into account the views of the Congress, State 
and local government officials, interested citizen bodies and 
private study groups analyzing government policy. I will also 
consider any significant findings which may yet emerge from 
studies presently underway. 

Based on our review of this work, I am now proposing 
to the Congress legislation which will maintain the basic 
features of the existing revenue sharing program while 
offering several improvements. 

The principal elements of the renewal legislation I am 
proposing are: 

-- The basic revenue sharing formula is retained. 
Experience to date suggests the essential fairness of the 
present formula and I recommend its retention. 

-- Funds will be authorized for five and three-quarters 
years. The effect of this provision is to conform the time 
period to the new Federal fiscal year. 

more 
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-- The current method of funding with annual increases 
of $150 million will be retained to compensate, in part, for 
the impact of inflation. Over the five and three-quarters 
years, this level will produce a total distribution of 
Federal revenues of $39.85 billion. By the final year, the 
revenues shared will have increased by $937 million over the 
current level of payments. 

-- Recognizing the need to raise the existing per capita 
constraint on the basic formula, my proposal would permit 
those hard-pressed Jurisdictions now constrained by the per 
capita limitation to receive more money. The impact of this 
change on other communities would be minimized by phasing 
the change in five steps and by the increase of $150 million 
annually. 

-- To strengthen the civil rights provisions of the 
existing statute the proposed legislation would authorize 
the Secretary of the Treasury to invoke several remedies to 
enforce the nondiscrimination provisions of the act. This 
would be accomplished by stating explicitly that the Secretary 
has authority to withhold all or a portion of entitlement funds 
due a State or unit of local government, to terminate one or 
more payments of entitlement funds, and to require repayment 
of entitlement funds previously expended in a program or 
activity found to have been discriminatory. This change 
will further enhance the Secretary's ability to ensure that 
none of our citizens is denied on grounds of race, color, 
sex or national origin the benefits of any program funded 
in whole or in part through revenue sharing. 

-- To strengthen public participation in determining 
the use of shared revenues, the proposed legislation requires 
that recipient governments must provide a procedure for 
citizen participation in the allocation of revenue sharing 
monies. 

The Administration proposal would also make reporting 
requirements more flexible to meet varying needs from 
community to community. The legislation would grant the 
Secretary of the Treasury greater latitude in determining 
the form of reports and the kind of information required of 
recipients. Similarly, he would have more flexibility to 
determine the method by which recipient governments must 
publicize their use of funds. 

-- Finally, the proposal requires a reconsideration of 
the program two years before its expiration. 

~arly Renewal is Important 

I urge the Congress at its earliest convenience to begin 
deliberations on the renewal of the State and Local Fiscal 
Assistance Act of 1972. Effective planning at the State 
capitols, city halls, and county courthouses will require 
action in this first session of the 94th Congress. In fact, 
in the fall of 1975 many of our States and local governments 
will be preparing their fiscal year 1977 budgets. It will be 
essential for them to know at that time whether General Revenue 
Sharing funds will be available to them after December, 1976. 

more 



5 

The expiration of the present General Revenue Sharing 
Law is coincident with the year in which the Nation celebrates 
its bicentennial. There could be no more practical reaffirma
tion of the Federal compact which launched this Country than 
to renew the program which has done so much to preserve and 
strengthen that compact -- General Revenue Sharing. 

THE WHITE HOUSE, 

April 25, 1975. 

GERALD R. FORD 

# # # # 
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THE BRIEFING ROOM 

MR. GREENER: As Ron mentioned yesterday, the President will be transmitting to Congress at 2:00 today proposed legislation, which will extend and improve the General Revenue Sharing Act of 1972. 

You should have by now the President's message to Congress, a fact sheet, letteraof transmittal _to the House and Senate, and a Treasury booklet containing Q's and A's. Also, there should be a section-by-section analysis, and I think we are running short of those. They are in the bins now. 

We have here this morning to summarize the 
le~islation and answer your questions Mr. Edward Schmults, Under Secretary of the Treasury Department, and Mr. Graham Watt, Director of the Office of Revenue Sharing. 

I would like to remind all of you again that since the President will be making his remarks at 2: 00 on this legislation to the State legislators, and since the legislation will not be transmitted to the Hill until that time, all material for the briefing is embargoed until 2:00. 

MR. SCHMULTS: As Bill indicated, to my right is Graham Watt, the Director of the Office of Revenue Sharing, who has done such a first-rate job in administering the program for the first years of its operation. 

The present revenue sharing program is 
probably the most thoroughly studied Federal assistance program in history. The formula under which it operates, and the manner in which the program has been administered have been carefully scrutinized by various Congressional committees, by the Comptroller·· General, and by a wide variety of privately funded and Government supported independent studies. 
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Many of these assessment s were reviewed by 
an interagency task force, of which I was a part, and 
which made recommendations to the President about 
the future of revenue sharing. 

Today, as Bill Greener indicated, the 
President is transmitting to the Congress a revenue 
sharing program under the following very broad outlines, 
which I will indicate now, and they are indicated also 
in the material that you have there. 

First of all, the program would be continued 
for five-3/4 years. The odd fraction is to take into 
account the transition to the new Federal fiscal year. 
This will mean that the program will be extended 
to September 1982. 

There would be a requirement that the Executive 
present new proposals to the Congress about the future 
of the program two years prior to its 1982 expiration 
so that in the light of further experience and future 
priorities, a well-reasoned decision could be made 
about the continuation of the program after 1982. 

Such a review would also give State and local 
recipients advance notice of Congress' intentions. 

The President proposes to continue the $150 
million annual stair-step ·increases in the funding levels. 
The $15 0 million incr.ease for t'he last six .· months ~, · 
under the present plan, will be spread over the first 
full 12 months of the new program. The increase will 
provide some adjustment for inflation without contributing 
excessively to Federal costs. 

MORE 
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The present 3-factor, 5-factor formulas for interstate and intrastate distribution are to be retained in view of the fact they represent a carefully arrived at balancing of interest. 

The President has also concluded that the present one-third and two-third split of shared revenues between State and local governments should continue in that it represents a reasonable and easily applied standard. 

The present 145 percent maximum restraint is to be raised to 175 percent in five steps. This constraint says ~o jurisdiction can receive a payment on a per capita basis khich is greater than the 145 percent of the average per capita payments going to other jurisdictions within its State. 

By relaxing this restraint, some jurisdictions with a very low income, high tax effort, or both, will receive a higher level of funding. 

The President has decided that the 20 percent minimum per capita restraint should be retained in its present form. The amount of money that would be freed by lowering or eliminating this constraint, as some have suggested, would be about $47 million a year. This is a relatively small amount. 

