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USE .Al'I:JD UfPACT OF GENERAL REVEWE SHA...~ING IN THE STATES 

Introduction 

The National Governors' Conference~ in an effort to 

ascertain the perspective of the governors' offices on . 
-

general revenue sharing, asked for letters describing the 

use and impact of these funds. This report s~arizes in 

four tables the responses received fraa thirty-one states. 

Thesa responses provide a view which is generally applicable 

to all states. 

·, 

Digitized from Box 31 of the James M. Cannon Files at the Gerald R. Ford Presidential Library
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1. Importance of General Revenue Sharing Funds in the State Budget (Table 1) 

General revenue sharing funds amount to a small portion of the state's 

genaral fund budget, ranging (in the 19 states providing information on this 

aspect) from 2 percent to 6.5 percent. The median is 3 percent; in nine states 

GRS is between 2.0 and 2.8 percent of the budget; in seven states b~~~een 3.0 ...... .;._ ...... _ 

and 3.9 percent; and in three states the proportion is higher. 

·A greater importance is attached to GRS when viel.;ed as additional funds. 

All states normally anticipate an annual revenue increase because tax collections 

rise with· economic and inflationary growth with accompanying increased personal 

income and sales. The five states sending data on this aspect of GRS show that 

it provided from 18 to 36 percent of new money. If GRS becomes considered as 

part of normal income, it can be considered as new money only once, but those 

states which viewed GRS as an annual windfall not to be used for normal operating 

expenses can consider it as net.t money each year. ~ 

All states invest funds beyond those needed for cash flow, and investment 

of GRS provided considerable additional revenue. 

The states were not questioned on invesecrent income, but five states repo~ted 

interest earnings ranging from 7.6 to 9 percent of total GRS monies received. 



TABLE 1 

General Revenue Sharing Funds 

received estimates %of % of interest 
amount 1976 general new earnings 1972-75 

State years (millions $) (millions $} fund money (millions $) 

Arizona 72-75 $64.0 3.2% 
Arkansas $22.0 
Connecticut: 72-75 79.7 28.0 $6.1 
Florida 72-75 182.9 75.0 3.4 14.1 
Georgia annually 44.0 

Hawaii 72-75 27.7 2.0-
Idaho annually 8.5 3.9 
Illinois annually 100.0 2.0 25% 
Indiana 72-75 133.0 42.8 12.0 
Ior.o1a annually 28 

Kansas 72-75 60.5 5.7 
Kentucky 72-75 120.0 36.6 4.0 
Louisiana 72-75 146.0 
:Haine 72-75 41.0 
Michigan annually 90.0 3:o 18 

Missouri 72-75 168.3 5.0 
Navada 72-75 14.9 
Net.r MeY.i.co 72-75 41.0 2.8 18 
Naw York annually 235.0 2.25 
llorth Carolina 72-75 162.4 51.7 3.0 36 

l1orth Dakota 2.7 
Oregon 72-75 57.0 2.7 19 
Per..nsyl vania 72-75 330.0. 110.0 
Rhode Island 72-75 28.9 z.o 
South Carolina 72-75 95.4 28.0 

South Dakota annually 8.7 6.5 
Tennessee 72-75 118.5 40.0 2.7 
Veroont 72-75 17.7 5.8 3.8 
Virginia 1 75 41.0 
Washington 72-75 100.0 31.5 2.0 

West Virginia 72-75 87.6 . 7.5 
Wyoming 72-75 15.9 "3.5 3.8 



2. Use of General Revenue Sharing Funds (Table 2) 

States are required by law to provide annual reports to the Federal government 
I 

on the planned use and actual use o·f GRS funds. Hotvever » analysts of GRS funding 

have found that formally stated uses are misleading, because use of GRS for one 

purpose frees up money for the purposes which are not stated. 

The most prevalent stated use of GRS is for state aid to local schools; 10 of 

the 31 reporting states have specified this use for all or most of their GRS, and 
. 

4 others have specified related but more specific purposes such as school construe-

tion ~~d teaCher salaries . Another related purpose of assisting local governmant 

is use for property tax relief , reported by two states. Another popular use is for 

capital construction; six s tate_s report that all or a majority of GRS is used for 

this purpose. Use for construction programs has had the advantage of assuring 

that, if GRS proves to. be temporary, these funds are not built into the base for 
-. 

operating budgets. 

Two states report that all GRS is used for general budget purposes and that 

the programs for which these funds are used cannot be specified. This use desig-

nation - or non-designation - recognizes the fu~gibility of GRS, that these fends 

are essentially an additional revenue which is utilized to help carry out state 

priorities. 

•• 



TABLE 2 

Use of General Revenu: Sharing Funds 

Fu:lction or 
purpose 

Property tax 
relief 

Local aid -
general. 
water-sewer 
specific 

Education 
State aid
general 

Special. 
9paration & 

general 
Construction 
Teacher Sal. 
Teacher Ret. 

Ope-ration & 

State 

Arizona 
Connecticut '76 
Kansas 
Vermont 

Connecticut '76 
Missouri 
Pennsylvania '76 

Idaho 
Illinois 
Iowa 
Nontana '76 

'77 
Nevada '74 on 
New Mexico 
North Dakota 

·Oregon 
South Dakota 
Virginia 
Pennsylvania ~76 
Florida '76 
North Carolina 
Florida 72-75 
Arkansas '76 
Kansas 
Washington 75-77 

retirement 'Hichigan 
State & local 

prograres Tennessee 

Capital Gaorgia 72-75 
construction Kansas 

Kentucky 
Missouri 
Nontana '76 
Nevada 72-73 
North Carolina 
South Carolina 
Uest Virginia 
~~yooing 

(in 

% of GRS 
to this . 
activity 

100% 
4 

43 
100 

20% 
7 

part 

1007. 
100 

"100 
37 

100 
100 
most 
100 
100 
100 
100 
part 

83 
47 
83 
10 
15 

100 

100 

45 

100% 
39 

most 
93 

"37 
100 

53 
30 
55 
39 

'75) 

Function or 
Puroose 

Highways 
maintenance & 

repair 

state-loca~ 

roads 

State 

Arkansas '76 
Louisiana 

Tennessee 

Othe-r state operations: 
education, 
health, jus
tice, environ-
ment Pennsylvania 72-75 

salar;ies -. . 
health, edu-
cation, wel-
fare Connecticut '76 

retire~ent 

systen con-
tribution Georgia '76 • mental hosp. Hantana '76 

occupational 
disease pay-
ments Pennsy1va:tia '76 

environment Tennessee 
WICHE. Wyoming (in '75) 
Veteran's 

bonus l·Iest Virginia 
general & 
other Florida 

Indiana. 
Kentucky 
New York 
South Carolina 
Wyoming (in '75) 

Other 
Tax stabli-

zation Rhode Island 
Debt retire-
ment, reduc-
tion and 
deficit 
avoidance Ha~o1aii 

% of GRS 
to this 
activity 

90% 
90 

48 

100i. 

76 

100 
29 

part 
7 
8 

45 

17 
100 
part 
100 

70 
53" 

100% 

100 



3. Impact of GenaLal Revenue ShaLing Discontinuance (Table 3) 

Governors were asked to assess the impact of discontinuing GRS. The answers 

sometimes related to reported use; hence nine states reported that the impact 

would be to reduce state aid to schools. Reductions in other progra~s were 

reported by ten states, five reported that their cessation of state aid would 

have a direct effect on local government programs or taxes, and ten reported the 

likelihood of increased state taxes. In this latter category, five states reported 

that GRS has served to alleviate fiscal problems created by the current recession, 

and that discontinuance would exacerbate these problems. 

. . 



TABLE 3 

General Revenue Sharing -
Impact of Discontinuance 

IHPACT 

Education: 
reduce state aid to 
schools 

STATES 

Kansas 
North Dakota 
Oregon 
South Dakota 

reduce .school budgets 67. Florida 

reduce sChool aid or 
other programs 

reduce school aid and 

Illinois 

construction North Carolina 

curtail reform of school 
aid equalization New Mexico 

lower stat~ ranking in 
teacher salaries 

Tax burden: 
increase state ta~~s 

increase taxes, or 
reduce programs 

pr2vent alleviation of 
fiscal problem 

Arkansas 

Montana 

Arizona 
Maine 
Michigan 
Nevada 

Rhode Island 
·Tennessee 
Virginia 
Washington 
Wyoming 

HIP ACT 

Program reduction: 
reduce increases in 

programs 

reduce funds avail
able for programs 

reduce high">~ay 
maintenance, hurt 

STATES 

Indiana 
Kentucky 
Nissouri 

Connecticut 
HaT.Jaii 
Pennsylvania 
South Carolina 

economic development Arkansas 
Louisiana 

curtail capital con
struction or increase 
bonding. West Virgi~ia ,. 

Local fiscal effects: 
eliminate programs 
or increase property 
taxes C~nnecticut 

Ve~ont 

increase local· taxes Idaho 
Iowa 

increased rents for 
elderly 

•. 

Connecticut 

·• 



4. Alternatives to General Revenue Sharing (Table 4) 

Alternatives to GRS, assuming no substitute Federal grant programs, are either 

· to increase taxes or reduce programs. Most reporting states listed several alter

natives, and indicated the effect if the loss of GRS vere compensated for by actions 

affecting ~ne tax or program. 

An increase in overall state taxes of 3 to 3.8 percent was listed by three 

states. The effect on personal income t~tes, as reported by eleven states, would be 

an increase of 5 to 27 percent , with a median of 9 percent . If sales taxes were to 

piCk up the burden~ tha effect reported by nine states would be an increase of 4 to 

20 percent , also with a me~ian of 9 percent. Corporate ·incoce taxes would increase 

13 to 91 percent , with a median of 30 percent, according to five states. 

Program alternatives are nucerous. The one most mentioned· is a reduction in 

school aid of 4 to 12 percent, reported by eight states. Four states listed the 

increase of higher education tuition by 59 to 131 percent, and four mentioned a 

reduction in state support for higher education of 15 to 23:;percent. If th-a cuts 

were taken in aid to families with dependent children (AFDC), the effect would be 

a 30 to 88 percent reduction, according to five states. Two report that the 

effect would be a reduction in medicaid of 28 to 30 percent, and four mention a 

reduction in mental health programs of 33 to 82 percent. 

Other programs do not require the extent.of state resources as education and 

welfare~ and the effect of applying GRS loss would be to eliminate some of the~ 

entirely. For example, several reported that the loss l~uld be the equivalent of 

~iping out all natural resources and related other programs, the elimination of 

corrections prograi&!s, or the closing of institutions. 

These examples, it is emphasized, illustrate the effect of compensating for 

the loss of GRS in one program or tax. However, it is certain that in nost states 

the loss would be distributed ai:long various alternative3, so that either several 

ta?.es would be raised, nunerous progT~ms would b~ reduced, or both increased taxes 

a:td curtailed progra::!3 ~.-auld be decid·~d upon. 



Altern~tives if General Rev~nue Sharing is Di~conticuad 

(:lote: All 1teas ~efleet effect 11 loss or cgs ru~d9 Yere ap?lled to one altern•tive. Listed· ~re quan:ifled alterna~ives 
only• oth~r states ~~ntf.oned alteraaelvea without S?~clfytng de3ree) 

Tux alternatl~ 

Increase state taxes 
trortn Carolina - by 
Tennessee - by 
~yo~ng - by 

3% 
3,57. 
3.8% 

Inereas• p~rsocal incoca t~~ 
Ari~ona - by 14% 
&uaJ.t - by 9! 
Illinois - by 6-B% 
Iowa - by 6% 
Maine - by 27% 
M!cbf.gaA - by · 7% 
North Caro~ - by 8! 
Oregon - by 5% 
Pen~ylvaaia - by 10% 
South Caro~- by 13.5% 
Var=oat - by ll% 

Inc:raa.a c:orpo}'ata itlc:Ora tax 
Oonnaeticut - by 13% 
HawaU - by 30% 
'IO..a - by 50% 
Main• - by 91% 
M1c:h1.a- - by 25% 

Inc:l;'aaSa aalaa tax 
COCDec:ticut - by 4% 
HawaU - by 14% 
Illinois - by 6-8% 
!'.iclligaa - b7 9% 
Nevada - by 10% 
South Caro~a - by B.S% 
South Dakota - by 10% 
Tencus- - by 7% 
Ver=ont - by 20% 

Inc:re~ gas and user taxes 
Tenn••••• - by 24% 
~ashiuatoa - by 50% 

Inc:rease er~isa taxes 
Tennessee - by 30: 

Inc:reue prolJerty ta.-.ces 
lto.Yall - by 167. 
South D3lcot:a - by 7% 

'Increalla t:obac:co ta:.c 
Arizona - by 75% 

Pros~~ alternatives 
-- : 
Eduestion; 

Decrease school aid 
Arhonn - lC:t 
l1linotg 9! 
Maiaa - 12:t 
t;evada 6% 
No~th Ca=olina - 5.5% 
Ore;on - lO:t 
Ten~a~s•• 4% 
'1/ashir::lston 6% 

Redw:e teac:h•r salary aid 
South Ca:oliaa - by 14% 

Eliaiaate apec:ial educa~!on 
ra:1eburs..._c: - Illil:ois 

Eli~ate acc:illary educa:ioc 
services - adult education. sc:hool 
.lwch. etc. - Kectuck;y 

Aid to c:~unity colles~s 
lllL:oi.s - elil!1ir::lata 
Navada - c:lo3a 2 of 3 
-Rhod11 Island - :reduce 81% 

Inc:r~ue •>:d.varsiey eui::ioa 
Arizona 75% 
North Ca=olina - 131% in-state 
Oregon 
South Dakota 

. 59~ 
100: 

Reduce higher education SU??Ort 
~chig~ 15: 
North C~ol~ - l9:t 
South Ca::olica - 20% 
South Dakota 2J% 

Human ~ourc:ea: 

Reduce MDC 
Illir.oie 30% 
Maine S3~ 
Nevada 60% 
Oregon 37% 
South Carolina - 78% 

Reduce iaco28 maintena~cs 
'1/asbfngton 23% 

Reduc:a Mzc!tcaid 
Illiaoh 
~ashU.&tcm 

28: 
30: 

Eli::U.::.at:e child and fattily service:s 
Ill !nob 

keduce fo~~er ~ gro~? h~e, day ca:e 
Oregon 67% 

Re~uee cec!ieal azrvices 
Or.agon 60.~ 
South Dakota - eli~c:ata 

Ce~eral public as 3istance 
Rhode Ista3d red·;ce 3'1% 
South Dakota - eli~!~ate 

Reduca h'!alt.h snd s oc:1al eerv1.c:es 
Tennessee 10% 

l!e11lth pro:;r4:u 
R.'>oc!\!0 hla:td - r"d'J<:e 75:; 
F<!V3d~ - el1~!r.3Ce 
S;>c.th C:lrOl tna - el t.o!.:-~.1.:~ 

R~duc:'! ~~ntal health p~o~~~ 
JJ: 
421. 

ltichls:a:1 
!l:>r::!-1 CA::Ol b.a 
C" •• ., c . • 1! q 1 
WJILL~Ji.C .. &o..-. 

Huoan resources, contiaued 

Eliolnote loc:al r:~ntal hulch 
Ore&on - c:1oae 2 of 6 ho~?itaLs 

Eliminate ~ental health hos?l:&ls 
No~tb Carolina 

Clo3e psychiatric: & retarded 
facilities - Kentucky 

Prograca for retsr~'!d - elt=leate 
Arizona - South Carolina 

Reduce c:orrect:ion:a and mental healt~ 
South Da~::a 50% 

Correctio!UI 
North Carolina - reduc:a 76~ 
Ore3on eltcl:ate 
Rhod~ Isl~d - reduce 87% 
South Caro~ - elimiaate 

Close 4 oi~ security !3c:1lities, 
caacel n~ c.axia- eaeud.cy. plu:a -
Kentucky 

Elil:Uuate- health, c:o::Tec:tioas, 
labor, co~erce & natural resources -

M1c111gan 

Natural Resources: 

El~~e naturaL :resources. 
e:1viron~:~oL'\t - Oresou 

£1im!Qate ua:ural :resources 
Rhode Islar::d 

El~ca::e natural r~sources an~ 
recreation - Tecneaaas 

Eli:dna~e ea.viro::;:.~c:. co:tsel"!Tat:ton, 
and others - Ver=:t 

Eliainate natural resources. 
consarvat1on. a3ric:ult:ura - N~~da 

Cut stat~ salaries 7 Na~ Yo~k - 10: 

Bliainate ca~~~al eona~ructio~ -
Mis:Jourl 

El1clnate pt!blic: s&£-!!ty. eat•u·3!. 
regources. parks & fores:s. 
agric:ultcee and h~lth - So~t~ Da~oea 

Et:l::!iaate g~e.~"l'l\l :JU';Iport for l ocal 
gove~~nt · - Illiaoin, Wa~h13Jto~ 

Closa univ,.~s!ty hos;>i tal. & ,..,d!.c:al 
D~~Qol - Arl%0~ 

El~a~e D~?t. o! Revenue, Board o! 
Chaeitie~ & Reforo - ~70~1~3 

Eliclnate boustns devalo?~t 
-w .. sc \"ir<;inh 

Reduce D~p:. o! Co~~31t'l Af:atr:J -
Rh"~~ h!.a:t.:! -71>: 



~V'HAT HAPPENS IF REVENUE SHARING DOESN'T PASS 

Excerpts from a Report by the National Governors' Conference 

Arizona 

Connecticut 

Hawaii 

Illinois 

Kentucky 

Iowa 

Maine 

Michigan 

Missouri 

New York 

Nevada 

Would have to increase personal income 
tax by 14% or decrease school aid by 10%. 

Would have to increase corporate income 
tax by 13% or increase sales tax by 4%. 

Would have to increase personal income 
tax by 9% or increase sales tax by 14%. 

Would have to increase personal income 
tax by at least 6%, increase sales tax 
by at least 6%, or reduce Medicaid by 28%. 

Would have to eliminate auxiliary education 
services, adult education, and school lunches. 

Would have to increase personal income tax 
by 6% or increase corporate income tax by 
50%. 

Would have to increase personal income 
tax by 27%, increase corporate income 
tax by 91% or decrease school aid by 12%. 

Would have to increase personal income 
tax by 7%, increase sales tax by 9%, or 
reduce higher education support by 15%. 

Would have to eliminate capital construction. 

Would have to cut state salaries by 10%. 

Would have to increase sales tax by 10%, 
decrease school aid by 6%, or eliminate 
health programs. 



Oregon 

Pennsylvania 

Rhode Island 

South Carolina 

South Dakota 

Tennessee 

Vermont 

Washington 

West Virginia 

Wyoming 

2 

Would have to increase personal income 
tax by 5%, increase university tuition by 
59%, or reduce medical services by 60%. 

Would have to increase personal income 
tax by 10%. 

Would have to reduce aid to community 
colleges by 81% or reduce health programs 
by 50%. 

Would have to increase personal income 
tax by 13.5%, increase sales tax by 8.5%, 
or reduce teacher salary aid by 14%. 

Would have to increase sales tax by 10%, 
increase property tax by 7%, or increase 
university tuition by 100%. 

Would have to increase state tax by 3.5%, 
increase sales tax by 7-10%, or decrease 
school aid by 4%. 

Would have to increase personal income 
tax by 11% or increase sales tax by 20%. 

Would have to increase gas and user taxes 
by 50% or reduce Medicaid by 30%. 

Would have to eliminate housing development. 

Would have to increase state taxes by 3.8%. 
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MAILING ADDRESS: 1645 West Jefferson • Room 428 • Phoenix, Arizona 85007 

September 19, 1975 

Mr. Lee Galeotos 
1150 17th St. N.~v. 

Washington, D.C. 20036 

Dear Mr. Galeotos: 

As requested in Governor Ray's July 18, 1975 letter, I am 
enclosing a brief report which describes the State of 
Arizona's use of federal revenue sharing funds. The 
State uses its portion of funds for property tax relief; 
therefore, discontinuing the federal revenue sharing 
program would lower the disposable incomes of Arizona 
residents and cause a higher tax burden. 

Federal revenue sharing funds are also important to Arizona's 
other units of government. In general, twelve non-metropolitan 
counties and one urban county use most of their federal 
revenue sharing funds for capitol expenditures while only one 
county, an urban county, uses the funds for operational 
expenditures primaril~Arizona's cities and towns tend to 
use their federal revenue sharing funds for operational 
expenditures. 

It is important to continue the federal revenue sharing 
program. During the present economic situation, as costs 
increase at a greater rate than revenues, federal revenue sharing 
funds become more important to state and local levels of 
government. If the federal government discontinues the 
revenue sharing program, state and local levels of government 
must compensate for this revenue loss by reducing services, 
eliminating programs, or increasing taxes. 

Please inform me if you need additional information or assistance. 

Brent W. Brown 
Executive Director 

BWB/ald 

45 W{)st Jefierson, Room 428: Administration (602) 271-5371 • Development (602) 271.-5374 • Mot10n Ptcture (602) 271-5011 • Tourism (602) 271-5633 
~ W~st Adams, 3rd Floor: Pi3nning & Clearinghous~ (602} 271-5005 • lntergavernnental (602) 271-5939 • Research (602) 27l-500i • Wmd Center (602} 271-3378 
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THE IMPACT OF FEDERAL REVENUE SHARING 
ON ARIZONA 

The State of Arizona has received a total of $63,982,000 in federal 
revenue sharing funds during the past three years; this is 
approximately $20 million annually. Arizona has used this money for 
property tax relief. During the 1974-75 Fiscal Year, the State of 
Arizona spent $22,352,000 in federal revenue sharing funds; this 
represents 3.2 percent of the total 1974-75 budget of $696,504,600. 

If federal revenue sharing to states is not continued and the property 
tax relief program is ended Arizona's citizens will feel the impact 
through lower disposable incomes and a higher tax burden. If the 
property tax relief program is continued without federal revenue 
sharing funds, other tax revenues must be increased, or various 
state programs must be curtailed or reduced. Any one of the 
following actions would countervail the loss of the State's federal 
revenue sharing allocation: 

A 75% increase in student fees at the state universities. 

A 14% increase in state personal income tax. 

A 75% increase in state tobacco tax. 

A 10% decrease in state assistance to schools. 

Complete elimination of various state programs for the mentally 
retarded. 

Closing the University of Arizona Hospital and College of Medicine. 

Although the State obtains one-third of Arizona's federal revenue sharing 
allocation, Arizona's other units of government receive two-thirds of 
the total Arizona amount. Arizona's twelve non-metropolitan counties 
use federal revenue sharing funds for capital expenditures primarily. 
While one urban county uses federal revenue sharing funds for capital 
expenditures only, the other urban county uses most of its funds for 
personnel services. Loss of federal revenue sharing money would slow 
capital outlays at the county level and would raise taxes as the counties 
seek other revenue sources to replace that portion of the federal revenue 
sharing funds which are used for non-capitol expenditures. Arizona cities 
and towns have begun to use federal revenue sharing funds for operating 
expenditures instead of capitol expenditures. If the federal revenue 
sharing program is discontinued, economic conditions and the inherent 
problem of inadequate revenues would force many cities and towns either 
to curtail many desirable services, or to increase taxes. 
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Honorable Bill Brock 
United States Senator 

. 
j 

254 Russell Building 
\Vashington,. D. C. 20510 

Dear Senator Brock: 

October 22 .. 1975 

Please find enclosed the Brock Revenue Sharing 
Questionnaire which we have completed. 

I \Vholeheartedly supp~rt the plan to continue 
Revenue Sharing to states and local governments as the 
plan now ex!.sts. Under the present method oi allocation 
of funds. the states and local governments are allowed 

• great flexibility in the utilization of Revenue Sharing funds. 
This gives us the ability to use these funds in areas where 
the need is greatest. 

Revenue Sharing funds have been utilized for 
programs in this state that probably could not have been 
funded from any other source and have provided many 
benefits to the citizens o! this st:1te. In partlcular, I would 
like to point out that medical education, mental health. 
education and transportnt!on are four areas which have 
been vitally effected by receipt of Revenue Sharing funds 
and without the continuance of these funds. some Yery 
critical and important programs would have to be reduced 
or- alternate sources of funding would have to be found. 

In conclusion, I wholeheartedly support the allocation 
and di3tribut!on of Revenua Sharing funds •;vithout the 
addition of seva::.-e restriction3 by Congres3 which would 

--.... . . -, . . 
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Honorable Bill Brock 
October 22, 1975 
Page 2 

limit the utilization of these funds by the states and local 
governments. I, too, feel there is a great need to pass a 
meaningful Revenue Sharing bill and I wholeheartedly 
endorse your idea. 

GCW/bna 

Sincerely yours,. 

George C. Wallace 
Governor 



\ 

BROCK REVENUE SHARING QUESTIONNAIRE 

1. Do you support renewal of general Revenue Sharing? 
Yes X No 

2. Do you think the program should be changed? 
Yes No X 
Comments 

3. Does the program allow state and local officials to 
use funds in most needed programs? 
Yes X No 

4. Is this program important to your government? 
Yes X· No . ----

5. What priority would you assign to Revenue Sharing? 
1st X 2nd 3rd Other 

6. Would your government. have to raise taxes without 
Revenue Sharing? 
Yes X No HoH Much 

7. Would your government have to cut back on programs 
without general Revenue Sharing? 
Yes X No Which ones: 

Or increase taxes to maintain the same level of spending 

Name George C. ·wallace 

Address State Capitol 

City/State Montgomery, Alabama Zip 36104 
---------~-------------------

Position or Title Governor 

P.S. This questionnaire requires no postage. Just detach, 
fol~where indicated, and mail. Thanks again. 



The Impact of Revenue Sharing on the State of Arkansas 

The State of Arkansas will receive $22 million in General 

Revenue Sharing funds this year. Two million dollars has been 

appropriated to educational support and $20 million has been 

appropriated to highway maintenance. 

In the area of education, the money will be used to support 

teacher salaries. Compared to the nation as a whole, Arkansas 

is forty-seventh in teacher salaries and the loss of future 

revenue sharing funds would jeopardize even that low standing. 

The bulk of our revenue sharing will be spent on federal and 

·State highway maintenance. Due to rising costs and inflation, 

the State cannot afford to build new highways and can nil afford 

to maintain existing highways. The loss of revenue sharing 

funds in this area would have grave effects on our future 

economic growth as our state relies heavily on motor vehicle 

transportation. 

In summary, the State of Arkansas cannot absorb by reallocation 

or increase in taxes any loss suffered by the decrease or 

elimination of general revenue sharing funds. 
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THE IMPACT OF REVENUE SHARING ON COLORADO 

The State of Colorado has recieved approximately $72 million from the 
General Revenue Sharing Program as of this date. 

These funds have been used to support a variety of programs and construction 
projects, while enhancing the state-local fiscal partnership. Expendi-
ture objectives have been to fund high priority projects in the areas 
of Education (30 percent), Public Safety (17 percent), Public Trans
portation (14 percent), Enviornmental Protection (6 percent), and 
Health (5 percent). Capital construction in a number of areas has been 
funded by Genera 1 Revenue Sharing. Ho\vever 40 percent of revenue sharing 
construction has been for Higher Education. State collected revenue 
returned to local governments has increased from 60percent to 70 percent 
due to revenue sharing, funding welfare programs, and elementary and 
secondary education. Due to inflation this increase has already been 
substantially eroded, and will only be compounded if General Revenue 
Sharing is not renewed. 

Obviously if this program is not continued, Colorado will lose over 
$23 million of revenue a year. Since Colorado experienced budget 
problems in .1975-76, causing numerous state program elimination~, 
a loss of revenue sharing funds \'IOUld have the possible following 
results:· 

- Reduce state aid to l~cal governments by more than 10 percent. 

- Increase state income tax, local property tax, and perhaps the 
sales tax to maintain the present tax base, just to continue 
necessary programs. 

- The State will not be able to meet the EPA time table for im
plementation of the federal Hater Quality Control law, maintaining 
inadequate sewage treatment plants in many cities and towns. 

- Reduce state immunization activities by a third. 

- Discontinue such programs as Library Services to the Blind and 
Physically Handicapped, unless other general funds are diverted 
to support these programs. 

- A severe impact for CU-Medical Center and CSU Experiment and 
Forest Service Department, with a serious degree of uncertainty 
for their day to day operations. 

- Numerous program reductions and eliminations in the Departments 
of Social Services and Institutions, the prime state department 
beneficiaries of revenue sha~ing funds. 

A loss of $10 million in general revenue sharing funds to local 
governments every three months, causing an inevitable property · · 
tax increase to compensate for this 10 percent loss of total 
expenditure funds. 
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State of connecticut 
Review of Federal Revenue Sharing Program 

August 15, 1975 

From December 1972 to June 30, 1975, Connecticut has received $79 ,662,535 in 
federal revenue sharing and has earned $6,136,933.90 in interest on such trust 
fund deposits . 

For fiscal 1976, Connecticut expects to receive $28,016,231 . in federal revenue 
sharing and expects to earn. $300,000 in interest on such funds . These funds, 
together with a balance of $1,099,469.68 in the Trust Fund on June 30, 1975 
will be utilized as follows: 

1975-76 

For direct grants to towns - rates based on 
population $ 6,000,000.00 

For tax abatement payments to towns and cities 
for education, religious and other non-profit 
sponsors of rental housing projects. l, 117,000.00 

For reimbursement of Personal Service expenditure 
of Education, Welfare and Higher Education Units \ 22,298,70Q..:.§JL 

$29,415,700.68 Total 1975-76 

For fiscal 1977, the same plan is contemplated, therefore, the sudden withdrawal 
of an estimated $29 million of these federal funds would result in the following 
action: 

l. The elimination of the state $6 million population grant to cities and 
towns with a corresponding increase in local property taxes to make 
up the differences. 

2. The reduction in the state's reimbursement to cities and towns for 
property tax abatement of local taxes on •=non-profit" sponsors of 
rental housing projects with a corresponding increase in rentals 
for apartments in such projects rented by indigent elderly persons 
as a general rule. 

3. The state would have to raise $22.3 more in revenue to finance 
operations. This, for instance, would necessitate a 4% raise in 
the sales tax rate, or a 13% increase in the corporation business 
tax rates. Naturally other revenues· could be raised to make up 
the $22.3 million in combination or a new tax could be levied. 

In the 1975-76 period 1tax increases of $184 million were made so the 
fiscal problems involved with the sudden loss of another $29 million 
\'IOU 1 d be very serious. 
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Impact of Federal Revenue Sharing 
on Delaware Financial Resources 

as of June 30, 1975 

Since Federal revenue sharing funds became available in F.Y. 1973, they 
have accounted for two percent of the State's general fund revenue. Most 
significantly, revenue sharing accounted for 19 percent of the revenue increases 
during this period. 

If revenue sharing is not reenacted, the state will have to enact 
revenue measures or reduce programs. 

Unlike the Federal Government, Delaware is mandated to operate with a 
balanced budget. By discontinuing revenue sharing, the Federal Government wi;Ll 
be adding to our budget balancing problems during a period when recession is . 
deflating revenues and inf1ation creates problems in maintaining program levels·., 
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October 27, 1975 

l!onoranle La\'lton Chiles 
United States Senator 
Roo:;:il 2106 , Senate Office Building 
'~ashington , D.C. 20510 

Dear Lawton: 

'l'he State and Local :F·iscal i-...ssistauca llct of 1972, tile 
Revenue S.r.1ilt:ing Program, expires Decc~H\ber 31 , 19'/G.. &e,rcrc 
econo!nic conditions, \-lhich have depleted L~ost o f our rescrv<! 
funds, a!ld less than optimistic prospects. for full recov~~ry 
in the inunec1iate future in conjunction ''15_1~.h the applicat.ion 
of the FcCicral Revenue Snaring fun<ls 'i:o e;:;:sential flrogrunt!3 
mal·;.e continuatiqu of this program ext.remely import.<:.t1t to t:he 
State of li'lorida. Should t!wsc funus i>e discontinued, tile 
Stal:t3 \vould · oa forced to ci ther curtail n e:cued. pros-rc:uns or 
increase the tax burden at. a most inappro;>riate time . 

Concurrent \•iitn reen.actL~ent of tlw State and Local 
l'~ssiatance Act , several progr<!ln improvcm.r..:;lts should be made . 
In orctcr to f~cilitnt.e progrru.'"TI planning ~:1a fiscal responsi
bility, the program should be m~de pori:'.an·')nt rather than 
continued m1 a short-t:erm basis . i~lso, S·~nne rnea.surGs muzt be 
taken to reduce the dis1?aritie~j in the di tri.bution nmon9 the 
states. Som.3 states receive az much a. a 7? percent. per c~pi t.a 
above other states. r .. ot receiving an cgy. 1 per capita r~harc 
of t11esc funds ~-.rill cost .i:'lorida almost. to .... 3 million during tile • 
July 1., 1975 - J'une 30, 1976 en:i:.itlement ..c~ariod e.nd several 
states receive less per capita thun Flori<J.a. 'l1he cau!lcs of 
these disparitiea are r..any, complex, and zubtle but could be 
easily rectified by mel~ely placing rcaBon:tble limits on the 
amount of tho differential per capita state :Jhares. In a 
general revenue sharing progrrun, no state area should receive 
on a per capita 1jasis more timn 105 percent o£ tho national 
average or lens than 95 percent. This \\'011ld lnsure that no 
state would receive over 10 percent per c..::tpita more than any 
otner stuta. 