Eliminating the constraint would remove almost 1,400 local governments f~om the program and we think this would be undesirable. 

The strong anti-discrimination requirements and the existing compliance powers of the Secretary of the Treasury are to be retained. In addition, the Secretary will be expressly authorized in the statute, i~self, to withhold all funds or that part of the funding used in a discriminatory program or activity. 

He will be authorized to require repayment of funds that are used in a discriminatory manner, and he will be authorized to terminate eligibility for further payments. 

The President has decided that the priority expenditure requirements and the prohibition against the use of general revenue sharing funds to obtain Federal matching grants should be continued in their present form. These restrictions were added by the Congress to the current law and have not proved to be unduly burdensome to local governments. 

MORE 
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With respect to the plarn;.eJ and actual use 
reports -- these are short-form reports on one page of 
paper that governments have to file with the Office of 
Revenue Sharing -- the Secretary of the Treasury is to 
be granted full discretion to determine the form, content 
and the manner of publication of these reports so that 
he will be able to tailor the reporting and publicity 
requirement to the type and size of jurisdiction. 

As a consequence, we feel these reports would 
be more useful to local citizens and the F2deral Government. 

Finally, in the area of public participation, the 
President is proposing that recipient governments be required 
to give assurance that the process by which expenditure 
of general revenue sharing funds is determined includes 
a public hearing or other means by which residents can 
participate in the decision. 

There are other improvements proposed, the 
details of which are noted in the materials which are being 
distributed today. 

Graham Watt and I will be happy to answer any 
questions you might have on· "tl1e program at this time. 

Q Mr. Schmults, on the new civil rights 
requirements, or authority, that you hope to write 
into this, does that mean that the office now will 
take a more aggressive stance on civil rights compliance 
and also, will you seek additional staff to help on this? 

MR. SCHMULTS: Well, as to the latter point, 
we have been seeking additional staff. In fiscal 1975, we 
asked Congress for 26 new positions and we got five. We 
are going back to them in fiscal 1976 and ask for 21 more 
positions, or those we didn't get in the compliance area, 
so we are asking for more staff. 

As to whether it is going to mean a more aggressive 
civil rights stance, I think the point of the President's 
proposal is that it does clarify the powers of the Secre
tary of the Treasury to administer the statutes so that 
no revenue sharing funds are used in a discriminatory 
manner. 

We feel that the present administration of that 
provision of the law by the Off ice of Revenue Sharing 
has been the right way to go and we certainly intend to 
strengthen that wherever we can to make it more effective. 
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Q Mr. Schmults, you have these powers in the 
present revenue sharing legislation, and a number of groups 
have made studies with which I am sure you are familiar, 
pointing out that you did not oversee the Federal 
revenue sharing dollar after it got into the hands of 
the city fathers. 

You have a good mechanism for accounting procedures. 
You make sure no money is stolen. But you don't follow the 
money after it gets into the city's jurisdiction. What 
assurance can these people, as well as the general public, 
have that you are going to be more aggressive with your 
26 more positions than you have been so far? 

MR. SCHMULTS: I don't think that is entirely 
correct that we already have these powers. I think it 
may be unclear as to whether we have these powers. I 
think the statute is being strengthened by clearly 
specifying in the statute in the law exactly what the 
powers of the Secretary are. Second, there are powers 
to withhold funds. That is not clear in the law. 

MORE 
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Q You have the same powers those people have, 
those private groups that brought court groups successfully, 
an example of which is in Chicago. They. used the law, the 
same law you would have had to use; they use the civil rights 
laws for that. That is just an example. I can't cite any 
other. 

MR. SCHMULTS: With pespect to the Chicago case, 
I think we need to amend our regulations to deal with what 
was a gap in the regulatory structure that we saw as a 
result of that case. We do follow funds; we do look 
at funds after they are in the hands of the jurisdictions. 

Revenue-sharing is entered into a cooperative 
State auditing program with about 38 or 40 States now, I 
believe, so that the use of these funds is audited both on 
an accounting basis and from a civil rights basis. We have 
entered into agreements with HEW, with EEOC and other 
agencies. We are working out one with HUD now so this is 
a cooperative effort where we plan to use other resources 
in the Federal Government to help us in our civil rights 
efforts. 

Q You missed the question. I hate to be 
argumentative about this. I was asking why you couldn't 
use the same resources, the same redress that private 
groups who brought successful revenue-sharing suits, why 
you couldn't use that law just as they did? 

MR. SCHMULTS: I think the procedures that we will 
have in the new program will be more expeditious, indeed, 
than court procedures because this will authorize, or the 
Secretary of the Tr~asury can have an administrative 
hearing now before an administrative judge and determine 
whether or not there has been a civil rights violation. If 
there has been then we think the statute has been strengthened 
by clearly specifying in the law itself the powers he 
has to remedy the situation. 

Obviously, our efforts here are not to penalize 
jurisdictions. We hope to achieve compliance so there is 
mediation and conciliation involved here and we hope to 
bring the jurisdictions into compliance so that we don't 
have to invoke these remedies. Where that can't be done we 
certainly will take appropriate steps. 

Q Mr. Schmults, did I understand the implication 
of your answer to be that you could rely increasingly on 
administrative remedies to cases of discrimination rather 
than to wait for court determination before shutting off 
money? 

MORE 
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MR. SCHMULTS: There are a variety of remedies. 
One would be going the administrative law route, or admin
istrative judge route. Another remedy would be to refer 
the matter as we can now to the Attorney General who 
presumably will bring a civil suit. Or two, we could 
respond or react to a ciyil suit brought by a private citizen 
similar to v1hat has happened in the Chicago case. So there 
are a variety of remedies here and we would choose, if 
we can't effect compliance by our own process, to use that 
which seems best to us at the time. 

MORE 
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Q Mr. Schmults, there have been two 
recent deveJ;o.p.'T!'a-rtts in the civil rights area relating 
to revenue sharing; one, ~hat the Comptroller General 
has said that he thought becaus~ o'f the fungibility 
of revenue sharing funds that all of the Government 
funds should be subject to the anti-discrimination 
provisions of the revenue sharing law as a contingency 
for receiving funds; secondly, the recent Humphrey
Muskie counterf iscal bill in saying the provisions 
allowing the citizens to sue, -tjpey have standing to 
sue in Federal court, if they l~ound that the local 
gov~rnment was discriminating wlth the use of Federal 
monies and that the Federal Govlrnment should pay the 
cost if the citizens are successful in a suit. 

How would the Treasury Department react 
to those kinds of provisions if Congress wanted to put 
those in the revenue sharing law? . 