. . . . 
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Honor.;wle La<.'ton Cniles 
l'ay-.! 2 
Octo~or 27, 1975 

:t'lori<la ' s use ot ti1e f~tat\3 Gov...:n:nme:nt portion o f the 
Fedt.:!r.al J:<·~vl;:=:nua funds has been judicious and conservativt). 
Howcv~r, in ord~r t:hut. you I•'ic:l..Y fully l.U1dcrstc:md t.he need for 
t!1u ret:tw.ctrt\ent of til is l:leasure, I \'Jould lii~e to gi vc you 
the oen~fit o£ ii.cY.-1 our E'cueral H~venue S.i1<lring fu11ds have 
b~~n U!Jeu to date. i!or tl'l.t! period l~Tl.-73 through l97l1-75 , 
State tiovernHtcnt received $lti2 , :Jt!O , 956. 'l'i1rougn the manage
ment o f t.nese funds we were able ~o earn ~14,112 , 089 in 
interest , a.."l increase of aimost. 8 percent. 

i"-s you are C:.\lare , there has bet'!n a de:ficit in class
rom;\ space in our local zc~wol vroyrar:-.s in l:'J.or.ida for several 
years. As a rt!sult of this neeu 1 I r:iadl.:i the :CI3co;m\.t.mdation 
a.t. th~ time Ft:der<:ll i{e\"~nue Si.tal:ing \¥ilS f:!..rst ena.cto~ t o de
dicate all rev(!nues frora this source to the clidinution of 
this cla:J.:~room t12fici t. hiti:t t~1a excel;•tion oi iJ.{,p>:oxi1nat:cly 
$28,000 , 0J0 all of tha funds rec~ivc<.l tLruugh Fi:;cal Year 
1~74-7!> nave ;_,een nppro,t>riutcd i)y the Lcg1slt:tture for scnool 
construction. In n~y buO.;·et: for tne Fiscal Yce.r 197:5- 76, I 
rccol!'J.:lt..:!ndcd t11at $7S, ~)00, 000 }.)~ 1:w.de availc.blo in that year 
to continuo the con~.>truccion pro~;.rar,l. r.L'}1.:.; econor.tic situation 
\las .;uch tnat the Le9islaturc did not agrc~ Hit:h this rccom.
men<.lation; t.hc.:.:rcforc: r it uppropr.iatcd f.iOii••.; $(,2 I oon ( UOv [l:'Olil 

tnis source for o.!.Jeration~· of t:.nc local ~-;chool progrm:~s in 
lieu o f l:irovitiingtiiC: fi.Uld'.:> for ~·h::.·~d ¥C.:.i.!f ~tal Outlay pur:.Joscs . 
'.the rem.aining :,il3 t 000 t 000 Han upproprL:.ttcU. for recurring costs 
at the State l~vel . I 

'l'ue fact that ii'eaeral t<cverlue Shdri 119 fund3 fo'r tiH~ 
1975-76 x'iGcal Y~ar hav:2! bet:!n appropriab;:.i. for operating co:>.ts , 
\-thicn are recurring , m~ans ti.lat the entire:: character o£ tllo 
use of tile funds has c.i:tanged and uny rcCiU·...! tion Hill i1avd a 
significant impact on tho State of .!:'lor ide~ . ;I' he ~~ 5, 000,000 
appropriat3d for tho l~75-7b Ficcal Year rGprc~unts about 3.4 
percent of our General i{cvcnue Ludget. 1-:i.ore import,mt is the 
fact that til(;! $62,000, uOO fol: the operatic;n of tho local £C!lOOl 

pro')ra.-n ;-cc>ro~ents about 6 percent of the Gcuer.al i:cvcnue ap
};)rOi:)riations for ti1.e l\-12 1'rog-ram. J.'his !.;.imply means that ti1e 
State of i!'loriO.a Hill be fac~d with. severe.~ options in the 
event the i'edex:al Revenue Snaring Pro<Jram is discontinued nnd 
none of these are desirable. '.£nese optio,ls arc: 

. . 

' 



Hoaor.ui>J.u r,e:n_-ton Cl,ilus 
Pa')e 3 
ucto~ar 27, 1975 

(1) Increase ta.xo:;; to offset the loss of r.:::v-l~uuc 
£rom tnis so~).:ce. 

(2) H.~duce c~;.i.;.endtturc.s primarily in t.i.Hl httt1ull 
.t:wrvicc:s arua. 

(3) Incr~as~ loc.:tl propert~l taxes to offzet the 
loss to tac scnool progr~:.:t. 

(~ ) Decrea~m level of fumiing for thu .school 
progr~.nn. 

1 oeliev3 t~'e a:.....ov~ indicates tnut it i~ t)xtr.m;ul] 
crucial to tl1t: State o£ f'loriua t,hlt tiw 1··t:~~e):-al :;.,~veni.t.:! 
fihttri!,g 1.c~ Du rt;~twctcct. ,:~s « l•iini!:tuiu, X urs~ you to con
siucr tuis as a priority it~r.:~ in the II:O!H. "t!-1 uhe:ad and to <io 
all ·,ri tnin your lildcUH:) to ::»~e that tilis i. .. D~·,yrat.t iH r0cl\i.1.Ct8d 
in a form t.?1~t: ¥.'ill provide rt.!Vcnue at 1 ~.-~ .. :-.st equ.a.l to the 
current L.wuls of allocatio:l. i·;;lilc I \.iO.;..'.ld liJ;:.c to ~ee t:O!.l~ 
ot tt1e i:.ic~ui1:ic;; .l;m·:.ovca tron the i.Jrcs;:;:n;: f:t.,r•::ula as out.lineu 
i:ler.Jir~, ~ 1.1.::li(!V..;! tno cxt.e1wion of tni::; .t>~i.. ll is tl1e nu~a;.)c~r c.me 
t'riori t.y. 

cc: Honorable uill Brock 

• 
,~ 

\ 

\ 

\ 

sincerely, 

Gov~ruor 

. . 
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®eorge ~usbee 
GOVERNOR 

l-k. Lee Galeotos 

®ffice of ±4e. ®nuernor 
J\tlanht, ®eorgia 30334 

August 5, 1975 

National Governors' Conference 
1150 17th Street, N. W. 
Washington, D. C. 20036 

Dear Mr. Galeotos: 

~orman ~[rtberfuoob 
EXECUTIVE SECRETARY 

Revenue Sharing Funds received by the State of Georgia have become a critical 
source of income. We receive approximately $44 million each fiscal year. 

Originally, we assigned Revenue Sharing Funds to non-recurring expenditures such 
as capital outlay and other "one shot" items of expenditure. Due to the limited number 
of "one shot" items appropriated in the last fiscal year and this fiscal year, we are having 
to assign Revenue Sharing Funds to operating programs which we must continue, such 
as Employees' and Teachers' Retirement contributions. 

Should Georgia lose $44 million of income per year, we would be forced to make 
drastic budgetary reductions at a time when we have already experienced severe cutbacks 
to anticipated revenues due to the recession. The only other alternative would be to 
increase taxes in Georgia. Either of these alternatives would have a detrimental impact, 
especially in light of the economic difficulties we still face in the State. 

The information provided to you in this letter is intended to express our position 
relative to any effort by Congress to reduce or eliminate Revenue Sharing Funds anticipated 
by this State. Your assistance in communicating our position will be appreciated. 

Sincerely, 

~~/}~ 
. George Busbee 

GB/csk 



THE IMPACT OF REVENUE SHARING 
ON .THE 

STATE OF F.N..IAII 

Tne State of Hawaii has received $27.7 million in General Revenue sharing 

funds through June 30, 1975 - an average of approximately $9.2 million 

per year. 

Although revenue sharing payments comprise less than 2 percent of our 

State General Fund resources, they have been helpful during the outset 

of the program in 1972 when the State was in a difficult fiscal situation. 

Revenue Sharing General Fund General Fund Balance 
Payments Balance w/ Rev. Shar. w/o Rev. Sharing 

1971-72 (19,888,408) (19,888,408) 

1972-73 9,864,868 (8,738,632) (18,603,500) 

1973-74 8,971,520 13,817,963 (5,018,425) 

1974-75 8,932,978 83,474, 326(E) 55,704,960(E) 

As shmm above, the general fund deficits in fiscal years 1972 and 1973 

would have been carried over into fiscal 1974, had it not been for 

revenue sharing funds. The large increase in general fund surplus for 

fiscal year 1975 result.ed from a combination of budget constraints imposed 

earlier in the fiscal period and the unexpected increase in general fund 

tax revenues. 

All of the State's revenue sharing monies received through fiscal 1975 

have been used to reduce debt service costs. The application of revenue 

sharing payments to debt retir.ement has resulted in an equal amount of 

State funds to be used elsetvhere since revenue sharing funds are included 

as part of our general fund resources. It would be difficult however, to 

point out specific activities for which these funds were used. 



THE IMPACT OF REVENUE SHARING ON THE STATE OF ILLINOIS 

The State of Illinois receives slightly in excess of $100 million each 
year in General Revenue Sharing funds. All of these monies go into the 
State's general funds for the support of elementary and secondary education 
in Illinois. Discontinuation of the revenue sharing program would necessitate 
increasing general revenues raised from state sources by 2.6 percent in order 
to maintain programs at their budgeted levels for FY76. 

Revenue sharing payments amount to only 2 percent of total appropri
ations from the general funds, but at the same time are equivalent to 25 per
cent of the projected increase in revenues over FY75. Elimination of revenue 
sharing would require Illinois to cutback on state services and aid to local 
governments and/or increase state taxes. Based upon FY76 budgeted levels, 
each of the following actions by itself would offset the loss of General 
Revenue Sharing funds: 

Reduce distributive aid to local elementary and secondary 
schools by 9 percent. 

Eliminate Special Education reimbursement to local schools. 

Eliminate all Children and Family Services. 

Eliminate Local Government Distributive Aid (state revenue 
sharing). 

Eliminate all general aid to Community Colleges. 

Reduce Aid to Families with Dependent Children by 30 percent. 

Reduce Medicaid payments by 28 percent. 

Raise state personal income taxes by 7.6 percent. 

Increase the state sales tax by 6.6 percent. 

Governor Walker is strongly opposed to increasing taxes in Illinois 
and therefore that alternative to offsetting a loss of revenue sharing 
is not a real option for Illinois. Tax increases which would offset such 
a loss are included for comparative purposes only. 



THE IMPACT OF REVE;\uE SHARING 

ON THE STATE OF IDAHO 

Virtually all of the $8.47 million which the State of Idaho 
has been receiving in General Revenue Sharing for the past three 
years, including FY 1976, goes directly to the support of public 
school education in Idaho. 

In Fiscal Year 1975, Idaho's share of General Revenue Sharing 
amounted to 8.3 percent of the total State aid to public schools. 

In Fiscal Year 1974, Idaho's share of General Revenue Sharing 
amounted to 9.5 percent of the total State aid to public schools. 
In Fisrial .. Year 1976, it is estimated it will total 6.5 percent. 

This percentage decline, in spite of the constant Revenue 
Sharing figure, is due to the fact that State aid to local educa
tion increased 15.5 percent in FY 1974 over FY 1973; l2.percent 
in FY 1975 over 1974; and 12.7 percent (estimated) in FY 1976 
over FY 1975. 

Conversely, State General Revenue Sharing represented 14.7 
percent of the total local funds spent on public education in 
FY 1974, 15.8 percent in FY 1975, and an estimated 16.2 percent 
in FY 1976. As State aid increases, public schoo~are less depen
dent upon local support--which comes from the property tax in 
general. 

Although local support of public education, as a percentage 
of the entire cost of public education, has dropped from 41.9 per
cent in FY 1970 to 28.1 percent in FY 1976 (estimated), the actual 
amount of local funds raised, principally by the property tax, 
for local education has increased 21.9 percent, or a total of 
$9,106,000, between FY 1970 and FY 1976. Without the use of 
~tate General Revenue Sharing, the increase in FY 1976 over FY 1970 
.would be 41.6 percent, or $17,306,000, if local school districts 
were to share the additional burden. Without the State's General 
Revenue Sharing in FY 1976, the school districts would have to in
crease property taxes by 16.2 percent in order to maintain the same 
level of spending. 

If the State of Idaho were to make up the loss of General Revenue 
Sharing funds which now go to public education, the effect on the 
State tax structure (primarily income and sales tax) could be judged 
by the percentage relationship of General Revenue Sharing to these 
State sources of income. 
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OTIS R. HU'WEN, 1>1. D. 

GOVERNOR 

TO: Indiana Congressional Delegation 
National Governors Conference 

FROM: Otis R. Bowen, M.D. ~-A • . ~. . 
Governor 1J7:""! 

Rr="CE" ................. "'" 
._ ··i • ._LJ 0t:P 2 21975 

RE: The Impact of Revenue Sharing on the State of Indiana 

DATE: September 18, 1975 

In view of the numerous commentaries, articles, and proposals 
which are being circulated concerning the reenactment of a 
General Revenue Sharing program, it seems most appropriate at 
this time to express to you some of my thoughts, as Governor 
of Indiana, relating to the impact of the present General 
Revenue Sharing program on this state and its, local govern
mental units. State government has received over $133 million 
in General Revenue Sharing funds since the first payments 
were issued in December, 1972. In addition, the state has 
earned over $12 million in interest on the General Revenue 
Sharing funds which it has received. Furthermore, the state 
is expected to receive $42,838,313 in General Revenue Sharing 
funds for the 1975-76 fiscal year. As you know, state govern
ment receives approximately one third (l/3) of the total amount 
of General Revenue Sharing for which Indiana is eligible. 
Therefore, in Indiana, local governmental units have received 
in excess of $266 million since December, 1972. The antici
pated General Revenue Sharing receipts for local governments 
in Indiana for the 1975-76 fiscal year exceeds $85 million. 

It has been the procedure in Indiana to consider the General 
Revenue Sharing funds as an added source of revenue for state 
government. We believe that, in handling the funds in this 
manner, we are complying with the intent of the present General 
Revenue Sharing legislation. The program is not to be considered 
a categorical program, and therefore should not be treated as one. 
By incorporating the anticipated receipt of General Revenue 
Sharing funds into the total state revenue projection, we have 
encouraged and achieved better state planning for the expenditure 
of such Revenue Sharing funds. The Revenue Sharing funds have, 
in this way, been appropriated by the Indiana General Assembly, 
and have been expended for various priority projects. The 
following paragraph is a summarization of the major expenditures 
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Page 2 
Re: The Impact of Revenue Sharing on the State of Indiana. 
September 18, 1975 

of General Revenue Sharing funds. These figures were derived 
by consolidating the three actual use reports which have been 
filed by the State of Indiana ~ith the United States Depart
ment of the Treasury, Office of Revenue Sharing. These figures 
only apply to the General Revenue Sharing funds received by 
state government. 

General Revenue Sharing Expenditures 

Education 
Health and Hospitals 
Recreation 
Transportation 
Public Safety 
Corrections 
Financial Administration 
General Government 
Veterans Bonus 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

14,576,637.00 
6,670,022.23 

233,955.00 
65,003.00 

406,535.00 
3,134,098.00 
2,101,564.00 

17,933,441.24 
16,966,817.75 

Local governmental units in Indiana have chosen to expend 
General Revenue Sharing to finance a variety of local projects, 
including the purchase of fire and emergency ~quipment, 
increase in social service activities, capital construction 
and repair, and the implementation of various recreational 
projects. 

The availability of General Revenue Sharing funds has enabled 
all units of government to either provide new services or 
expand existing services. For some units of government, 
these activities would most likely not have been possible at 
this time without the General Revenue Sharing funds. Therefore, 
I am supporting the immediate passage of legislation to 
continue the present General Revenue Sharing program. In 
terms of effective planning, it becomes imperative to both state 
and local governments to have the renewal of the General Revenue 
Sharing program in time to include (in their overall revenue 
projections) the anticipated Revenue Sharing receipts for the 
last six (6) months of fiscal year 1976-77. The current 
program is now scheduled to terminate December 31, 1976. In 
conclusion, I respectfully request your support for the 
continuation of the General Revenue Sharing program. 