MR. SCHMULTS: Our position now is that we 
do not favor the GAO position on that, that we don't 
think the Congresa intenJed that revenue sharing have 
the~e enforcemertt or compliance powers. It is rather 
clear in the law, we think that where revenue sharing 
funds go that we ought to be looking at those programs. 

Now, it is true fungibility does raise a 
problem. Dollars are freely interchanged, but through 
our auditing efforts, through the repor'ts that arie 
filed, we certainly intend to police the civil rights 
sections of the law. 

As to the latter point, it is our under
standing, and we wouldn't favor that proposal either, 
it is our understanding that citizens can sue under 
the Civil Rights Act of 1964, so it isn't necessary 
to put that in the revenue sharing law. 

Q Except in the case the Federal Government 
would pay the costs for those suits that are won by 
the citizens. It would give standing pertaining to 
public interest or law firms, I think, much greater 
incentive to sue. 

MR. SCHMULTS: We reviewed that proposal, 
and we think the stance the President has taken in the 
renewal program is the one to take. 
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Q I know you can't give a firm answer, but 
through the administrative route, or through reference 
to the Atto~ney General or civil suits brought by 
private citizens, how long would this process take, 
approximately,until it is resolved? 

MR. SCHMULTS: It is very difficult to predict 
that. I suppose it would be anywhere from six months 
to over a year. You know, you are predicting who else 
intervenes and what the appeal process is. It is 
difficult to predict. 

Q How is most of the $19 billion being 
spent so far? What are the priority projects for the 
State and local governments? A follow up. Are there 
any areas in which the money may not be used other 
than the matching fund provisions? 

MR. SCHMULTS: At the State level, it can 
be spent for any purpose, really. Local governments 
can spend it for any purpose for capital needs. 

There are so-called priority expenditures for 
the spending of revenue sharing funds for operating 
and maintenance expenses. These are very broad categories. 
They were put in the law by Congress and, as I indicated 
in my opening statement, they have not proved burdensome. 

I think it is interesting 
State level 52 percent of the funds 
education. This is a large amount. 
have been distributed to States. 

to note at the 
have been spent on 

Over $6.4 bi l lion 

Other important categories are public 
transportation, health, general Government social 
services. At the local level, public safety leads 
the list with 36 percent, and then you drop down 
through the other priority expense categories. 

Q A little slower please. Thirty-six 
percent for 

MR. SCHMULTS: -- at the local level was 
spent for public safety. 
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Q What does education get at the local level? 

MR. SCHMULTS: At the local level, for operating 
and maintenance expenses, that is not a priority expenditure 
cateegory. You will recall that many local governments 
in fact do not raise funds for school districts. They 
are supported at the State level by special purpose govern
ments. That is the reason why that category of expenditure 
is eliminated from the priority list at the local level. 
But there is a significant amount of funds, of revenue
sharing funds spent for education because of the large 
amounts spent at the State level. 

Q When they spend $1 of revenue-sharing funds 
for education, Mr. Schmults, are they relieved from the 
obligation of spending an equal dollar raised from their own 
taxes, local taxes? 

MR. SCHMULTS: There is no maintenance of effort 
requirement, that is right. 

Q Is that written into this new legislation? 

MR. SCHMULTS: No, it is not. But States can't 
reduce the aid that they have given to local communities in 
the law. That is in the present law. But if you spend $1 
in revenue-sharing funds for an expenditure category, it 
is true that at least a dollar in effect will be spent 
by local governments in some other category of use. 

Q With the cities' and States' problems, are 
you saying or now telling them they now can get out of their 
money problems with this bill? 

MR. SCHMULTS: First of all, I think it is important 
.to note the President has met many times with the Governors, 
with the mayors and other local officials and they have all 
said revenue-sharing is their number one priority. t1aybe 
Jim Falk can elaborate on that a minute. 

I don't think I am standing here today for the 
President and saying the proposal to Congress is saying 
that revenue-sharing is going to solve all the needs of the 
cities and local governments. And you shouldn't expect it 
to solve all the needs. You should recognize that revenue
sharing is part of a general pattern of Federal aid programs 
and the niche it fills is a very important niche, we think, 
in allowing local governments to receive some money and 
spend it as they see fit for locally perceived needs as 
they see fit. 
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It also reaches an awful lot of governments who receive no other Federal aid--they don't have the ability to file applications for grants and other aid programs. So we think it is a very important part of the overall 
scheme of Federal aid to State and local governments. 

Q You are saying cities and States are still 
going to be in money trouble? 

MR. SCHMULTS: I am saying whatever problems they have revenue-sharing will be helpful but I am not saying it will solve all their problems, no. I certainly couldn't say that. 

Jim, you might take a minute and talk about this. 

Q The ESEA funds, sir, States are not allowed to appropriate less when they do get ESEA funds. Am I mistaken on that? They still have to maintain their level? 

MR. SCHMULTS: Yes. They have to maintain their general aid level to the local communities. 

Q And ESEA is on top an additional supplemental to that? 

MR. SCHMULTS: In that sense, yes. 

Q That is not the case in revenue-sharing; is that correct? 

MR. SCHMULTS: They have to maintain the local level of aid they have given. 

MR. WATT: The gentleman is correct. ESEA funds are in addition to their basic on-going program. Revenuesharing, however, is better characterized as general support for State and local governments and is not targeted for specific purposes such as education or welfare. 

MORE 
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Q Mr. S~hmults, in ~romm~aing that the 
present formula be basically ~-@.ined, t'.OW do you answer 
the objections that it is di~iminating in favor of 
the rural poorGr st'-"~"§, w1-c.ich in some cages are 
getting twice as much ~ capita as some industrial 
States? 

MR. SCHMULTS: I think the criticism you 
are ref erring to is that the revenue sharing formula 
raay not adequately address the question of need. We 
think in many l"e3p~cts that is an unfair criticism, 
that the poorer States do receive more ~n the average 
than the richer States; that the highly urbanized areas 
of counties do receive more than the less urbanized 
counties. 

Revenue sharing, to a very great extent, does 
address the question of need. I think we are taking a 
good step in that direction, though, by raising the 
maximum constraint percentages. That percentage, .as I 
indicated, said some jurisdictions who would have 
normally received more under the basic formula cannot 
get it because under the present law they can't receive 
more than 145 percent on a per capita basis of the 
State avera-ge. 

Now, by going to 175 percent, that constraint 
is substantially eliminated for most jurisdictions. 
We are phasing in this over a period of time so that 
other Governments will not lose money in the proce~S· 
That happens not just as a result of phasing in the 
increase, but because of the $150 million annµpl stair-
step increases. - • 

Q Mr. Schmults, some Co~ressmen are. 
talking about a perman ent program of ~revenue shar::..ng. 
How does the Administration feel aboUt this? 