ORB:mm 

. cc: Senate co-sponsors of S. 1625 
House co-sponsors of H.R. 6558 



' The StaL~ uf la-w>J. r~~ei vt::S approxi~t.~l:; $28 rni Il ton . .tu reven~ ~h>iT.'lf:~ 

El;~ch y~al: whil~ local go1;crn:il>'::nt:; if, th~ ~:.t.::!Lt! ::ece'ive: $5i) iJllli•.>:. The 
l:iGltC I~ ~h:;.re }-;.as U~~%1 pS:s~~d lh':'UUf,;-, ~0 lOCal 8(;hl)tJ1 Ci!;tri ~to ~htl~ 

Lhe loc~l funds hav~ ~~n. ~';:d t::>':" <l v~r1ety or n~ed~- In thJ:?- it:Z~d!.att: 
paeot, th~ local fuuds have ht!en pa>tirli l]· uaed to l:n.!p;;ort np~r~tiug 
exp>:!n:oc. '!hi": us<? of th~se fund!;, co~hi.n&;d w1th Oi:he::- :sute pa::os;-tln.·ou~h 
~~wey~. have ~omc~h~t st~blli~eJ prop~~ty t~~~~-

1. Lo~~l pro~~ty taxes ~~ lo~~l envnrnr.~at~ wo~ld h~vc to 
r.1:ti.s~ the (nr,ds; tht()u,Sh the oaly 5ourcc .;;;;~:~{ l~bl€t to tht!c~ 

ZA The ~~~te ' s ~b!ltty tu main~ain the l~vel of pas~~LhrouBh 
fund~ to the s~hools. 

3. Ii the pa~~- t.ht"ou_eh ft.1nds werf! main us. ined, th~n :~ t~x, 
inc!"c.:l$A. Wvt.d . ..J be n-e:~e~s:n-y. It: "~o:O•.t hl a::rou~t. to- i!.pprOY.i
r:oatt:ly b7. of 'ind1 vh:h.•a 1 lut:o~ l;!X <::ollcc:.t:tons or :,{Jh 

of ~orpur~~e income t~x~ Thi~ would cover th~ st~te 
portiun only and local ptopt!rLy ta::;:e!; WiltJld still hAve 
to ue incr~~~cd. 

Al l o! lh~ st~~e of lOY~'~ u.s~ Sendt~r~ and RcpT~~cn~~tlv~~ Si~ Oo 
l"C!Cord as (avoting rcv~nn~ $h~riog e~teu::;l.un in ~o:!'r- form. !t is !.ll:'" 
~rative that thi:; hr. riC('t:~~plishetl thb t:~lt!ndar y:::=r for a delay uutil 
1976 woultl !::ubjcct t:hh prn~r.A!:l to aunt!al :tppru?d~ti.0ns. u: i!.t ~11. 
St~tc .::~n<l local bud~~L~ '~ould l-~ f.in:~li~etl long before thc~<e: f\1U1~S ar~ 
t;vaiht.blt: which Yould cre~te prob.lt:~ in the ,;y9tetti. --
The !Jaesic c.on!:c:pt th;;t state aotl lur::il r.nvo<noonts know their net:d5 
bet-ter thata the fcd~r;;l. gr.r.;.eru!:ll!!nt. ::-~t:lO!.in,:; vrilirl. Th1B va!> lht: corne-r
~tont! u.;nd i!l th!::! p;;!~~Htge of th~ nrt g1.u-1l Bc:l aoc! !;honld h~ l•l3~«.t ~1~4iu. 
Tha p::obl~r:1..~ t:hat 01r~ t"3liH~tl iu oppo~ition t(} t-hJtt p.~;oe;r~:D c~n b~ r.:'l!;nlvttd, 
cithrtir throush .:id<litional i~gisVttiou or l!:.Vn: ~onit.o:ring, by tue Or!l.ce 
of K~veuue Sharing. 
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FEDERAL REVENUE SHARTI.JG 

Excert from Governor Bennett's 
Budget Message to the Legislature 
on January 19, 1976 

In the budget which I have prepared and presented end in the projections 
which I have made for this five-year period I have not anticipated thet federel 
revenue sharing will be continued beyond its current expiration dete . In my 
view to do so, at least on essential and ·ongoing programs, would be most 
perfidious. Congress has had the recommendation of the President for the 
continuation of this program for soms time and has not acted. Individual 
senators and representatives have introduced their own a~d separate proposals 
and Congress has not acted . Forces are at large in Washington which condemn 
federal revenue sharing and seek to replace it with their own spacial interest , 
bureaucrat-building categorical grants. Likewise , forces are at large which 
seek to eliminate the program in its entirety in a quest for federal fisca~ 
responsibility. Still other forces seek modification of the program both as to 
.formula and as to division. The results of the interaction of these pressures 
is most speculative and it would be dangerous indeed for this state to assume 
the continued receipt of federal revenue sharing funds basad upon past amounts 
a.nd pe.s t allo ca. tions •. 

At the same time the possibility does exist that federal revenue sharing 
will continue and in an effort to analyze how these funds might be used, 
separate·projections have been made as to currently contemplated but projected 
commitments which cannot be funded from the general funds of this state but 
which are highly desirable if funds are available. This projection appears 
in the detailed budget explanation. 

In brief they include a proposal to oommanoe the graduar funding of 
judicial raform in 1978, as well as the assumption of anticipated lost federa~ 
eid to libraries in that year. They also include ths co~enoement of a needed 
~~pital improvement program in our penal institutions, a program which would 
sp~n a number of years in its implementation. Threa buildings at our insti
~utions of higher learning have been programmed for commenced construction 
b the years contemplated by this projection as w~ll a.s the construction of 
e. nea- printing plant. 

All of these projects are well supported on the basis of need but, in 
~7 view, their priority is such that their implementation can be legitimately 
~e.~e to deuend upon federal revenue sharing funds or upon unforeseen revenue . . . 
-i::.;r:-ovemsn t. 
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WASHINGTON, D.C. 2.0510 

October 21, 1975 

The Honorable Russell B. Long, Chairman 
The Committee on Finance 
United States Senate 
2227 Dirksen Senate Office Building 
Washington~ D. C. 20510 

Dear Mr. Chairman: 

STANDING COMMITTEES: 

AGRICUL.TUR&: AND F'ORESTR:l' 

BuDGET' 

PoST OFFICE AHD CIVIL SERVICa: 

SfJ...ECT AND SPECIAl. COMMITTEE 

NUT1UTION AND HUMAN N££09 

The failure of Congress to act on the renewal of general revenue sharing 
before the end of this year may pose a severe dilemma for state and local 
budget planners. While the revenue sharing program~ as enacted in the State 
and Local Fiscal Assistance Act, does not expire until December 31, 1976, 
it is imperative that the program's future be determined well in advance 
of that date in consideration of the long lead time required by local budget 
planners. A little known provision of the Congressional Budget Control Act, 
which goes into effect on January 1, prevents Congress from appropriating 
funds for the upcoming fiscal year until after the first Congressional Budget 
Resolution. This resolution will not be adopted untif the second week of May. 
Given this timetable, it is altogether possible that the ~atter will not come 
to a final vote until next summer. 

A delay of this duration will wreak havoc in the budgetary and planning process 
of state and local governments. The crises will be particularly acute for those 
recipients on a July 1 fiscal calendar. Officials of these governments must 
begin their budget planning for fiscal 1977 this fall. Constrained to balance 
their .budgets, local officials cannot gamble on the continuance of shared 
revenues; they must assume a cessation of the program and impose the necessary 
budgetary adjustments.· Indeed, Mayor John Poelker of St. louis recently told 
the House Subcommi"ttee on Intergovernmental Relations that if Congress fails 
to renew general revenue sharing by the end of this year, cities all across 
the nation will be forced to raise property taxes, reduce essential services 
and postpone capital improvement projects. The same situation applies to 
county and state governments. 

If a final determination is unduly postponed, the Senate Finance Cowroittee 
will have to bear a large measure of responsibility for the budgetary chaos 
that will result at the state and local level. I therefore urge you to 
schedule hearings on the renewal of general revenue sharing as soon as 
possible. 

BD:sjv 
cc: Mr. Hathaway 

rk. Pachmod 

Sincerel~~-au· , 

~\ ( _J~ .,_ 
808 DOLE ~ 
United States Senator 
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GENERAL REVENUE SHARING 
STATE OF' KAl'JSAS 

General Revenue Sharing has provided the State of Kansas a total of 
$66.2 million of revenue to date. The State has received $60.5 million 
in General Revenue Sharing distributions and these funds have earned an 
additional $5.7 million in interest. 

Over $29 million is being used to provide property tax relief for 
qualified citizens; $22.6 million is allocated to fund capital improvements 
at state colleges and universities and $10.0 million is to support teacher 
retirament benefits at the local level. Development of a justice complex 
to house the Supreme Court and the Attorr-ey General of the State of Kansas 
has received $2.0 million and $.3 million has provided aid to local libraries. 

Some of these programs represent coremitments which require fiscal sup
port with or without continuation of General Revenue Sharing. In other areas, 
anticipated improvements and new programs will not be initiated without con
tinued sharing. General state aid to local school districts has increased by 
$76 million (76fo) over the past two years and under state equalization is 
scheduled for further increases. Discontinuation of General Revenue Sharing 
could have an impact on future aid in this area. However, as flexibility is 
a major strength of General Revenue Sharing, identification of specific pro
grams ultimately affected through elimination of the ~program would be specu
lation. It is certain that discontinuance of General Revenue Sharing will 
require shifts in funding resulting in program cuts or increased tax measures. 
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THE IMPACT OF REVENUE SHARING 
ON THE 

COMMONWEALTH OF KENTUCKY 

As of June 30, 1975, the Commonwealth of Kentucky had received 

nearly $120 million in general revenue sharing funds. For fiscal year 1975-76 

the Commonwealth expects to receive approximately $36.6 million, which 

amounts to nearly 4% of the general fund estimate for this year. 

The initial revenue sharing payments received were accumulated 

unti I the 1974 General Assembly was able to appropriate them. All revenue 

sharing funds that would be available to the Commonwealth by June 30, 1976, 

were appropriated at that time. By far, the major portion of available revenue 

sharing funds were budgeted for non-recurring capital cohstruction projects 

and operating expenses, while a smaller amount was budgeted for recurring 

program costs. 

However, if revenue sharing is not continued, the potential impact 

would be substantial, especially if applied to a single functional area. This is 

illustrated by the following examples in which the impact of a $36.6 million loss 

was estimated in the areas of justice, human resources, higher education, and 

education and the arts: 

a) Justice--cancel! ing the construction of a new maximum 
security prison; the closing of four minimum security cor
rectional institutions; cancelling improvements and renova
tion at the state's 90-year-old maximum security penitentiary; 
postponing the purchase of 500 state pol ice vehicles designed 
to replace those beyond the point of adequate serviceabi I ity; 
forcing additional overtime by state police and correctional 
officers due to deferred filling of vacancies; 



Page Two 

( 

b) Human Resources--closing all psychiatric hospitals, 
mental retardation facilities, social service resident treat
ment centers, and TB hospitals; 

c) Higher Education--raising of tuition rates at eight public 
institutions which may lead to lower enrollments and in 
turn may jeopardize revenue bonds dependent on student 
fees for debt service payments; 

d) Education and the Arts--loss of counseling and financial 
aid for adult education students, food services for elemen
tary and secondary education students, the school lunch 
program for disadvantaged students, the state library for 
the blind, the Eastern Kentucky Comprehensive Rehabilita
tion Center, Kentucky Industries for the 81 ind, and the 
state library program. 
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THE IMPACT OF REVENUE SHARING IN LOUISIANA 

The State of Louisiana has received $146,000;000 in 

Federal Revenue Sharing since the inception of the program. 

Approximately 90% of these funds have been used to repair 

existing state highways and bridges. 

The maintenance program had fallen well below minimum 

requirements due to budgetary limitations. Louisiana, being an 

alluvial state into which 2/3 of the nation's rivers drain, 

experiences a rapid deterioration of its surface transportation 

structures. The majority of funds available was used, in the 

past, to finance the construction of the interstate system. 

Additional construction was made possible by the issuance of 

approximately $400 million in bonds which are' services from 

general revenues. 

If revenue sharing stops, the highway system would 

deteriorate in two or three years to a point where vehicular 

traffic would be limited or at a minimum safety level. This, 

of course, would have a negative economic effect to the business 

community since a high volume of manufactured products and services 

are dependent upon the road network. 

If approximately $50 million per year were diverted from 

general revenues to highway maintenance, the following possibilities 

exist: 

Imposition of additional taxes to support the 
program; 
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Reduction of the number of exceptional children 
for which the state will provide service; 

Reduction of the number of day care centers now 
in operation; 

Curtailment of programs involving the aged; 

Curtailment of support for nursing homes; 

Reduction of support to local health programs. 

Since state revenues will increase by a projected 1.8 

percent, it is evident that the additional 30-35 million dollars 

will barely sustain normal inflation and could not provide for 

program growth. The issuance of additional bonds would inflict an 

added drain on general revenues and could be serviced only by 

imposition of additional taxes. 
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JAMES B. LONG LEY 

GOVERNOR 

Mr. Lee Galeotos 

;§hth~ uf ..£fl"thtc 
1C~2.cutitr~ ~~petrfm2ttf 

JU.tg:ught.ft't(:t:ht.e 
.U .l!.;l6-l.IT 

August 28, 1975 

National Governor's Conference 
1150 17th Street, N.W. 
Washington, D.C. 20036 

Dear Mr. Galeotos: 

This letter is in response to Governor Ray's request for com
ments on continuation of General Revenue Sharing legislation. 

As you know, Maine's congressional delegation has co-sponsored 
S. 1625 and H.R. 6558. 

Since 1972 Maine government has received over 124 million 
dollars in General Revenue Sharing funds. The State's share of 
this exceeds 41 million dollars. 

To do away with one of the few Federal programs that attempt 
to return a part of government from Washington to the people would 
be most unfortunate. 

Without a doubt, state and local governments would either 
have to cut programs or increase taxes in order to make up the loss. 
Under the present economy and inflation, an increase in taxes would 
be imposing a definite hardship that most Maine citizens would find 
almost criminal. Maine is very proud to have a balanced State 
budget r.vi th no tax increase. 

Any of the following would make up the loss of 13.5 million 
dollars in the State's General budget appropriation. 

1. Increase individual income tax by 27 percent. 
2. Increase corporate income tax by 91 percent. 
3. Decrease state support of local schools by 11.7 percent. 
4. Eliminate 88 percent of Aid to Families with Dependent 

Children. 
5. Abolish 96 percent of all state agencies dealing with 

economic development such as the Development Office, 
Department of Agriculture, Department of Marine 
Resource, etc. 
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STATE OF MARYLAND 

EXECUTIVE DEPARTMENT 

MARVIN MANCE!... 

G(YIIERNOR 

The Honorable J. Glenn Beall, Jr. 
362 Old Senate Office Building 
Washington, D. C. 20510 

Dear Senator Beall: 

ANNAPOLIS, MARYLAND 21404 . 

October 28, 1975 

Enclosed for your information are tables arraying by category the expenditure of General 
Revenue Sharing Funds hy each of l\laryland's twenty-three counties and Baltimore City governments. We 
have monitored this program in Maryland and are convinced that the funds have been well spent. 

The uses of these funds have been diverse but targeted to the individual needs of the county: 
for the construction of a county nursing home in Frederick, for indigent health services in Baltimore, for 
child day-care centers in Prince George's, for increased police protection in the greater Baltimore City parks, -

· for land on which to build a new school in St. Mary's, and for expansion of library programs in Dorchester. 
Across the State, governments have been able to improve service or reduce property tax burdens as a result 
of Revenue Sharing. ~ 

The program not only allows State and local governments to target spending to priority 
areas but also allows government to do it efficiently without significant expensive grant administration. 
The State receives approximately $40 million a year under Revenue Sharing and administers the program 
with less than two man-weeks of effort. One of our State agencies has a three-person section just to ad-
minister the $17 million in categorical grants it receives! · 

The General Revenue Sharing Program is now being reconsidered for renewal. I urge you 
to support the program. 

I also strongly urge you to support the renewal of the program this year. Renewal this 
calendar year is critical to State governments such as :Maryland. By early January, I must present a 
balanced Fiscal 1977 budget to the General Assembly. If Revenue Sharing is not renewed, $23 million 
we have counted on in our planning wiJI not be in the estimates prepared by the Board of Revenue 
Estimates. Although this sum may not be large relative to Maryland's total budget, it is 25 percent 
anticipated revenue growth! It is clear from our initial budget re·views that such a significant reduction 
in revenue growth will lead to important program cutbacks. 

If I can be of any as$istance in tllis matter, please do not hesitate to call on me. 

Sincerely, 

Governor 
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THE IMPACT OF FEDERAL GENERAL REVENUE SHARING 

ON STATE AND LOCAL.GOVERNMENTS IN MICHIGAN 

Michigan's state and 1800 local governments have received $867 million 
in General Revenue Sharing funds to date. 

The State of Michigan has received approximately $90 million each year 
and is expected to receive a total of $424 million in federal funds 
under the existing program as authorized by the 11 State and Local Fiscal 
Assistance Act of 1972. '' All of the General Revenue Sharing funds re
ceived to date have been used to support operating expenditures in 
education, through partial financing of Michigan public school employee 
retirement system. 

General Revenue Sharing funds account for 3.0 percent of the State's 
General Fund/General Purpose resources for fiscal year 1975-76, but 
they represent 18 percent of available increased resources. General 
Revenue Sharing funds comprise 38 percent of the total fiscal year 
1975-76 state contribution to the public school employees retirement 
system. 

Without continuation of General Revenue Sharing at current or increased 
funding levels, Michigan will be faced with possible program cutbacks 
in already financially stranded public services, increases in state 
tax resources (state income and corporate income taxes), or both. If 
General Revenue Sharing to states is not continued beyond 1976, t1ichigan 
will lose $90 million of income per year. 

Termination of General Revenue Sharing could result in any one of the 
following state actions to compensate for the loss of GRS funds: 

- Increase state personal income tax collections by 7 percent 
- Increase state corporate income tax collections by 25 percent 
- Decrease state contributions for the public school employees 

retirement system by 38 percent 
- Increase state sales tax collections by 9 percent 
-Abolish state public health programs 
- Reduce state mental programs by 33 percent 
- Abolish programs in the State Departments of Labor and Commerce 
- Eliminate as state correctional programs or natural resources 

programs 
- Reduce state support to higher education by 15 percent 
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The Impact of Revenue Sharing on Hissouri 

By the end of the sixth entitlement period, Missouri will have 
received $504.8 million from the revenue sharing program. $168.3 
million of that amount went directly to the state. The $157.9 million 
appropriated so far represents approximately 5% of the state's total 
discretionary funds available for the three fiscal years. 

Revenue sharing funds in Missouri have primarily been used for 
capital improvements. Prior to the start of the revenue sharing 
program, Missouri spent only $10 to $15 million annually on capital 
improvements. This low level capital effort resulted from the fact 
that unlike most states with large annual capital construction programs 
whose legislatures can approve general obligation bonds, in Missouri 
such bonds can be issued only through a constitutional amendment approved 
by the voters. Since 1955 Missouri voters have approved proposals for 
general obligations bonds only twice. Thus, revenue sharing has enabled 
us to make some progress in our capital programs. 

Education has been the major benefactor; $25.8 million was 
appropriated to the Department of Higher Education in FY 1975 along 
with $4.4 million to the Department of Elementary and Secondary Education. 
Large appropriations also went to the Department of Mental Health 
($6.3 million) and to the Department of Social Services ($5 million). 

Of the $59.5 million capital improvements budget for FY 1975, 
$51.5 million (86.5%}was revenue sharing. Besides building and remodeling 
on college campuses, 25 group homes for the mentally handicapped were 
constructed, repair and renovation was performed on 9 state schools for 
retarded children, and improvements were made to ·6 state adult and 
juvenile correctional institutions. 

For FY 1976, $42.0 million of revenue sharing was appropriated, 
again mostly for capital improvements (78.2% of that budget). Expenditures 
will be made for construction, renovation or improvement to 5 state 
schools for the severely handicapped, Hissouri School for the Deaf, 
Missouri School for the Blind, 4 state hospitals, 3 mental health centers·, 
4 state schools and hospitals, 9 regional mental health diagnostic 
clinics, and 4 correctional institutions. In addition, $7.5 million 
will be used to construct the first phase of a new medium security correct
ional institution and $3.5 million to construct 24 group homes for the 
mentally retarded. 

Finally, $3 million annually has been transferred to local water 
and sewer districts since the revenue sharing program began. These 
grants provide for maintenance and construction of water and waste 
treatment facilities. 

But these are only examples of direct uses of revenue sharing 
money. Because the program is so flexible, it is difficult, if not 
impossible, to measure the true effect. For example, the $10-15 
million annual general revenue expenditure for capital improvements 
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was 11 freed up" under revenue sharing, allowing increased expenditures
in other areas. Since 1973, ADC payments have increased, a ne\v la\v 
guaranteeing education opportunities for the handicapped has passed, 
and tax relief for the elderly has been implemented, all without 
increasing taxes. 

Assuming reenactment of the program, it is currently anticipated 
that the state will continue to spend annually about $45 million for 
capital improvements, of which about 78% will be from revenue sharing 
funds. One third of that will be for recurring and necessary repairs 
and major maintenance. It is obvious that cutting out 78% of this 
expected expenditure (by not renewing revenue sharing) would be 
disasterous both programmatically and economically. If revenue sharing 
is not renewed, several projects for which planning funds were approp
riated this year, will not be built: a $6.4 million law school building 
at the University of Missouri-Kansas City, a $3.8 million nursing school 
training facility and a $1 million journalism school addition at the · 
University of Missouri-Columbia. Completion of the medium security 
correctional institution will also be jeopardized. Other sources of 
revenue will have to be found to replace revenue sh&ring, either by 
raising taxes or by reduced spending in other programs. Both are 
unsatisfactory alternatives. 



r 

\ 

THE CAPITOL 

JACKSON 

BILL WALLER 

GOVERNOR 

December 23, 1975 

Mr. James L. i~arti n, Director 
State-Federal Affairs 
National Governors• Conference 
1150 Seventeenth Street, N.H., Suite 600 
Washington, D. C. 20036 

Dear Jim: 

The State of Mississippi and her political subdivisions have 
supported the revenue sharing program, and they continue to 
do so. The Mississippi delegation in Congress has supported 
that position. 

During the life of the revenue sharing program, the State has 
benefited greatly by being able to construct from those funds 
capital improvements that otherwise would not have been available 
during this period of time. Although the State has not used 
revenue sharing funds for recurring expenses, or the possibility 
thereof, the municipalities and counties within the State have 
relied upon revenue sharing for parts of their operating expenses. 
Some of them wi 11 be required to reduce or e 1 i mi nate services, 
or in the alternative, to impose additional taxes in order to 
accommodate those services. 

Sincerely, 

-/)AYH<~ 
Herman C. Glazier 
Executive Assistant 
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EFFECT OF DISCONTINUING GENERAL REVENUE SHARING IN MONTANA 

The state of Montana has committed General Revenue Sharing funds in FY76 
in the following areas: 

Support of State Mental Hospitals 
Public School Support 
Capital Construction 

$3.0 million 
$3.5 million 
$3.9 million 

In FY77, all Revenue Sharing Funds are appropriated to support public 
schools. A funding level is established for public school support and 
any decrease in General Fund or Revenue sharing support automatically 
triggers an increase in the state property tax levy. 

We have moved to using general revenue sharing in this way in order to 
assure that ongoing state programs are not built up to levels which 
cannot be supported by existing state revenue. This fiscally sound 
plan cushions the state from the consequences of precipitous fluctua
tions in federal funding. 

This is not to say that a loss of revenue sharing would not be felt 
by all programs. It does, however, give us a broad range of alterna
tives to consider. We could cut public school support, or if that 
were unacceptable other state programs could be reduced to provide 
General Fund for the schools. Another alternative could be either 
income or property tax increases. 

To summarize, Montana state government has been careful not to allow 
the Revenue Sharing Program to inflate the level of state supported 
services beyond the limit of current state revenues. The immediate 
effect of discontinuance of general revenue sharing would be to in
crease the statewide property tax levy for support of public schools. 



( 
TilE IMPACT OF REVENUE SHARING ON THE STATE OF NEVADA 

Bet\veen December, 1972 and July, 1975, the State of Nevada received over $14.9 
million in General Revenue Sharing Funds. Since the initial receipts from revenue 
sharing were not anticipated in 1971 when the State's 1973 operating budget was. 
established, the first $4.8 million received from revenue sharing was treated 
as "surplus" and budgeted for capital construction projects at the State Prison 
and Nevada Mental Health Institute. However, since fiscal 1973, all revenue 
sharing money received has been distributed to Nevada's 17 local school districts 
to support elementary and secondary education. 

In fiscal 1974-75, the State distributed almost $58 million to these school dis
tricts. Of this $58 million, $4.5 million, or 7.8% of the total distribution, 
were revenue sharing dollars. General Revenue Sharing contributed over $35.20 
of basic support per enrollee. 

In establishing school budgets through 1976-77, the 1975 Legislature continued 
the practice of allocating 100% of the State's revenue sharing receipts to the 
support of elementary and secondary education. Fully aware that General Revenue 
Sharing expired at the end of calendar 1976, the Legislature, neverthless, bud
geted a full fiscal year's allocation -- $4.5 million -- for 19 76-77. 

((. Without a continuation of the program, there would be a revenue shortfall of 
$2.25 million in fiscal 1977 and at least a $4.5 million shortfall every year 
thereafter. This revenue loss would have to be compensated for by reduced State 

.programs, reduced State aid to local governments, particularly education, or 
increased taxes. 

With a 1975-76 General Fund operating budget of $184.6 million, a loss of revenue 
sharing could be compensated for by any one of the following actions: 

.Close down 280 of the 506 State support special education program units • 

• Reduce State distributions to local school districts by over 6% • 

• Increase the State's share of the sales tax by 10% . 

. Close two of the State's three community colleges . 

. Eliminate all State health programs, all State grants to local health de
partments, and close the Southern Nevada Mental Health Center . 

• Abolish all State conservation, natural resource and agricultural programs, 
including closure of all State Parks . 

• Reduce assistance payments in the AFDC program by over sixty percent. 

It is unlikely, hmvever, that any one program area \vould absorb the entire loss. 
Instead reductions Hould probably be made across the Hhole range of State activi
ties, thereby lm.rering service levels in all program areas. 
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U1PACT OF REVENUE SHARING 

ON THE STATE OF NEW MEXICO 

State government in New Mexico received approximately $41 million 

in revenue sharing funds through June, 1975. The state's entitlement 

for the current fiscal year is $13.4 million, or 2.8 per cent of expected 

revenues available for general purposes. Between the fiscal year.s 1972 

and 1975, funds available for general purposes increased by 51 per cent; 

general revenue sharing funds were responsible for 9 per cent of this 

growth. However, the impact of revenue sharing money was greater than the 

figures indicate, because much of the revenue growth was not anticipated 

and could not be reflected in plans to expand programs funded by state 

government. The approximate annual allocations of revenue sharing funds 

were known and could be fully budgeted. 

Most revenue sharing money was nominally allocated to state support 

of public schools. During the period 1972-1975, the State undertook sub

stantial ungrading of its operating support for public schools and extensively 

revised its allocation formula to better reflect the needs of individual 

school districts. Progress in public school funding cannot be attributed to 

revenue sharing, but revenue sharing funds, along with growth in the states 

own-source revenues, may have helped to "grease the skids" for the reform. 

In addition, the availability of revenue sharing funds probably was instru

mental in establishing, for the first time, a state fund to help equalize 

public school facilities (however, revenue sharing money was not formally 

allocated to this purpose). Undoubtedly, the impact of revenue sharing would 

have been greater had the state been assured of its continuation. 

The Stat e ' s revenue situa t i on has been r elat i vely favorable in recent 

years, partly because of benefits derived from the oil and gas industry. In 

recent months, however, revenue growth has slowed noticably, which suggests 

tha t the impact of shared revenue s in the f uture may well be greater than it 

has been in the past. The loss of such funds would most likely result in 

some form of cross-the-board curtailments. Because education absorbs nearly 

t wo-thirds of the state ' s general funds , this i mportant area would likely be 

seriously affected--a serious consequence in a state that r anks 49th in per 

capit a pe rsonal income . 
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t\EW YORK STATE POSITION ON REVENUE SHARING 

The State and Local Assistance Act of 1972 was a landmark 
piece of legislation aimed at redressing the fiscal imbalance 
between the Federal government and the states. It is unique 
among Federal assistance programs. It permits state and local 
governments, within broad limits, to determine their own prior
ities. It recognizes that the most urg~nt needs in Oregon may 
not be the same as the most urgent needs in Tennessee; that 
New York City is different from El Paso. 

Revenue sharing has an important place in the array of 
Federal grant programs. It targets funds to areas most in need 
of them; it ameliorates the fiscal disparities among jurisdic
tions; it reduces the pressure to increase State and local taxes, 
which tend to be regressive; and unlike categorical grants which 
tend to reorder State and local priorities, revenue sharing 
provides flexibility. 

Continuing Need for the Program 

When the revenue sharing bill was being considered by the 
Congre$s during 1971 and 1972, most state and local governments 
had their backs to the fiscal wall. By the time the bi 11 had 
passed, the economic situation had eased for some of those 
governments. Even then, however, states were not enjoying robust 
fiscal health, despite impressions to the contrary. 

Now with revenues di~inished by the recession and costs for 
goods and services pushed up by double-digit inflation, the fiscal 
.situation has reached crisis proportions in most major cities 
and in many states. In state after state and in many local govern
ments, services have been cut back and personnel have been laid 
of.f or vacancies left unfilled. A survey conducted by the Joint 
Economic Committee earlier this year clearly indicated the 
drastic impact of the then current economic conditions. The 
survey found that the combined state and local sector was expected 
to enact $3.6 billion in tax increases and reduce expenditures 
by $3.3 billion from current service levels. 

In New York State, we.have instituted a hiring freeze and 
have cut State employment by nearly 6,000 . Despite stringent 
economies in State government, because the State legislature 
refused to increase State taxes, New York faces a budget deficit 
of $650 million by the end of this fiscal year. 

While some economic forecasts predict a gradual r .ecovery 
from the curr~t recession, that recov~ry will be hindered if 
state and local governments are forced to increase taxes and 
further curtail their work forces. State and local taxes do not 
respond as quickly or as significantly as Federal taxes to changes 
in the economy. The gradual rise in state and local revenues 
that can be e~pected from the improving economic conditions will 
not accommodate the impact of inflation on state and local budgets. 
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The need for revenue sharing is. therefore greater than when 
the law was first enacted. 

Prompt ll.ction Necessary 

Although the law is not scheduled to expire until December 
1976, re-enactment is essential at this session of the Congress. 
State and local governments need to know, when they are preparing 
their budg€ts, whether or not revenue sharing will continue beyond 
December; they need to know how much they can expect to receive 
so that they can include it in their· budgets. Unless revenue 
sharing is enacted this session, state and local governments will 
begin to cut back on services and in.crease taxes to cushion the 
impact of the loss in case the. program is not extended. 

To illustrate the drastic implications of delay, the $235 
million annual revenue sharing payment to New York State reprg
sents 2 1/4 percent of the General Fund expenditures. However, 
revenue sharing money is allocated only to State Purposes 
expenditures, i.e., none of it is used for local assistance, 
which makes up the bulk of total State expenditures. The loss 
of $235 million in revenue sharing would be the equivalent, 
therefore, of a 10 percent across-the-board cpt in State salaries. 

The impact on New York City and other hard-pressed communities 
in the State would be no less drastic. Thousands of employees 
would have to be laid off, facilities would have to close, and 
services be severely curtailed. 

Permanent Funding 

One of the most serious problems in intergovernmental relations 
is the cliff-hanging uncertainty of Federal funding. Fiscal un
certainty cripples the planning process, thereby reducing the 
benefit the funds could have. At the present time, revenue sharing 
is a five-year permanent appropriation, i.e., funds were appropri
ated in 1972 to cover the period from January 1, 1971 through 
December 31, 1976, eliminating the need for annual appropriations. 

Revenue sharing should be permanently funded by a fixed 
percentage of adjusted gross taxable income. Such a base would 
not be affected by changing tax policies and would provide a 
stable base that would not be eroded by inflation. · with permanent 
funding, state and local governments could implement long~range 
programs, overhaul their tax structures to make them less onerous 
to the poor and elderly, or undertake innovative programs which 
they cannot do now. 
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Conclusion 

There is no more pressing matt.er before the Congress than 
the re-enactment of Federal Revenue Sharing. By prompt re
enactment, Congress would reaffirm its faith in the Federal 
system and restore the faith of state and local officials that 
the nat;i..onal government is truly concerned about the public 
services that state and local governments provide to their 
citizens. 