MR. SCHMULTS: We tonk a 'look ~t that. 
There are a good number of people whG wodld like to 
see the program made permanent. There are good reasons 
why it should be made permanent. The principal reason 
is it does provide some measure of certainti~ to 
State and local governments -- they will know how much 
money they are going tp get. 

Of course, in a real sense, no program is 
permanent since a law can always· be changed by Congress. 
In balancing the interest, we thougnt it would be 
desirable to go for 5-3/4 since it balances the needs 
of the State and local governments with some certainty 
with the need of Federal Government to take a look at 
the program every so often to see how well it is working 
and to make improvements. 

We think by having it end in 5-3/4 or having 
it come up for renewal is really -a better way of putting 
it, that it will be a discipline on the Executive and 
Cong-r·~ss to take a look at it and to make such improvements 
in the p-r·ogram as may be necessary. 

MORE 
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Q How do you answer the question of suburban 
government officials who say that the people in their township 
or whatever are paying the payroll tax in the city which 
entitles the central city to more revenue-sharing funds while 
the suburb doesn't get credit for what its citizens are 
paying in other jurisdictions and they claim that their 
needs are growing and crime, and all the rest, is spreading 
to the suburbs? How do you answer that? 

MR. SCHl1ULTS: Graham, you might answer that. 

MR. WATT: I think it is important to note in 
general revenue-sharing there is a strong element of fiscal 
equalization -- an· attempt to put more funds where the 
needs are greater. By and large the consensus would be 
in the central cities there are greater needs that have to 
be met, and in many cases there are fewer resources avail
able with which to meet them. The fact that in some 
locations suburban residents may be paying a city income 
tax or city payroll tax which reflects to the tax credit 
of the central city in the allocation formula I think is 
only a further reflection of that desirability on the part 
of the Congress and the Administration to have general 
revenue-sharing help to balance the fiscal system and to 
help balance needs and resources. 

MR. GREENER: Thank you, gentlemen. 

THE PRESS: Thank you. 

END (AT 10:56 A.M. EDT) 
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THJ!: WHITE HOUSE 

TEXT OF LETTERS FROM THE PRESIDEl:lT TO THE 
SPL!:AKER OF '.LI-IE ROUSE OF REPRESEtnATIVES 

AND THE PRESIDEi.'JT OF THE SEUATE 

Dear Hr. Speaker: (Dear Mr. President:) 
' Enclosed is a draft of a bill, 11To extend and revise the State and Local Fiscal Assistance Act of 1972. 11 

The State and Local Fiscal Assistance Act of 1972 has provided vitally needed funding to States an~ over 38,000 local governments. While there appears to be no need for substantial change;:s, some amendments to the Act are considered desirable bnsed upon our experience in adminintering the generc.1 revenue sharing program for the past two- and one-half years . 

The draft bill would make such anendments. In addition to extending the Act through the fiscal year beginning October 1, 1931, the amendr:1ents cla'.!'ify certain provisions of the Act, require that residents within the recipient government's jm:isdiction be provided an opportunj_ty to give their views on how revenue sharing funds should be spent, and facilitate the administration of t~e Act from a rr~nagement point of view. The inflationary impact of this draft bill has been carefully considered. 

There is also enclosed a section-by-section analysis of the draft bill and a comparetive typ e showing the changes that would be made in the existing Act. 

I urge you to brine this proposed legislation to the attention of the House of Representatives/Senate at your earliest convenience. An identical draft bill has been transmitted to the Speaker of the House of Representatives/President of the Senate. 

Sincerely, 

GERALD R. FORD 

4fa ifo ifo ifo ffo 
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THE WHITE HOUSE 

FACT SHEET 

THE STATE AND LOCAL FISCAL ASSISTANCE ACT AMENDMENTS OF 1975 

The President is transmitting to Congress today the State and Local Fiscal Assistance Act Amendments of 1975 which will extend and improve the General Revenue Sharing program to provide essential fiscal assistance to general purpose governments through September of 1982. 

BACKGROUND 

The General Revenue Sharing program was authorized by Title I of the State and Local Fiscal Assistance Act of 1972, which was signed into law on October 20, 1972. The Administration has conducted a careful study of the program, which expires at the end of 1976, considering issues raised by interested groups and the several independent studies addressing themselves to revenue sharing. This review has led the President to offer this leglslation, which seeks to continue the benefits of this program, in its existing broad outlines. It also would propose certain changes to strengthen the ability of General Revenue Sharing to contribute to a vital and balanced Federal syste~ . 

IMPORTANT REASONS TO EXTEND THE PROGRAM AS PROPOSED 
(1) It provides $39.85 billion yo State and local general pµrpose governments over 2 and 3/4 year~ to make it possible for th~~ to perform the essential tasks required by their residents. 

- Renews a program that has already distributed almost $19 billion to nearly 39,000 State and local governments ; 
- These funds are used to pay for vitally needed day-to-day services and capital expenditures of benefit to a wide spectrum of Americans; 

- States and communities~ especially__ our laro· e cities where it accounts for about i/3 of all -Federal a1d, depend on shared revenues to such a degree that termination of or a decrease in funding would lead to cuts in essential services and/or counterproductive increases in taxes; 
- It is vitally important that the program be renewed at the earliest possible time to assure governments planning their FY 1977 budgets in the Fall of 1975 that there will be a full year of GRS funding in FY 1977. 

more 
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It contributes to a revitalized, balanced Federal system in which ?tates-and localities can ~ their appropriate roles. 

- General Revenue Sharing has slowed the march of ever greater power and control over the lives of our citizens to Washington: 

- State and local governments can better perform those public tasks for which they are best suited as a result of sharing in the advantages of the Federal tax system; 
- GRS strengthens the ability of the Federal system to respond to the diversity of our large nation and to preserve our essential freedoms. 

(3) State and local budgets as a whole are currentl~ in ~ deficit situation. 

- State and local governments have had to face the impact of rising costs along with the effects of unemployment on both expenditures and tax receipts. For the first quarter of 1975, deficits on State and local general fund account stood at approximately $10 billion ; 

- There is little doubt that GRS is vitally needed to prevent cuts in essential services accompanied by increased un·employment, and tax increases -- all of which would contradict our efforts to further economic recovery; 

- State and local budgets are likely to remain under severe pressure in the foreseeable future. 

(4) The General Revenue Sharing program has given more balance to our system of Federal assistance to State and local governments. 

- The program has provided a badly needed source of assistance distributed by formulas responsive to need and tax effort which elected State and local officials can use to meet needs which they identify; 

- Funds can be spent freely without trying to meet burdensome and restrictive Federal requirements; 

- Shared revenues reach many smaller governments which are either ineligible for or not knowledgeable about most of the other forms of assistance or are unable to deal with the often complex procedures associated with these grants. 