I therefore urge your support of S. 1625 and H.R. 6558 
together with support for an amendment for permanent funding 
of the program. 
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The Impact of Revenue Sharing on the State of North Carolina 

State government in North Carolina had received as of June 30, 1975 a 
total of $162.4 million in General Revenue Sharing funds. In addition, the 
state's entitlement for Fiscal Year 1976 is $51.7 million and the expected 
entitlement for Fiscal Year 1977 is $41.4 million (assuming no extension of 
the General Revenue Sharing program). 

Therefore, under provisions of the existing legislation, North Carolina 
is expected to receive a grand total of $255.5 million over the duration of the 
current program-- approximately $51.0 million each year. 

In North Carolina the state legislature has already appropriated the 
state's total entitlement of $255.5 million. Of this amount, 47.2% was 
appropriated for education, a function heavily supported at the state level. 
A major effort in improving and upgrading corrections and mental health facilities 
has been undertaken with revenue sharing funds. These two categories accounted 
for 22% of the state's total entitlement. Other categories funded by General 
Revenue Sharing included general government land acquisition and construction 
($55.7 million), improvement of state port facilities ($12.7 million), park 
land acquisition ($5.0 million), and agricultural facilities ($5.4 million). 

Revenue sharing payments comprise 3.0 percent of the state's Fiscal Year 
1976 General Fund resources, but they equal 35.9 percent of the ava.ilable 
increased resources for that year. If the General Revenue Sharing program is 
not continued, North Carolina will 1ose approximately $51.0 million of 
income per year under the current formula. At Fiscal Year 1976 budgeted levels, 
any one of the following actions \'Jould compensate for this loss: 

OES:dh 

Increase state individual income tax by 8.0 percent. 

Increase total state taxes by 3.0 percent. 

Reduce adult correctjons program by 76 percent. 

Reduce mental health program by 42 percent. 

Abolish all state mental health hospitals. 

Reduce higher education funding by 19 percent. 

Reduce state funding of public schools by 5.5 percent. 

Increase in-state tuition by 130.6 percent. 



STATE OF NORIH CAROLINA: POSITION ON Rfl-.1.EWAL 

OF FEDEFAL REVENUE SHARING 

BACKGROUND 

I. Program Description 

II. 

III. 

The "State and Local Fiscal Assistance Act of 1972" (PL 92:-512) was 
signed into law on O:::tober 20, 1972 and expires Decanber 1976. Known as 
"general revenue sharing", this legislation is designed to share federal 
revenue with state and local governments. Enactment of the legislation 
included an appropriation of $30,212,500,000 including $150 million mu~ual 
increases spread over five years. 

'Ihe allocation for each state is based on a formula which includes 
population, per capita incane, and tax effort. Within each· state, one
third of the funds was allocated to state governments and two-thirds went 
to counties, cities, and totms. State goverrmJents are allOW'ed to use 
these funds for any purpose for which they can expend their OW'n tax re
venues. · I.ccal governments are restricted to eight priority program areas 
but can finance fran revenue sharing any ordinary and necessary capital 
ex:pe.ndi tures authorized by law. 

Renewal Proposals 

T"ne Administration has proposed that the program be extended basically 
in its present for:m for another five an::1 three-quarters years and is pressing 
for early renewal during calendar year 1975. Prior to the start of hearings 
on the program, several bills aimed at making slight program changes were 
introduced in Congress. As of yet, none of these bills has attracted sub
stantial support. Major proposals are not likely to emerge until after the 
hearings in the House have ended. 

National Governors' Conference Position 

The National Governors • Conference went on record in 1965 in support of 
the principle tha.t the federal government share a portion of its revenues with 
the States, unfettered as to functions for which it is used. 

The Conference reiterated its strong support and calls upon the Congress 
and the .Administration to keep General Revenue Sharing free of categorical 
restrictions and curnbc~some administrative guidelines. 

Specifically, the Conference applauds langaage in the act \ihich calls 
for reliance on the laws and procedures used by state and local governments in 
administering their OW'D furrls as the basis for administering revenue sharing. 
The Conference feels this language to be the basic foundation of General 
Revenue Sharing and thus all.iJ:iclministtative· :regql.ati6ns ..:a.r:d!.lp:r:ocedl.ires should i 

build upon this principle. States are particularly concerned. that federal 
accounting regulations not impose additional requiranents on existing state 
accounting practices. 
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Further, the National Governors' Conference has called upon Congress 
to reenact General Revenue Sharing legislation during the first session of 
the Ninety-Fourth Congress to provide States adequate lead time for proper 
budget preparation. Reenact:rrent should include features sought by the 
National Governors' Conference during debate over the current program. 
These include: funding based on a fixed percentage of federal incane tax 
collections, a pennanent program not requiring periodic reenactment, and 
clear statement of congressional intent that the program not be viewed as 
a substitute for existing categorical grants-in-aid. Finally, because the 
rrost valued feature of the program is the fact that funding is knc:IWn in 
advanc:e, revenue sharing should be specifically excepted fran new congressional 
budget procedures requiring that advanc:e spending authority be subject to 
annual appropriations review. 

In principle, the State of North Carolina errlorses the National 
Governors' Conference position. 

General Revenue Sharing in North Carolina 

During the five-year period established by the 1972 legislation, the 
State of North Carolina and 563 units of local govern<·nent (100 counties and 
463 rrn.micipalities) will receive $759 million. On an annual basis, these 
funds account for nearly 3. 0 percent of the State's ~eral Fund resources 
and rrore than 14.0 percent of local tax levies. Clearly, shared federal 
revenues are an irrportant supplement to state and local government resources 
in North Carolina. · 

The real impact of general revenue sharing in North Carolina is difficult 
to detennine. Actual Use Reports show that North Carolina governments have 
made balanced use of their furrls largely for capital expenditures in education, 
health, public safety, arrl corrections • . These reports are very misleading re
garding capital i terns, though. The State government's entitlements were merged 
with other revenues in the regular budget process. But, due to uncertainty 
about the permanency of the program, sound budgetary practices required that 
revenue-sharing dollars be placed into non-recurring expense items. It takes 
very informed judgment, though, to identify exactly which projects or programs 
would not have been. furrled in the absence of revenue-s?aring. · 

Revenue sharing in North Carolina has actually rreant the most progressive 
step forward in public education in our State's history, with a statewide kinder
garten program, reduction in class size, an increase in cc:mnitments to exceptional 
children, and an overall equalization of educational opportunities am:::mg school 
districts. It has also meant great strides in mental health programs and in a 
broad prison reform effort. 
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:Moreover, the substantial expenditure (nearly 50 percent) of the State's 
entitlanent on public education, capital ite:ns or otherwise, has taken sane of 
the edge off the burden of regressive property taxes. Also, if the canbined 
effect of State an:l local expenditures of their funds results in enabling local 
governments to avoid an increase, or cut regressive local taxes, then the pro
gram will have introduced an important progressive element. 

In sumnary, the real positive impacts of revenue-sharing in North carolina 
are manifested in many ways and go far beyond the specific, reported uses of the 
funds. . 

1. Duration of extension and method of funding: In the interest of early 
reenactment, North carolina strongly supports the continuation of the present 
general revenue sharing program for a period of at least five rrore years. In 
principle,· though, the policy position adopted by the National Governors' Con
ference is rrost preferrErl. The ideal program MJUld be funded fran a permanent 
trust fund. 

2. Appropriation level: The program should be continued at the current 
funding level with rocdest annual increases,. as proposed. by the Administration 

3. t-.\lmber of eligible units of government: As defined in the 1972 Act, all 
general purpose units of local government should be eligible to receive GRS 
funds. North carolina is basically a rural state with many srrell tCNmS. 
Currently 563 units of local governrnent are participating in the program. They 
are depending on these funds to rreet their obligations. A change to restrict 
funding to only the larger units of governrrEilt would not be in the best interest 
of North Carolina. 

4. ·Formula: Ever_1 though the formula has provided satisfactory levels of 
funding to North Carolina and signific&it fiscal equalization nationwide, there 
are sane features which are either inequitable or do not effectively serve the 
broa(, purposes of the program. At this point, though, no proposals have been 
made to alter the formula; therefore, judgrrent will be reserved on the merits 
of the present fo:rmula until alternative methods have been fully considered. 

The present formula should not be corrpletely revamped considering the 
rmssive data-collection, improvements, and review efforts that have been 
undertaken at all levels of goverP..ment. 

5. Floor and ceiling provision: The current law stipulates that no city or 
to..mship can receive .less than 20 percent or rrore than 145 percent of the 
statewide per capita payment of shared revenue. The ma.xinn.rm and min.imum limits 
should be retained as they are in the present law. 

6. T'ne designation of priority categories in the present law governing the 
use of revenue sharing funds by local governrrents is neither necessary nor 
~eful. · 



Ha,.;ever, this has not posed major problems; therefore, the elimination of 
these categories is advisable, but is not considered a critical issue. 

7. Prohibition on matching: The pr-ohibition in the existing law on the 
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use of general revenue sharing furrls to obtain fe:l.eral matching grants 
should be repealed. A prece:l.ent for this is the Housing and Carmunity 
Developrent Act of 197 4, which allCMS carmuni ty develorment furrls to match 
other federal programs. . The prohibition discourages the use of general 
revenue sharing funds for social programs since many of the social programs 
are joint state/federal or local/federal matching programs. This provision 
is a major reason that general revenue sharing is critized for not being 
used for social programning. 

8. Civil Rights: '!he 1972 legislation provided adequate civil rights 
protection and there is no reason to change the language. If change is 
deemed necessacy by the Congress, entitls:rents should not be withheld until 
a judicial determination is rendered. 

9. Rep:>rti.ng: 'llie two required reports - (1) Planned Use Report and (2) 
Actual Use Report -were designed as a way to secure accountability arrl 
public interest in the use of general revenue sharing furrls. There is sane 
question regarding the effectiveness of these reports; ha,.;ever, they have 
presented few major problems. Thus, there is no reason to change the re
porting requirements which are adequate and administratively feasible. 
Congress has a right to require accountability for funds it appropriates 
and also to encourage citizen participation in the detennination of how 
funds are spent.· Ha,.;ever, alternative methods to achieve accountability. 
and citizen participation could present significant administrative diffi
culties to recipient governments which would run counter to the basic philo
sophy of general rev~ue sharing. 

SUMMARY OF STATE POSITION 

For: -Establish GRS as a penna.nent program 
-Retain existing eligible units of government 
-Rem:lvcil of prohibition on using GRS furrls to match federal. grants 
-Retention of present reporting and public accountability requirements 

Against: :-Major revamping of the present formulae. Early reenactment is essential, 
especially for local governments. Major revarrping would impede early 
renewal. 

-Altering floor ar~ ceiling provisions 
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THE IMPACT OF REVENUE SHARING 

ON THE 

STATE OF NORTH DAKOTA 

The State of North Dakota and its minor subdivisions 
have received $80 million in General Revenue Sharing funds 
to date. 

The State share of these dollars has been primarily 
earmarked for the support of elementary and secondary 
education. Revenue sharing payments comprise eight per
cent of the foundation aid program to education. 

Revenue sharing payments comprise 2.7 percent of the 
State's 1975-77 General Fund resources. In addition, 
revenue sharing accounts for between fifteen and twenty 
percent of county budget needs and eight to ten percent 
of city budgets. 

Without a continuation of revenue sharing, North 
Dakota would have to reduce support to local school dis
tricts or increase state income taxes or sales taxes. 
Local governments would have to reduce services or increase 
property taxes. 

The non-renewal of the Revenue Sharing Act would mean 
a loss to all units of government in North Dakota of approxi
mately $19 million per year. 
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STATE oF NoRTH DAKOTA 

ARTHUR A. LINK 

Governor 

The Honorable Jack Brooks 
United States Congressman 
2157 Rayburn Office Building 
Washington, D. C. 20515 

Dear Congressman Brooks: 

EXECUTIVE OFFICE 

BISMARCK RECF\\IEO OCl S 1975 

October 1 , 1975 

I am deeply concerned about the future of the State and Local Fiscal Assistance 
Act of 1972 (P.L. 92-512) soon to be discussed before the House Committee on 
Government Operations. I feel that General Revenue Sharing should be extended 
on a permanent basis with the current provision which distributes one-third of 
the allocation to the state government and two-thirds of the allocation to 
general purpose local governments remaining intact. 

Also, I would urge that you take advantage of the Congressional Budget Act 
of 1974 special provision which would make General Revenue Sharing a permanent 
program outside of the regular appropriations process. One of the main strengths 
of the current General Revenue Sharing program is that multiple-year full fund
ing allows state and local governments to better plan for constant and known 
future funding levels. Exemption of General Revenue Sharing from the Budget 
Act would still allow for good congressional fiscal control as the total and 
annual federal revenue sharing outlays would be known to the Senate and House 
Committee and could be considered by them in each year's budget. 

In addition, National Science Foundation research indicates that inflation has 
actually subtracted more than revenue sharing has added to government purchas
ing pm·Jer. For this reason, I would urge as did the Advisory Commission on 
Intergovernmental Relations, that a percentage of federal adjusted gross income 
factor be built into the revenue sharing program to provide 11 inf1ation insurance 11 

for state and local governments. 

Lastly, I Hould urge that you remove the "eight functional categoi·ies 11 restric
tions on local governments. These restrictive categories effectively prohibit 
specific local response to a specific local fiscal problem which may not fall 

. under one of the priority categories but yet be of paramount interest to that 
local unit of government. 
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October l , 1975 

There is no question that in North Dakota at least, local governments are taxing 
themselves to their statutory limit. A non-continuation of funding for General 
Revenue Sharing would simply mean a reduction of basic, essential services to 
the people of North Dakota. A loss of the state share of General Revenue Sharing 
would translate into a decrease in the quality of elementary and secondary edu
cation for thousands of our young people. 

For these reasons I urge you to take action to renew this positive fiscal legis
lation as soon as possible. 

AAL:csw 

cc: Milton R. Young 
Quentin N. Burdick 
M.a-fk Andrews 

•4ames A. R. Johnson 
Senator Bill Brock 

Sincerely yours, 

ARTHUR A. LINK 
Governor 
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U1P ACT OF REVENUE SHARING . ON OKLAHOMA 

Without Revenue Sharing Funds: 

Fiscal Year 1976 

We would have been unable to qualify for Federal Highway 
Funds made available by the release of previous impoundments 

$8.6 Million would not have been available for rebuilding 
correctional facilities destroyed by rioting 

Funds available for Higher Education would have been 
$6.8 Million less 

Financial support of public schools would have been 
$13.6 Million less 

Fiscal Year 1977 

Less funds available for: 

Higher Education 

Public Schools 

Fiscal Year 1978 

Less funds available for: 

Higher Education 

Public Schools 

$ 6.5 Million 

$13.0 Million 

$ 8.0 Million. 

$16.1 Million 



·. 

- ,· THE HlPACT OF REVENUE SHARING 
ON U{E 

STATE OF OREGON 

The State of Oregon has received over $57 million in General Revenue Sharing Funds 
to date - approximately $22 mill ion each ye.'!.r. All of this money has been used to 
support local schools operating expen~itures. 

Even \·tith revenue sharing:. inflation in school operating costs has eroded the state's 
support in this area. The 1973 legislature, for example, appropriated an amount 
expected to provide more than 30 percent of school districts' expenditures. As it 
turned out:. the amount (including Revenue Sharing Funds) provides only 27 or 28 
percent ~f schoo 1 costs. -~ ~: 

Revenue sharing·payments comprise 2.7 percent of the state's 1975-77 General Fund -
resources, but they equal 19 percent· of the available increased resources. . 
Similarly, revenue sharing comprises 10 percent of the total 1975-77 state contri
bution·» to local schools, but revenue sharing is 39 percent of the increase . 
budgeted for state school support. 

I 
I· 

\olithout a continuation of revenue sharing, Oregon \·ti11 have to cut programs at the 
state level, reduce support to Jocal school districts with accompanying increases 
in property taxes, or increase state income taxes. If revenue sharing to states 
is not continued Oregon \•till 1 ose $22 mi 11 ion of income per year. At 1975-77 
budgeted levels, any one of the fol.loNi ng actions \·IOuld compensate for this loss: 

. - I 
. I Reduce state support of local schovls by 10 percent. 

Raise state personal income tax by five percent. 

- Increase tuition in the state colleges and universities by _59 percent. 
. 