(5) Allocation of shared revenues in the States and communities has focused{?ublic attention on-the governmental process at these levels of government. ~ ~- --

- The program has for many citizens served as a lesson in how to influence public ·decisions in the States and localities; 

- Elected officials familiar with a wide scope of State and local issues and responsive to voters, as opposed to program-oriented bureaucrats in Washington, make most decisions about the use of shared revenues. 

more 
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(6) Th~ rresident f ~ ~ropes_§]._ would ~trengthe~ ~he cur~~pt 
2£..()~am. ~n ~-ev~_F-~).- important ~!...~~-. 

··· 'I1he ceiling on local entitlements would be r aised to 
allow the formula to work in a less constrained fashion : 

... An assurance that means for citizen participation are 
available would be required ; 

The Secretary of the Treasury would be given greater 
flexibility in requiring the reporting and publicity of 
uses of shared funds so as to improve the effectiveness 
of these requirements and make them less burdensome · 

• e The remedies available to the Secretary of the Treasury 
in preventing the discriminatory use of GRS funds would 
be clarified. 

# # # # # 
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4/26/75 - copies of exchange of 
correspondence with Cong. Esch 
and backup material re 
revenue sharing given to 
Dudley Chapman (at Mr. Buchen's 
request). 
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THE WHlTE HOUSE 

WASHINGTON 

March 25, 1975 

Dear Congressman Esch: 

Your letter of March 8 to the President concerning the Ferndale 
Michigan School District case was forwarded to my office for 
further response. 

If the Secretary of the Treasury determines that a person in the 
United States has been denied the benefits of any program or 
activity funded by revenue sharing funds, then the Secretary may 

(a) refer the matter to the Attorney General who may bring 
a civil action; 

(b) terminate revenue sharing funds to the activity or program; 
or 

(c) take other appropriate action as provided by law. 

It is my understanding that the Secretary has only determined to 
refer this matter to the Attorney General. No decision has been made 

. to seek a termination of any revenue sharing funds at this time. If 
the Secretary decides to seek a termination at a later date of some 
or all of these revenue · sharing funds to ~ffect compliance then a 
very definite procedure must be followed. That procedure is set 
forth in 31CFR ~51. 32(f). 

When a case of this kind is referred to the Department of Justice, 
the Attorney General may decide to file suit to seek compliance. 
At. any stage during litigation the Department will consider any 
new school desegregation plan proposed by the Ferndale School 
District. Furthermore, such consideration vvill be in accordance 
with the congressional mandate which is found in the Esch Amend
ment in the Equal Education Opportunities Act of 1974. 

At this time it would be premature for a Federal court to become 
involved in determining whether a particular plan is proper under 
the l aw because no final judicial decision has been rendered. How
ever , if the Department obtains a court order as the result of such 

) 
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litigation, then the Federal courts will become involved in finding 
the appropriate remedy. 

I do hope that this discussion answers the questions which you raised 

in your letter. The persons at the Department of Justice who are 
responsible for this case are most willing to meet with you to 
discuss their actions. 

Most Sincerely, 

11&.~ 
The Honorable Marvin L. Esch 
House of Representatives 
Washington, D. C . 20515 

Couns&l. to the President 
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-¥-lax-ch 11, 1975 

1il...~ you fo.z your M.al'eh S i~U.e:r to tlw 
Pr;:!sid.ent -ouilmiag the ci:re'U.."'Il:S.tanc.;s 
COhe<!:~ the F~l'ndale Sehooi Dbmc;, 
and the eont~m'9la.ted legal ~c.tlon ~gairuit 
it by the I:eparlmem -of Juatic.a .. 

Y o-u may· be a$l>UZ~d ~ L~·tte!." will b~ 
pr~~umt~d r~ p:t''OtnpC r~vi-ew. 

V '.!J: no.n. C ,. L.r:l:Cn 
De?Uty .As . .al~t."lnt 
to t~ ~e-sid.eni 

The Bono:rabl~ ~1:U"1iA L,. E.sc:i. 
Hou.s · oI P.. ep:r~ ~~a 

Wa£hingro14 D . C . 2J)5-l5 

~orning to Phllip Buchen fo r further handling. N ote-

IYfarch 10 referral of letter from Cong. James Blanchard on 

same case. 
bee: w/incoming to Ja.mes Cavanaugh - FYI 

VCL:EF: VO:vo 



MA.<V•IN L. ESCH 
HEPn ES ENTATIVE JN CONGRESS 

2.o DISTRICT, MICHIGAN 

COMMl-n'EES: 

EDUCATION AND LABOR 

SCIENCE AND TECHNOLOGY 

WASHINGTON OFFICC::: 

2353 RAYBURN HOUSE OFFICE BUILDJNG 

WAS HINGTON, 0 .C. 20515 

PHONE' (2.02) 225-4401 

• 

Qtongress of tbe Wnittb ~tatcs 
~oust of !\eprc~entatibe~ 

masbington, ~.QC. 20515 

March 8, 1975 

The Honorable Gerald R. Ford 
The ?res ident 
The White House 
Washington, D. C. 20500 

Dear Mr. President: 

:J_: I 
DISTRICT OFFiCES: 

200 EAST HURON 
ANN ARBOR, MICHIG.V< 48108 

PHONE' (313) 665-0618 

9 EAST FRONT STR.EET 

MONROE, MICHIGAN 48161 

PHONE' (313) 242.-7~80 

1!5273 FARMINGTON ROAD 

LIVONIA, MICHIGAN 48154 

PHO•m (313) 2.61-0080 

The purpose of this letter is to reques~ that y9~ __ innnediately 
\

1 

review the potential cutoff to Michigan of over $90 million in Revenue 
j Sharing funds as a result of the Ferndale School case. 

The contemplated action by the Justice Department and the 
Office of Revenue Sharing raises several significant questions: 

(1) Should all of the citizens of Michigan be penalized 
,· 

\- for a situation over which they have absolutely no control? It appears 
) ' to me that such a proposal is a prime example of the unwarranted 

....... ,}\.;1/ 

t - ~ ,,_,, ·' intervention of the Federal bureaucracy. Certainly, this is a 
~ far-fetched idea developed by unresponsive bureaucracy and clearly 

not intended by the Congress. 

(2) Should the Justice Department attempt to impose their 
direct interpretation of remedies upon the Ferndale School system 
without allowing the remedies proposed by the local school officials 
to be tried? Under the so-called Esch Amendment (Section 214 of the 
Education Amendments of 1974), certain remedies for school desegregation, 
which would prohibit cross district busing and would encourage 
ne i ghborhood schools, were provided. Among these was permitting 
students to transfer from one school to another. Should not a school 
system be allowed to try this r emedy first or should a parent, black 
or white, be forced to send his child away from his neighborhood 
school against their will in order to achieve an arbitrarily determined 
balance? Simply stated, should there be any freedom of choice left 
for the parent, black or white? 

(3) Should the policy of the Justice Department be to require 
specific policies and procedures for desegregation independent of 
guidance of the Court? In Ferndale, while the Court clearly indicated 
that the Grant School was segregated, there was never a specific remedy 
mandated by the Court. 
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The Honorable Gerald R. Ford March 8, 1975 

As the author of the major amendment dealing with the protection 
of neighborhood schools, I know of your past efforts in support of our 
proposals and in your agreement with the philosophy that while we must 
asacL"e ~hat every citizen nust have equal educational opportunities 
unde r our Constitution, we must also provide leadership to encourage 
the continuation of our neighborhood schools. 

I believe that the proposed cutoff of Revenue Sharing funds 
to Michigan , as well as current suggestions of the Justice Department, 
is totally unwarranted and unbecoming the Ford Administration . I know 
tha t you will want to innnediately ask the new Attorney General f or a 
r eview of the situation outlined here in order that the basic thrust 
of your Administration , i . e., continuing emphasis on local decision- making, 
can be continued. 

With best wishes, 

Sincerely , 

4ff!: 
HLE :rg 
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THE WHITE HOUSE 

WASHINGTON 

May 13, 1975 

MEMORANDUM FOR: 

The Honorable Willia.rn E. Simon 
Secretary of the Treasury 
Department o f the Treasury 

Enclosed for your furthe r appropriate handling is a l etter from 

the Executive Director of the Illinois Municipal L eague forwarding 
a Resolution of the League 1 s Board of Directors concerning 

General Revenue Sharing. Receipt of the Resolution has been 
acknowledged. 

Enclosures 

~tu.~. 
Philip W. Buchen 
Counsel to the President 

0 
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THE WHITE HOUSE 

WASHINGTON 

May 13, 1975 

D ear Mr. Sargent; 

On behalf of the President, I would like to acknowledge 
receipt of your letter dated May 7 enclosing the resolution 
on General Revenue Sharing which was recently passed 
by the Board of Directors of the Illinois Municipal League. 

You may be as sured of our interest in knowing of the Board1 s 
opinion. Also, I am taking the liberty of forwarding this 
Resolution to the Department of the Treasury in which the 
Office of Revenue Sharing is located. 

With appreciation. 

Mr . Steven Sargent 
Executive Director 
Illinois Municipal L eague 
1220 South Seventh Street 
Springfield, Illinois 62 703 

Sincerely, 

Couns el to the President 
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Monday 5/19/75 

Jay said a letter which i or about to 
go out from Pottinger - • under the Attorney 
Gener l's signature??? 
pertain to the Ferndale Segreg tion · ssue. 

Tom Keeling · suppo ed to get copy 
for Jay s soo s he gets a copy that 
is signed and re dy to go •• 

He will either call Jay or me and we are 
to rrange to get it to Mr. B chen. 

(May call tomorro while Jay i out of town) 
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Honorablo Marvin L. Esch 
House of nepresentatives 

.Washington, D. c. 20515 

Dear Congressman Esch: 

May 19, 1975 

I am writing in response to your expression of 

views relating to possible court action by the Depart

ment of Justice with respect to the public schools of 

the School District of the City of Ferndale, Hichigan . 

My office and the Civil Rights Division have given care

ful consideration to the.matters you have raised. 

First, I understand that you have asked about this 

Department's position on the applicability to the Ferndale 

matter of § 215(a) of the 1974 Education Amendments (the 

Esch Amendment), 20 u.s.c. § 1714. It is our view that 

Congress, although limiting court-ordered transportation 

of students to the school closest or next closest to their 

place of residence, made clear in § 203, 20 u.s.c. § 1702, 

that it did not intend to limit relief found necessary by 

courts to achieve full enforcement of the Fourteenth Amend

ment. We \·lill therefore be guided by § 1714 to the ex

tent that it is consistent with the Fourteenth Amendment. 

Fortunately, we believe that in this case appropriate re

lief can be fashioned which can meet the requirements of 

both the Fourteenth Amendment and the Esch Amendment. 

Second, we are aware of the pending motions in the 

Detroit school case and have considered their relationship 

to our proposed suit. Our opinion is that further delay 

in filing would neither be warranted nor in the interest 

of tho Ferndale school district. Should the question of 

inter-district relief arise sometime in the future in the 

Detroit case, we will take appropriate steps to ensure 

that the Ferndale school officials arc not subjected to 

conflicting court orders. 

r 
., 
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Page 2 
Hon. Ma~v~ L. Esch 

., . ~ 

I appreciate your concern and wish to assure 

you that this Department will, as in the past, work 

closely with the responsible school officials to re-

solve any problems thnt might arise from the implementa

tion of a desegregation plan. The desegregation plans 

previously proposed by the Ferndale school board, however, 

do not satisfy the requirements of federal law and the 

Fourteenth P...rnendment , and I have therefore determined 

that this Department must file suit in order to obtain 

the necessary compliance. We will, of cour.ne, continue 

to negotiate with the Board in an effort to resolve this 

matter by the entry of a ·consent decree if agreement can 

be reached. , 
. 

Thank you for providing me with your views on the 

F~rndale school system. Please do not hesitate to contact 

us if you have any fur ther questions on thia matter. 

Sincerely, 

Edward H. Levi 
Attorney General 

{' 
• i 
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Honorable Jn:m~s nlanc!J.;!l.rd 
He!'lber o!: Congress 
House Uf f ice Duilding 
Washingtoar D.C. 20515 

• 

.I 

May 19., 1 975 

We ·were ?leased to Meet yon on April 10, 1 975 to obtain 

Yo•1r ,,..; "'"'" Ol'l "'osc·:i..·1 ·1"~ ""Oi'"'",_ . ""Ct~or• o"•r t"•~ 0 D.,. ).,. .. -.i-..--'""n+-
l · \! ..i..• .... f ~ ... ~,, ._. L~·'- · ,:W-, "',.1.. ._. ... ,: ..._.-,.. ~ .iO,;{. ,...J.. r ~ .1 lJ, .. ~(..J , '"-•!: ~"""'\~. -· - ~l" ..... """ 

with r.('.:Spcct. to thG public achools of the School District 

of the Ci tv of: l:'crnr1ale , Michiqo.~1 . Th~ :natt~rs which vou 

raised c.t that. r:1e~ting hr:lve been given careful considera

tion b;i: ny office and by · the Civil Ri<Jhtg Division . 