- Reduce Aid to Dependent Children payments from 90 percent of need 
standard to 57 percent. 

·- ~hut down 60 percent of medica 1 services to needy persons. 

- Abolish the state's entire ~nvironmental control and natural resources 
program. 

,. 
- Eliminate all local mental health programs and close h-10 of six mental 

health hospitals.· 

- Abolish all adult and juvenile corrections programs. 

-Reduce the state•s · foster, group home and day care programs for 
children by bra-thirds. 

' EO/BAH 
4-7-75 

I-
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· September 5, 1974 ···'· · 
. .. .... ~ ,~ .... 

Dear Terry:· 
. 

As .requested in tile telephone conversation today, following 
are the beginning balances, revenues, ·expenditures and end
ing balances for Oregon's General Fund for the 1971-73 and 
1973-75 biennia: 

General Fund 1971-73 1973-75 

Beginning balances 
$ Federal Revenue Sharing .$ . 22,160,403 

General. Fund 6,086,445 64,380,108 
Total $ 6,026,445 '- .$ .. 86,540,571 

Revenu-es 
Federal Rev~nue Sharing $ 22,160~46.3* •$ 42,200,000* 
Genera 1. Fund 852,560,617 1,198,192,522 

. • to'tal $a74,721,oao $1,240,392,522 

Expendi:tures 
Federal Revenue Sharing $ $ 63,229,007 
General Fund 794.266,954 1,129,118,842 

Total ~ $794,266.954 ' ll. 192,347,849 

Ending balances 
$ 22,160,463 $ federal Revenue Sharing 1,131,456 

General fund 64,380,108 1331453,788 
Total $ 85,540,571 $· 134,585.244 

,. 

*All figures for Federal Revenue Sharing include interest 
earnings. 
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Nr. Terry Smith -2- September 5, 1974 

If you need anything els~, let me know. 
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RWS:ss. 

AIR MAIL 

. •· 

. · 

. · 

Sincerely, 

Robert W. Smith 
Administrator 
Budg2t Division 
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Dear Terry:· ..... ..... 

Attad1ed is the questionnaire you requested in .Your rrero of 
Au~t 14, 1974. As we discussed on the ohone, I have adjusted 

· the ·tiro· frames fn your qu<:!stionnaire to fft our biennial 
appropriation structure 1n C~gon. 

. 
The riumhers in i tern three a.pp!!ar to support t-Jilbur Mills' idea 
tr1at fed~ral revenue sharing to _states has r.-,erely created state 
surpluses. · Oregon is, h(!!t~ever, one of t:te many states that 

· control -- sometir.P.s almost brutally -- expenditures to stay 
\'rithin our revenues. filso ~ w~ ar:e on a bi enni a1 bu~get base to 
our exoenditures are frozen while inflation· has increased our 
income· tax take greatly •. ~1e have increased our revenue estimate 
almost $90 million since Februar,tl974. -

On the other side of the coin, the pressures to spend this money 
are increasing g~atly. There is talk of a Special Session to 
raise welfare payments and state sa1ar1P.s. In any case. I am su~ 
the P.egul ar Session whf d1 conv~ne~ 1 n January 1975 wi 11 approve _ 
Qome·. 1973-75 expend1tu~ incre!ses to comnensate for the inflation- · 

'-

ary preS~':J":S. ~. · · ., . 

In our state? federal revenue sharing was the final element that 
· made it po!sible to significantly increase local school support · ·-
payments and expand our circuit brea~er property tax relief -rogram. 
We have one of t.~e h1 ghest income taxes of any state and the 
alternatives to ·continued revenue sharing will be to further r~ise 
our income taxes at the state level, raise property taxes at the 
local school district level or seriously erode existing kindergarten 
through 12 educational programs. . . . . 

P.WS:tl 
Attach~nt 

Sincerely. 

P.obert Y. Smith 
· Jl.Gnrl n 1 s tra tor 

Budget Division 

~. ..'! . . 
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State of Oregon 

PART 1: PUBLIC ANSV!ERS 

{1) \·!hat~ in summary, has been the impcct of general revenue sharinq on 
your state's finances? 

(2) 

Elementary and Secondary Education support increase - Increase in direct 
Property Tax Relief - Avoided major state tax increase - Probably avoided 
major breakdown in local school financing pattern. 

In your best judqment, \•lhat, if any, of the follm'ling situations \•Jould have 
occurred in the FY 1973-76 time frame if there had been no federal revenue 
sharing? ··· 

Higher Income Taxes 
Higher Other Taxes 
Less Support of Elementary and Secondary Education 
Less tax relief 

(3) ~Jhat are your current estimates of the following for your state's qeneral 
revenue fund? · 

(A) 

(B) 

(C) 

Fnd 1971-73 biennium "surplus" or "balance" $ 86.5 million 

Estimated End 1973-75 biennium "surplus" or "balance" $ 134.5 million 

1973-75 biennium revenues (excluding any balance carried $ 48.0 million* 
over) ciinus 1973-75 biennium expenditures 

NOTE: If (A) minus (C) is not equal to (B) explain \'Jhy not. 

(D) 1973-75 biennium revenues 

(E) 1973-75 biennium estimated general revenue sharing 
receipts included in (D) 

$1,240.4 million 

$ 40.4 million . 

(4) ~lhat percentage of your 1973-75 biennium revenue sharing receipts v10uld you 
estimate are financing on-going programs of the state that ~tli 11 have to be 
repeated in 1975-77 biennium and subsequent years, as distinct from one time 
projects or activities? 

100 percent 

*Surplus in 1973-75 results from increased revenue resulting from inflation, whereas 
._.;.. the expenditures \•Jere controlled to stay within legislative appropriations. The 

surplus \'lill probably be reduced by additional appropriations for Helfare and state 
employes' salaries when the Legislative Assembly meets in January 1975. 

,( 
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(5) If the Nills bill \•tere to pass, denying rouqhly half the revenue sharinq 
you anticipate in 1973-75 biennium, what would be the impact on your 
financial condition? 

Reduction in state aid to Elementary and Secondary Education Hith accompanying 
increase in school property taxes or major state tax increases. 

(6) In your best judgment, \•/hat, if any, of the follm·ting situations \•/ould occur 
in the FY 1976-78 time frame if revenue sharing is not reneHed? 

Higher Income Taxes 
Higher Other Taxes 

· Less Support of Elementary and Secondary Education 
Less tax relief 

{7) OPTIONAL. Please add any comments you have on the desirability of 
continuing general revenue sharing. 

The continued receipt of Revenue Sharing money is an absolute necessity 
if the state is to mainta·;n its assistance to local school districts. 
Moreover, the present inflationary trend is placing a strain on 
future expenditures such that it \•ti 11 not be possible to continue 
existing state services \'li thout continued Revenue Sharing payment_s. 
On top of this, the state has already experienced cutbacks in social 
service programs because of federal aid reductions in this area. 

CONFIDENTIAL SECTION 

Your 1975-77 biennium budget showing 
expenditures greater than receipts 

A 1975-77 biennium tax increase 

Your 1977-79 biennium budget showing 
expenditures greater than receipts 

Your 1977-79 biennium tax increase 

-0-* 

50% 

... 
-0-* 

5%. 

-0-* 

100% 

-0-* 

50% 

{2) If you predict any probability tax increase in the above questions please list 
in order of probability \'lhich tax (e.g. sales, income etc.) you feel \vould 
likely be raised. 

{A) Income tax 
{B) Property taxes 
(C) Miscellaneous 

*State Constitution requires expend·i tures to be \·li thin projected resources. 

( ' 



( 

c 

( 

ROBERT W. STRAUS 
GOVERNOR 

The Honorable L. H. Fountain 
Chairman 
Intergovernmental Relations 

Subcommittee 
Government Operations Committee 
U.S. House of Representatives 
Washington, D.C. .20515 

Dear Mr. ·Chairman: 

OFFICE OF THE GOVERNOR 

STATE CAPITOL 

SAL.EM 973 I 0 

October 3, 1975 

The purpose of this letter is to express my concern 
over bills before Congress which would either eliminate the 
Revenue Sharing Program entirely or dilute its effectiveness. 
Included in this concern is my apprehension over the possi
bility that state governments might be excluded from receiving 
Revenue Sharing entitlements under future legislation. 

This latter possibility concerns me greatly for several 
reasons. First, Revenue Sharing entitlements have allmved 
needed program expansion and increased state support for a host 
of social service and educational programs. The elimination 
of the entitlements would certainly necessitate retrenchments 
in these areas. Also, the entitlements have allowed the state 
to increase its financial support to local school districts 
for primary and secondary educational programs. The integrity 
of this fiscal partnership will be seriously jeopardized should 
the state lose Revenue Sharing money. 

I am enclosing some material which my office provided 
to the National Governors' Conference regarding the impact of 
Revenue Sharing on the state. As indicated in this information, 
Revenue Sharing payments comprise 2.7 percent of the state's 
1975-77 General Fund resources but equal 19 percent of the 
available increased resources. All of this money is earmarked 
for support to local school districts in meeting their operating 
costs. This is not to say, however, that the impact has been 
entirely in the area of local school support. The entitlements 
have allowed the state to expand programs in the human resources 
area. This would not have been possible without Revenue Shar
ing money. 
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To say that the state could get along without future 
entitlements is not a realistic premise. Since most of the 
social services (including public assistance, mental health, 
public health, corrections and vocational rehabilitation 
programs) are provided by state government in Oregon, it would 
not be possible for us to meet even our base budget programs 
in the future without.continued Revenue Sharing payments. Even 
at that, the existing entitlements will not even·begin to 
address the mounting program demands in this area. These 
include soaring populations in the state's correctional insti
tutions, escalating needs for more community mental health 
programs, and increasing numbers of people needing .public 
assistance and medical assistance as a result of the unemploy-
ment situation and the Indochina Refugee problem. 

Also, even with Revenue Sharing,· inflation in school 
operating costs has eroded the state's support in this area. 
It will be impossible to maintain a 30 percent support.level 
of local school operating expenses without future entitlements. 
In fact, the loss of such funds will probably necessitate ab
solute dollar reductions in this program of support. This will 
certainly place local school districts in a terrific bind. In 
spite of increased support brought about by Revenue Sharing 
funds, many school district operating levies have been going. 
down to defeat for the second and third time. At the present 
time several schools are facing the very real prospect of 
shutting down if funds are not provided. This is a time when 
the state should be increasing its support .for schools, not 
reducing it. 

In short, Representative Fountain, without a continua
tion of Revenue Sharing, Oregon will have no choice but to cut 
programs at the state level and will be forced to reduce support 
to local school districts. The latter will bring about increases 
in local property taxes, bringing about even more resistance 
from voters in school elections~ 

I'm sure I join the governors of the other states in 
urging the continuation of Revenue Sharing payments to both 
states and local units of government. 

RWS:d 
Attachments 

Sincerely, 

Governor 

cc: Oregon's Congressional Delegation 
National Governors' Conference 



COMMONWEALTH OF PENNSYLVANIA 

FEDERAL REVENUE SHARING 

Federal Revenue Sharing is an essential ingredient in 
the Commonwealth's budget, and without it either vital programs 
would have to be cut, or taxes raised substantially. 

Since enactment in 1972 the State has received $330 million 
in Revenue Sharing. This fiscal year $110 million in federal funds 
will go to a number of programs in the education, health, environment 
and justice fields. 

Since Revenue Sharing funds are relatively free of Federal 
restrictions, they can be used generally for broad state purposes. 
If the program is not extended next year, it is unlikely t~1at other 
Federal programs will be enacted to offset fully, if at all, the loss 
of Revenue Sharing funds. In fact, enacting other programs might 
actually exacerbate the fiscal plight of the states if additional 
state matching were required. 

In the current yea~, Revenue Sharing funds have been used 
to increase substantially the Commonwealth's special education 
expenditures as part of a court-mandated program to guarantee a 
right to education to retarded and handicapped persons. 

In ·addition Revenue Sharing funds were-used for: 

--a program of aid to countries by reimbursing 
county court costs; 

--extension of a program of sewage treatment 
plc>nt srants to m'.lr.icipali ties i 

--occupational disease payments. 

I£ Revenue Sharing were terminated, it would be most 
difficult to continue these programs without increasing taxes. 
Since the Commonwealth's long-range General Fund projections show 
substantial deficits in both 1976-77 and 1977-78, it would be 
impossible to absorb the Revenue Sharing programs into the General 
Fund. To compensate for the loss of Revenue Sharing funds, a 10 
percent increase in income tax rates, from the present 2.1 percent 
to 2.3 percent, would be necessary. 

It would also be difficult, if not impossible, to terminate 
programs supported by Revenue Sharing since most are legislatively 
mandated and the Special Education program is mandated by the Federal 
courts. 



Revenue Sharing Statement -s-

Pennsylvania and virtually every other state and major unit of 
local government needs to know as qtiiekly as possible that GRS money 
will continue to be made available to them. We would hope that the 
Congress will act quickly and positively on the issue. Our budgets 
must be placed before our legislatures early in the coming year for 
fiscal 1977. We cannot plan intelligently until we know what the 
Congress has provided. 

Under today's circumstances, revenue sharing has become indis
pensable. We urge its extension for the next five years, with its 
basic funding structure intact. Hopefully, the American economy 
will again be healthy and with sustained balanced growth assured 
when the program expires in 1982. At that time, the Congress once 
more can review the process to determine whether the program should 
again be renewed. 

# # # 



THE IMPACT OF REVENUE SHARING ON THE 
STATE OF RHODE ISLAND 

The State of Rhode Island has received $28,912,290 in 
General Revenue Sharing to date. General Revenue Sharing 
received $9,108,642 in fiscal year 1975. 

In Rhode Island General Revenue Sharing funds have been 
programmed to stabilize the state's tax structure. The 
deepening financial crisis with its concomitant decrease 
in tax revenues has made this function increasingly criti
cal to our state's economy. 

General Revenue Sharing amounted to about 2% of the total 
budget for fiscal year 1975. This represents an amount 
approximately equal to: 

- 59% of the total expended on General Public Assistance 

- 75% of the total budget of the Department of Health 

- 76% of the total budget of the Department of community 
Affairs 

- 81% of the total budget of Rhode Island Junior College 

- 87% of the total budget of the Department of corrections 

- $1,971,364 more than the entire budget of the Department 
of Natural Resources. 



GEiiERAL REVENUE SHARING 
. . 

FISCAL IliP/\CT Ott SOUTH DAKOTA 

: 

General revcnua sharing has had a significunt finim.c1al impact on 
South Dakota. Stute governments .rccci pts \·!hi ch tota 1 about 3. 7 mi 11 ion 
Jollars ~nnually ~ccount for abo~t 6.5 percent of the total general fund re-
ceipts. . . 

The State is using their total allocation of revenue sharing funds 
for State aid for elementary and secondary education. Local school districts 
receive slightly over 16 percent of their total operating revenue in the form 
of State aid. Tnc elimination of revenue sharing funds allocated in the fonn 
of pass through State aid to education Hould reduce State support by 33 per
cl.!nt. South Dakota is already 49th in tile nation in State support for elemen
tary and secondat·y ed-.:cation. 

If State aid payments \JGt'e reduced due to elimination of general 
t-..:vcnue sh~dng the school districts Hould have to raise property taxes uy 
an average of 7 percent 1n order to maintain their current service level. 
Hu\:~v~r, one-fourth of the districts in South Dakota are at the statutorial 
r.iaximum !Jl~pe,~ty tax mill levy and could only reduce services if State aid 
\l~rc cut Lack. 

Tile Stute \IOuld face several alternatives to \'educing State aid. 
Tiw loss of revenue sharing•s · 8.7 million dollars ti'anslates to the follmJing 
types of fi seal impact on _State government. 

RHP:sdh 
,fJ/19/75 

eliminate entire State funding for the combined 
departments of Public Safety, riatui·al Hesources, 
Parks & Forestry, Agriculture, and Health. 

eliminate total State He1fare assistanc3 payn12nts. 

eliminate total State medical service paymQnts. 

reduce State support for higher education by 23 percent. 

r~duce State support for corr.::ctioris 11nd mental health 
institutions by .50 percent. 

increase sales tax by 10 percent. 

increase higher education tuition by 100 percent. 



The Impact of General Revenue· Sharing 
on the State of Tennessee 

The State government of Tennessee has received $118.5 million in General 
Revenue Sharing funds as of June 30, 1975. These funds have been expended 
in the following manner: 

1. 45% in support of State and local educational programs, 

2. 48% for State and local roads and highway programs, and 

3. 7% in support of State environmental programs. 