He appreciat~i th~ concerns which you expre~ged and wish 

to assure you that thG: attorneys of this Depaxt.~!E~nt will, 

as in th·~=:: past, ·work closely with t!1<~ r0sponnib.lt: school 

official~ to rezoh~o ~ny problcr;~rs that nigM~ ~'"lrL~e f ro:u 

the i ;s1Jlef'.l.entatior1 of a d0:s~~gr$gation pl.,n th,:-;;.t fully cor1·

plies \·:i t!1 federal li.1w and the Fourteent~1 ,\ .. ·rH~?~'.'.imcnt . As 

~-:c cis<:;urmud at cur r:1eetin.g with youf if there had :xw:-i an 

accept~ole pla::. d.t.Yi!ir.H'ld , this would 1.1ayo bc0:;-i i'1cluucd ia 

€1 cons0;1t de:crGe which could have be·an filed at th~ · saY:-:.e 

tiEic a~ the suit • .. ;as filc:d.. rio suc h acceotsbl~ p l a n, hovr·· 

e v ic:r , 21as be~n proposed . 'I'he pl.:.ms propo;ed by the F'-?1·ndalc 

Board to dat0 -clo not rnect the requireoents of fr;~deral lnw, 

and \-Je hav0, tht.~:i:·efore, c:.~teL"111incd that this Dcpartr10nt _ 

raust file £Uit in order to obtain the nccess~ry co~pliance. 

We are C"n-1are of tha p(':ndinq I'1otions in the Detroit scho9l 

case and have considered th~'!ir r elationshi ·) to our ?rO;?)osed 

suit . Our honest opinion i:J that. furtl1~r del ~w in fill:n.tr 

would n~i tiler bo warranted :1.0r in the inter0~t· of thG F<:;rn

dale c:chool dir>trict. Shoul:i the c;:uesti on of i~1tenlistrict 

relief ariso in the future in the U0troit cane we will, of 

course, t'1.ka anpropriate st1.-=!i)S to insure that the Fcrnd;ile 

school of !:icials are not S\ili:)ected to confli·;:!ting court 

orders . Ho will , of course , continua to neqotiate wit;i t"'. ,,_,,_,.._ 

l3oard in an Hf fort to re~mlvo tho ~uit !Jy t ho entry of ~ ~ 

con.sent d.ocrce .i..f ~-e can reach <ig;:e1.~m0nt. -r 
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'!'hank yott for proviJing me with your views on the Ferndale 
school s:rntom. rlease do not b.c3itate to contact us if 
you have any further questions on this matter. 

Sincerely, 

Ed• • .;ard n:. Levi 
Attorney General 

i J 
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y 22, 1975 

Mr. Jamaa M. Cannon 
Asaiatant tD th• Pruident 

for Douaatic Affairs 
The White Bouse 

Subjeet: Ferndale. Michigan 

I undcstand that Congressman Blanchard, and 
perbapa Conp-uaman Esch. have requested the J'uatice 
Department ta delay filing suit against :Jerndale 
until after a school board election and millage 
vots are held on .June 9, 1975. In anticipation 
of t he poaaibility that the ?resident or White House 
staff may receive further prot:eats or expressions 
o;;;: outT.aga about our f iling suit, let me provide 
the following inicmnation: 

1) millage pro!90aal. i dentical t o t he one proposed 
for .June 9 was defeated l eaa t han 30 days ago (April 28., 
1975). The efeat occurred without regard to a 
Justice apartment l aw suit since, of course., ona was 
r...ot on f ile. 

2) 'The millage pro,oaal, if passed woul d yield 
a?proxi:mately $461,000 f oT t he 1975-76 f iscal year, 
of which $1141 000 would be used for the "open cl.aas
r oom p:rngram" proposed as a de8egregation plan. The 
- gument runs that i f the l aw suit provokes defeat of 

tl"le millage., i t "NOUld p:owke def:eat of :f'..mding a t 
least rt of an acce'Otable desegregation plan. 
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. Bowever, by raiusing to desegregate the Grant school, the sehool board baa voluntarily given 
up at l wt $250,000 in federal education funds 
~ year since 1972-73. :Sy complying with tha 
law, :regardless of th• passage OX' deieat oi the 
millage ~posal. Fm:ndal.e would receive more 
:federal. financial aaaistance than preaent1y 
budgtatad for the open cl.a.saroem progrma. 

3) Aa ftw the school boad el8Ct1on,. it ta 
diffi.euli: to ap.acul.ate about what affect,. if any. 
filing suit is likaly bl hav9. Mr. Blancha:r-d 
c::mtand• tha~ tha pHMnt school boarci is more 
u1'l."08%•••iven than their oppotlfint:• and should be 
re-elected. Four o:f aeven seatJI ar• to be filled June 9; eigh~ candidataa are running for the four 
seat•. At l••~ three of th• ught candidatu 
suppart the tas iner.- and the Op9D claaeooa 
program aaui thuefo%•s at lea#t :!n Fe:mdala tams, 
a.~ the prugruabea whom Mr. Blanchdd bop•a 1:o 
s ee alee.tee!. It would therefon appear that only 
one progread.ve need be elected in order- to maintain 
a majority of prog%9S•ivea on the seven P4U'90n 
board. I f ind it di:ffieult to imagine ~ filing 
suit or not filing suit would control the election 
to -this exe.nt. In any event, our e~ience with similar ar~ta iu 'o"thu ~ties bu revealed 
no ·pattern of control of t.*lia kind. 

cc: Mr. :Suchen ~ 
.. ~. 7rledersdori 

J. Stanley Pottinger 
Asaiatm.1: Attt.>rney General 

Civil Righta Division 

The Ai:tm:ney General 
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y 22, 1975 

for uox11ea 
Th White us 

ubje~t: erndale, Michigan 

t 

I und ratand that Con res lanchard, and 
p rhap Congrea sch, hav r qu t d th J tic 

p rtm t to delay f ilin suit against r rndal 
until ter a cho l board el tion and mill 
vot r h ld on Jun 9, 1975. In anticip tion 
of th o•eibiltty that the Pr si t r Whit Hou 
taff y r · t th•r prot ats or xpre ions 

of outra e about our fil autt. let me provid 
th foll in infi tion: 

propos d 
o (A ril 28, 
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cc: Mr. -~ 
• l'rf.eder dorf 

The Att mey al 
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THE WHITE HOUSE 

WASHINGTON 

May 21, 1975 

MEMORANDUM FOR: 

::~ FROM: 

SUBJECT: FER~~.JA~E, MICHIGAN 
SCHOOL DISTRICT CASE 

Attached is a memorandum to Jim Cannon 
from Stan Pottinger which has attached the letter 
to Congressman Esch from the Attorney General 
of which we spoke. 



uhj ct: 

1 dera 
eaf. t a 

of the Just! 
.at:r1rea:ation 

• 

y 21, 1 75 

11'1 this as r s oll s: 
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a. -6 - open olaa•rooa 
• K-6 - tr ltional 

27 
2 

White 

170 
0 

Joql 

197 
2 
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We inlen..,. ) 
that tbe 

fa 
..,., .... t ....... l&l 

Our 

8Claool at~'• requeat, we ext:esMa.11 
...,_. 10, 1974, ha 1nfonecl ua 

... ara wu •tclerlns a f alternative 
• arantecl further at-.a ! r • th 
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i• extraor !nary «M>Ul!:ll t wan: t j at 
diti 1 ts. 
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Att t 

c: 

_ al 

bee: Mr. French ~ 
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May 19, 1975 

I h 

Honorable Marvin L. Esch 
House of Representatives 

. Washington, D. c. 20515 

Dear ~ongressman Esch: 

I am writing in response to your expression of 

views relating to possible court action by the Depart

ment of Justice with respect to the public schools of 

the School District of the City of Ferndale, Michigan . 

My office and the Civil Rights Division have given care

ful consideration to the .matters you have raised. 

First, I understand that you have asked about this 

Department's position on the applicability to the Ferndale 

matter of § 215(a) of the 1974 Education Amendments (the 

Esch Amendment), 20 u.s.c. § 1714. It is our view that 

Congress, although limiting court-ordered transportation 

of students to the school closest or next closest to their 

place of residence, made clear in § 203, 20 u.s.c. § 1702, 

that it did not intend to limit relief found necessary by 

courts to achieve full enforcement of the Fourteenth Amend

ment. We will therefore be guided by § 1714 to the ex

tent that it is consistent with the Fourteenth Amendment. 

Fortunately, we believe that in this case appropriate re

lief can be fashioned which can meet the requirements of 

both the Fourteenth Amendment and the Esch Amendment. 

Second, we are aware of the pending motions in the 

Detroit school case and have considered their relationship 

to our proposed suit. Our opinion is that further delay 

in filing would neither be warranted nor in the interest 

of tho Ferndale school district. Should the question of 

inter-district r elief arise sometime in the future in the 

Detroit case, we will take appropriate steps to ensure 

that the Ferndale school officials are not subjected to 

conflicting court orders. 
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Page 2 
Hon. Marv4'l L. Esch 

~ . ~ 

! appreciate your concern and wish to assure 

you that. this Department will, as in the past, work 

closely with the responsible school officials to re-

solve any problems that might arise from the irnple.menta

tion of a desegregation plan . The desegregation plans 

previously proposed by the Ferndale school board , however, 

do not satisfy the requirements of federal law and the 

Fourteenth P.mendment , and I have therefore detennincd 

that this Departnent must file suit in order to obtain 

the necessary compliance. We will, of cour.ne, continue 

to negotiate with the Board in an effort to resolve this 

matter by the entry of a ·consent decree if agreement can 

be reached. , 
. 

. Thank you for providing me with your views on the 

Ferndale school system. Please do not hesitate to contact 

us if you have any further questions on this matter. 

Sincerely, 

Edward H. Levi 
Attorney General 

: ' '. 
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Honorable Jara~s nlanc!1ard 
Newer of Congr~BB 
House Off ice fJui.lding 

·Washington, D.c. 20515 

·Dear Congressman Blanchard~ 

/ 

May 19., 1 9 7 5 

Pe w0re pleased to rr1eet you on April 10, 1975 to obtain 

your vicn!G on possible court sction by thia uepart."1ent 

with r.·:::Bpcct to thG public schools of the f>chool District 

of tho City of f'crndala, nichigu.n. Th<. mal:t~rs which you 

raised at t!1a.l:. :-.·,e~ting 14.ave been given care:ful coasidera

tion by ny office and by ·the Civil ?.iqi:lts Divinion. 

He appreciati:1 th~ concerns which you exr)re3sed and wish 

to assure you that t1·1e attornc:rs of this iJcp.:i.rt~·2nt will, 

as in th.,~ ?ast, work closely with t!1a responni!..1.ltt school 

offici3.ls to rc~olvo any lJroblcr.:s tL<lt nig~Tt: arL~e fro::1 

th~ i:':µh.:;;iontn.tion of o. c10!.wgrC!gaticn plan thc...t fully con~· 

plies \d tn federal lnw an:! th.Cl Fourtcent~1 A'Tlf!?~r.J.ncnt. As 

,.10 {~iscmme:J at cur r1ecti!'"~g "lith you, if t!.10rc had he~~:! a~ 

acceptable i:Jl.::m. devi:Jed , this would :.1avu bce;1 included in 

a consont dccrGe whi0h could have be.an f ilccl at thi.! sa:::.o 

tir-:ic a!'.: tJ.1e suit ¥;as filed. !;o such acccpt~ble pl.1n, how

'~vcr , l1.:ia b~isn proposed. 'l.'he phms ;;ropo::icd b] the P~rrKlalc 

Board to date do not reeet the r.~Juirccents of feccr~l law, 

zmd we have, t:ht.~refore, det e rmined that t~iis Do;?art:-'10nt, 

Ilust file ~uit in order to obtain the nccass~ry compliance . 

We are c.·n;are of tho pcntlin~; :i'1otions in t·"e Detroit school 

ca.Jo and h.1v~ ccnsiclered their relationshi ·1 to our ??.'Or:'osed 

auit. Our honest opinion is th:it further dolay in f :Lllnc.; 

woulJ n.;::d tiler be warranted :lor in tho intcr0!~t of tho Fe:rn

dal<! school (1ist.rict. Sl.ouLl the c:;u0stion of interdiQtrict 

relief arise in the fut~rc in the u~troic ~ane we will, of 

cou1:se, tal.:(;i at)propriate s~0ps to insure t}:at the Fc::,rnd:ile 

sc!1ool officials are not su.bjt;;,\CtAc:i. to conflicting cc.urt 

orders. ~:a will, of courze, contin~e to n(iqotiate wit;1 the 

llourd. in an effort to re~olvc t~w suit by tho entry of u 

con.sent <~ccrce if we can .reach ~grBem·:~mt . 
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\ ~ . i . Thank you for provid ng me w1tl1· your views on the Ferndale 
school syt:it0."11. Please do not ho~itate to contact us if 
you have any further questions on this matter. 

Sincerely, 

Eduard n. Levi 
Attorney General 

' ·l ., 