During Fiscal Years 1974 and 1975, General Revenue Sharing funds com- . 
prised 2. 7% of the State•s available funds. 

General Revenue Sharing funds represented 4.2% of the State•s education 
expenditures for Fiscal Years 1974 and 1975, and 7.1% of the State1s Department 
of Transportation budget for this same period. 

If the General Revenue Sharing program is discontinued, the State govern
ment will loose $40 million annually at a time when severe fiscal problems are 
already being experienced. These fiscal problems can be attributed to the 
following factors: 

1. Rapidly increasing cost of providing vital State services, 

2. State revenues are not reaching projected levels because of current 
economic conditions, and 

3. Increased commitment of State resources to provide for the needs of 
those citizens seriously affected by the current economic situation . 

. If the State government were to experience a $40 million reduction in its 
current budget, brought about by the termination in the General Revenue 
Sharing program, only two alternatives could be pursued: 

1. A severe reduction in vital State services, 

2. The imposition of an increased tax burden upon Tennessee•s citizens. 

Alternative Number 1: A reduction of State services: 

1. A reduction of the State•s health and social services programs by 
10%, or 
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The Impact of General Revenue Sharing on the State of Tennessee 
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. 2. Elimination of the natural resources and recreational program, or 

3. A 4% reduction in the State•s educational program commitment. 

Alternative Number 2: Increased tax effort: 

1. An increase of 3. 5% of the State 1s total tax effort, or 

2. Increase the State sales tax by 7%, or 

3. Increase the gas and user tax effort by 24%, or 

4. Increase the State excise tax by 30%. 
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STATE OF UTAH 
OFFICE OF THE GOVERNOR 

SALT LAKE CITY 

CALVIN L. HAMPTON 
GOVERNOR 

Steve Farber 
Executive Director 
National Governors' Conference 
1150 - 17th Street N.W. 
Washington D.C. 20036 

Dear Steve: 

December 29, 1975 

I am pleased to respond to Governor Ray's request that 
each state make an assessment of the loss of general revenue 
sharing monies on state operations. 

Revenue sharing has allowed state and local governments 
to participate in the tax yield from the income tax which is 
the most equitable and lucrative tax that governments can 
impose. Fifty eight percent of the Federal Budget comes from 
income tax. The Federal tax on corporate and individual incomes 
is so high that it has nearly preempted the field, leaving state 
and local government with only a relatively small opportunity to 
avail themselves of this most progressive of taxes. The majority 
of our state governments raise more of their revenue from sales 
and use taxes than from any other single source. Most of them 
have a graduated income tax, but the return is low, compared with 
the federal rate. In addition, the states generally impose 
gasoline taxes, other special use taxes, and a variety of special 
license charges and fees, plus some property tax. The principal 
source of revenue for local units of government is the proper-ty 
tax. In many states there are provisions for local income taxes 
and local sales and use taxes; but because of the near preemption 
of these fields by the National and the State Governments, the 
local levies are small and yield only a fraction of the necessary 
revenue to finance these governments. The property tax plus various 
fees, therefore, become the principal source of revenue of almost 
all units of local government that are subsidiary to the state. 

In Utah we have passed along the revenue sharing principle by 
using our revenue sharing money for education and abolishing the 
state property tax thereby opening this source of revenue exclusively 
to local governments. 

I would like to see the property tax abolished altogether, 
'because I believe it is the most inequitable and least responsive 
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Steve Farber 
Page 2 
December 29, 1975 

of the taxes governments impose, but this can only be possible 
if the federal government will provide state and local governments 
with a stable and progressive source of revenue derived from the 
income tax. This is what general revenue sharing can provide and 
I urge its re-enacb~ent on a permanent basis. 
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THE IMPACT OF REVENUE SHARING 

ON THE 

STATE OF VERMONT 

The State of Vermont receives approximately $5.8 million 

annually in general revenue sharing support. From the incep-

tion of the program through June 1975, the State has received 

approximately $17.7 million. 

Revenue sharing is primarily used to fund a property tax 

relief program which assists the elderly and other income 

qualified citizens to meet their property tax requirements. 

'. '· 

This program assists over 25,000 claimants annually. If revenue 

sharing payments were to cease, this program ·could be severely 

impaired. 

In fiscal year 1975 revenue sharing payments equaled ap-

proximately 3.8% of the State's General Fund. To raise an 

equivalent sum, personal income tax collection would have to 

increase by 11.4% or sales tax revenue would have to rise an 

additional 20.4 percent. This can only be achieved through 

substantial tax increases. However, since the State of Vermont 

ended fiscal year 1975 with a $9.6 million deficit and fiscal 

year 1976 may produce another substantial deficit, any increased 

revenue would have to be used for debt retirement. 

In the State of Vermont $5.8 million represents more than 

the combined General Fund support for the entire Agency of En-
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vironmental Conservation, Agency of Development and Community 

Affairs, and the Auditor of Accounts. 

( 
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Maurice B. Rowe 
Secretary of Administration 

COMM10NvVEALTif-"1 of \llRGINIA 
Office of the Governor 

Richmond 23219 

REVENUE SHARING AND THE STATE OF VIRGINIA 

The State of Virginia received approximately $41 million in general revenue 
sharing funds during the fiscal year 1975. These monies have been utilized 
to support local schools 1 operating expenses, thus allowing the State needed 
flexibility to ensure t..""J.e high quality of other programs funded from the 
general treasury. 

However, due to inflationary pressures and revenue short-falls, the Com
monwealth is confronting a serious challenge to its fiscal stability. A 
projected $60 million deficit for the 1974-76 biennium has forced austerity 
measures and curtailments in almost all program activities despite revenue 
increases of 35.7 percent in the 1974-76 beinnium over the previous biennium's 
general fund total. 

Cautious revenue projections for the 1976-78 beinniurn indicate some recovery 
from the program cut-backs. However, the aggregate Executive Department 
1976-78 biennium requests for general tax support far exceeds the estimated 
revenue. Therefore, the Commonwealth's inability to meet projected cost 
escalations and to provide essential support for State and State-aided local 
programs is in jeopardy. Some programmatic areas facing fiscal stringency 
include Medicaid, elementary-secondary education, and Social Security
retirement-insurance for State employees. In order to provide for the present 
level of Medicaid services in the 1976-78 biennium, an estimated $70 million 
increase is required. For elementary-secondary education, a restrained 
departmental proposal calls for an increase of more than $277 million. Strict 
maintenance of Social Security-retirement-insurance programs for State 
employees would require an additional estimated $71 million. 

General revenue sharing represents an important new source of revenue for 
the State. Termination of the present revenue-sharing aid will occur in the 
early part of the 1976-78 bienniurn. If these revenues are ended, Virginia 1 s 
loss will approximate $54 million. It is apparent from the experience with 
the current expenditure reduction program that the greatest dollar impact 
will fall upon programs for education, health (including mental health and 
mental retardation), and for low-income citizens and correctional activities. 

Octobe-r 9, 1975 
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REVE~IUE Sll.\RING 
The Impact on the State of 
Washington if Discontinued 

The State of Washington has received approximately $100 million in Revenue 
Sharing funds to date, which has been used to support local school district 
operations. During the 1975-77 biennium, it is estimated that the state will 
receive $63 million which is budgeted for the Teachers' Retirement System, a 
part of the total education program. 

Although the revenue sharing receipts represent only about two percent of the 
estimated State General Fund revenues for the 1975-77 biennium, the impact 
on state operations if revenue sharing were discontinued would be significant. 
The budget for the biennium recently adopted by the Legislature is balanced. 
However, the estimated surplus at June 30, 1977, is negligible. Any reduction 
in revenues that are anticipated ~ould require a reduction in spending since 
the State Constitution requires that expenditures not exceed revenues for the 
biennium plus any available surplus. 

If revenue sharing is eliminated, the State of Washington would be required 
to reassess its priorities and services. The State is now operating on a very 
austere budget, and any expenditure recuctions would creat.e difficulties. 
The budget currently in existence ~vas adopted only after many months of careful 
review and reductions. It does not contain cost of living or other across
the-board salary increases; it contains few new programs; and does not even 
provide for additional workload in all areas. 

If revenue sharing stops, we have two primary alternatives which are to raise 
taxes or reduce expenditures, or perhaps a combination of the t~vo. The first 
option is a difficult one, since the State's primary revenue source is the -
sales tax and any increase would create hardship on many of the citizens: If 
expenditures are reduced, again the impact would be most severe on those least 
able to afford it. For example, if the support at the state level for schools 
is reduced, most distri.:::ts would be required to find alternative revenue 
sources, the primary one i~ tpe property tax. The average citizen again is 
faced gith increased taxes. We can also reduce aid in our Human Resources area. 
However, if _we ·do many people living now in a marginal manner ~.;ould be forced 
to a very sub-standard way of life. Such option~ are not real.istic! 

Some extreme _examples of hm• the State of l.Jashington could adjust for a $64 
million reduction in revenues as a result of the discontinuance of Federal 
Revenue Sharing are detailed below. They are examples only. · If revenue sharing 
was discontinued, a total review of the budget would be required and no doubt 
a combination of many of the items listed belm-l 1vould occur to realize the 
expenditure reduction required. Some examples are: 

1. Reduce state employee salaries. A severe morale problem would 
no doubt occur, since based on the latest salary survey, state 
employees are paid less then prevailing rates. 
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2. Initiate a reduction-in-force. Demonstrated 'l.·lOrk.load 'l.vould 
discourage such a move, which if enacted again could lead to 
employee problems. 

3. Eliminate General F.und state support to local governments. 
Since local units of government are also facing a financial crisis, 
such ·a move could create havoc at the local level. 

4. Reduce state contribution to the employee retirement systems. 
The systems, now on a relatively sound basis, would have the{r 
actua-rially sound basis jeopardized·. Further, there would be 
extreme pressures from employee organizations. 

5. Reduce the general apportionment for schools by six percent. 
As indicated.above, hardships wouln be encountered at the local 
level since alternative sources would be necessary • 
• 

6. Raise the state sales tax. There is much resistance from 
various elements to such a p~~posal. 

7. Increase the motor vehicle tax by 50 percent. Again, the citizens 
least able to pay would be impacted quite heavily. 

8. Reduce the Mental Health program by 82 percent. Any effort at 
significant reduction would not be humane, since citizens receiving 
aid through this program are among our least fortunate. 

9. Reduce Income Maintenance by 28 percent. The level of subsistence 
is at a minimum level now. 

10. R~duce the Me-dical Assistance program by 30 percent. \ole ~annat 
deprive the unfo~tu~ate to such an extent. 

Some options. are listed above. Hmvever, any action 'l.vould need to be carefully 
thought through and 110 doubt a combination of many items would _utlim.ately be 
u·sed ~o combat a cut-off of Revenue Sharing. The potential problems would be 
large, and require much detailed analysis. Hopefully, the concept of Revenue 
Sharing "t-Jill be continued, since if not, the consequences will be felt at all 
levels of government. 
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STATE OF WEST VIRGINIA 

0 FFICE OF THE GOVERNOR HECEIVED 
CHARLESTON 25305 

1975 AUG 2 5 FU 2: 35 
August 20, 1975. GOVERNOR'S OFFICE 

ARCH A. MooRE. JR. 
GOVERNOR 

The Honorable Robert D. Ray 
Governor of Iowa 
State Capitol 
Des Moines, Iowa 50319 

Dear Goveror Ray: 

I am happy to respond to your letter concerning continuation 
of general revenue sharing, which is one of the prime objectives of 
the National Governors' Conference. 

The State of West Virginia, as of this writing, has received 
$87,560,213 from revenue sharing. These moneys have been invested 
and have earned approximately $7.5 million since the beginning of 
Federal Revenue Sharing. 

I have recommended to the West Virginia Legislature and appro
priations in the amount of $73,913,791 have been made against the 
above mentioned receipts. This has relieved quite a strain on the 
General Revenue (general taxes) Budget of the State of West Virginia. 
Also, this has made quite an impact on special projects which I feel 
are necessary and just absolutely could not be funded from the General 
Revenue Fund. 

The State of West Virginia has appropriated revenue sharing 
moneys primarily for capital outlay. Outlined below are the 
appropriations and types: 

A. Special Bridge Replacement and 
Road Services $.2 2 1 2 61, 2 5 8 

B. Construction and repairs to State 
Park System 9,506,200 

c. Capital improvements to Hen tal 
Health Facilities 2,440,000 

D. Construction and repairs to State 
Public Hospitals 301,000 

E. Construction and repairs to 
Correctional Facilities 1,230,250 

F. Construction and repairs to Higher 
Education Facilities 2,878,000 
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G. Construction of Charleston Area Medical 
Center of West Virginia University 
Medical School 

H. Construction of Agricultural Facilities 
and Lab 

I. Special Housing Development Fund 

J. Construction of Cafeteria Facilities 
in State Capitol Building 

K. Public Water Improvements {local and 
statewide) 

L. Miscellaneous Projects 

$3,124,000 

1,200,000 

2,000,000 

1,000,000 

1,000,000 

1,973,000 

Also, I am happy to say that the State of West Virginia absolutely 
saved between $23 to $30 million by paying the Vietnam bonus from 
revenue sharing, thus eliminating having to amortize fo'r a period of 
25 years. This is a real cash savings. 

I feel that if this program is not continued, many important 
catch-up projects would lay dormant and one of many special projects, 
the State Fiscal Assistance Act must, in my opinion, become a reality. 
We must urge that Congress continue this program. 

If this program were to be discontinued, the State of West 
Virginia would have to enact taxes in the Road Fund for continued 
replacement of obsolete bridges. The state park system would be re
quired to increase costs for visitors, etc. Higher education facilities 
would require an increase in both in-state and out-of-state tuition. 
The Medical Center of Charleston would require additional taxation on 
soft drinks and tuition and fees. The special housing development fund 
which is a quasi state board would grind to a halt. The public water 
improvements would be forced to be funded by the county and local 
levels and the mental health construction would be restricted to just 
a few areas instead of many locations throughout the state. 

I hope these highlights will help us in convincing Congress of 
the need for continuing the revenue sharing program. 

Sincerely yours, 

lttd 
Arch A. Moore, Jr. 

Governor 

AAMJR:sm 



WHAT GENERAL REVENUE SHARING MEANS TO WYOMING 

Since 1972, the Wyoming state government has received 

approximately $15.9 million in General Revenue Sharing Funds. 

During this same time period,· local governments in Wyoming 

received about $31.8 million from the GRS program. During 

FY 1975, revenue sharing funds comprised approximately 3.8% 

of the state's General Fund revenue, while constituting 12% of a 

typical county's general revenue and 3.5% of a typical munici

pality's budget. 

Should th~ State and Local Fiscal Assistance Act be 

allowed to expire at the end of 1976, the State of Wyoming 

will lose about $3.5 million in General Fund revenues each 

year, while annual losses to Wyoming local governments will 

exceed $6.5 million. 

To ensure compliance with regulations governing expendi

ture of GRS funds as set forth in the Act, the state utilizes 

these funds primarily for support of capital outlay projects 

and the operating budgets of state agencies which do not 

receive any other type of federal assistance. Similarly, the 

bulk of local government expenditures are in the form of 

capital outlays or one-time expenditures that reduce the cost 

of government operation. 

Of $5.9 million in accumulated GRS funds available to 

the state for expenditure during FY 1975, $478,000 (8.1%) was 

budgeted for the vHCHE program, $3,128,282 (53%) \vas budgeted 

for operations of general government, and $2,282,233 (38.9%) 

was budgeted for capital outlays. Revenue sharing funds 
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provided 100% of the budgets for the Department of Revenue 

and Taxation and the Board of Charities and Reform. 

Certainly, discontinuation of the revenue sharing program 

will not induce elimination of state programs supported by 

GRS funding (i.e. it is unlikely the state will operate without 

a Department of Revenue and Taxation). However, in order to 

maintain service levels, it is likely some alternative revenue 

measure will be needed to capture the 3.8% loss in General 

Fund revenue.* Furthermore, it is doubtful that expiration 

of the Act will result in reduced federal income tax burdens 

to the public. The taxpayer, then is pushed further into his 

cruel dilemma of higher taxes without proportional increase 

in service levels. 

Therefore, it would seem to be in Wyoming's best interest 

to promote swift and deliberate action toward Congress' renewal 

of the State and Local Fiscal Assistance Act of 1972. 

*Indeed, loss of revenue sharing funds in not the only force 
exerting upward pressures on taxes. Inflation erodes the tax 
dollar as well. Elimination of revenue sharing funds, therefore, 
only serves to exacerbate an already precarious fiscal predica
ment imposed upon state and local governments. 




