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GENERAIL: REVENUE SHARING RENEWAL --
AS ASSESSMENT OF THE LEGISLATIVE SITUATION
August, 1975

B Overview.

The President's proposed legislation to extend and revise
General Revenue Sharing (GRS) faces an uncertain future in the
Congress. The question is not only when, but if, the Congress
will enact legislation extending GRS. Further, continuation
of GRS may be accompanied by substantial changes in the exist-
ing program.

Opposition to both the program and the President's legis-
lation are found at strategic points in the legislative
process, particularly in the House of Representatives. The
nature of the opposition closely parallels that expressed in
1972, reflecting philosophical differences over the control
and distribution of Federal funds. Significantly, however,
this opposition on matters of substantive national policy and
Congressional procedure seems to have grown more intense.

At the same time, there is a good deal of apparent indif-
ference to GRS. This attitude reflects Congressional pre-
occupation with more pressing issues and can, in part, be
attributed to the lack of voter interest and pressure. GRS
is simply not a "gut” issue which is generating much excite~
ment on Capitol Hill.

Furthermore, the program's "natural” constituency,
governors, mayors and county officials and their national
organizations, have thus far not been effective in develop-
ing a more favorable climate for GRS in the Congress. This
reflects the complacent attitude of too many State and local
government officials who assume the program's continuation
and the fact that they have been seeking other forms of
"priority" assistance from the Congress. The issue of
countercyclical aid is a prime example of this latter point.

Four key issues have been identified during the course
of this analysis which must be reviewed.

First, and of most immediate concern, is the question
of continuing the existing GRS funding method as proposed
by the President. At the present time, this does not appear
to be a viable proposal, and it may be unrealistic to expect
the 94th Congress to adopt this approach. The resolution of
this issue also affects timing. Consideration could be
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delayed until after May 15, 1975, due to new Congressional
budget procedures and involve the Budget Committees as a
major step in the legislative process.

The other inter-related issues are:

*civil rights and the use of some legitimate concerns
in this area as a screen for opposition to GRS;

*more "strings" and controls with respect to the uses
of GRS funds; and

*formula modifications both in terms of "need" factors
and other alternatives.

The current legislative situation, in terms of an
effort to gain enactment of a major domestic bill within
four months, would be fatal in most instances. While evi-
dence indicates that GRS renewal within this time-frame
may be possible, any chance of success requires a dramatic
shift in the current Congressional climate. As a first
step, we need a realistic assessment of our legislative
and political objectives and how we hope to achieve them.

ITI. Senate ‘%%“wmjj

It is anticipated that the Finance Committee will mark-
up GRS renewal legislation in late September or early October.
The schedule is dependent on the disposition of energy
legislation now pending in the Committee.

In general, there is considerable bi-partisan and
diverse ideological support for GRS in the Senate.

There is, for example, little dissatisfaction with the
existing allocation formula. Attempts to distribute more
funds to areas of greater "need" or place more restrictions
on this expenditure may not be serious threats.

Considerable concern over civil rights will generate
great debate and could result in adoption of a broader non-
discrimination provision than proposed by the Administration.
However, it is not expected that those who use the civil
rights issue as a screen for their philosophical opposition
to the program will succeed in making major substantive
changes in the operation of the program itself.
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The major policy issue which may emerge in Committee
and certainly on the Floor is the matter of appropriations.
This was the most controversial issue during Senate consi-
deration in 1972 and produced a major confrontation between
the Finance and Appropriations Committees. Although the
Senate upheld the position of the Finance Committee in
reporting the combined authorization-appropriation bill by
a 15 vote margin (34-49), there is some unconfirmed doubt
as to Senator Long's willingness to contest this issue
again. Aside from the serious political aspects of this
issue, the substantive justification of continuing this
method of funding has been questioned.

Obviously, the previously close vote raises a question
about the views of 23 "new" Senators now sitting and the
impact of the Budget Act on the views of those Senators who
had voted for the existing GRS funding method in 1972.

With respect to the latter, a five~year authorization-

_ appropriation conflicts with the concept of a meaningful
Congressional budget role and many Senators may be hesitant
to violate that principle.

There are critical legislative considerations depen-
dent upon the resolution of this issue. '

Senate origination and adoption this Fall of any GRS
renewal legislation which resembled the President's pro-
posed bill would be a major breakthrough. This is essential
in order to enhance our efforts to prevent the eventual
enactment of more sweeping changes in GRS as a result of
possible House action. Passage of a bill that also endorsed
the President's proposed continuation of the present funding
method would be a dramatic demonstration of support and have
considerable impact in the House. Without question, the
favorable resolution of the appropriations issue would give
us considerable leverage and needed flexibility.

Similarly, the failure to uphold this position could
be equally dangerous. It would end any chance of gaining
Congressional adoption of this appropriations approach and,
perhaps, weaken our defense against other attempts to modify
the program in the House.

Therefore, our approach on this issue must be based
upon clear understandings. Careful soundings must be taken
with Senator Long and Members of the Finance Committee, the
Senate Leadership, Republican Members of the Appropriations
Committee, and other key Democratic and Republican GRS
supporters (e.g. Muskie, Baker).

* % %
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House of Representatives.

The GRS picture in the House is clouded. There are

dramatic differences between the climate and membership-

of the House in 1972 and the present House of Representa-
tives. Opposition to GRS is definitely more intense and
located at strategic points in the legislative process. In
brief, the basic facts are: '

*Shift in jurisdiction to a new Committee headed by

a hostile, partisan Chairman and before a subcom-
mittee chairman who is, at best, a lukewarm supporter
of the program.

*The Committee's Democratic membership is void of any

strong GRS advocates and most Members have expressed
serious concerns or indifference. The Republican
Members had all previously supported GRS but need

. considerable outside support. Additionally, the

Majority staff is weak and lacks expertise in this
area.

*A 35% turnover in the House membership since 1972

(154 "new" Members). 40% of the Members who sup-
ported GRS in 1972 on the critical Rule vote are no
longer serving in this Congress, and the vote margin
among those still serving is only 8 (as opposed to
38). Approximately 50% of the Republican Members who
supported GRS are no longer in the House.

*The Appropriations Committee remains skeptical of
GRS and intensely opposed to the existing funding
method. Chairman Mahon will seek to regain lost
prestige on this issue and Jack Brooks will do
everything he can to help. ~ :

*The Democratic Leadership is either indifferent at
this time (Albert and O'Neill) or strenuously
opposed to the program (McFall, Bradamas and P.
Burton). There is little appetite for an internal
war on this issue and possible strong GRS Floor
leaders have not emerged.

*The Congressional Budget Act adds a new dimension
to the issue and will greatly complicate consider-
ation.
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*OQutside opposition groups consider, with some merit,
the "liberal" House as more receptive to their views.

Under these circumstances the lack of interest and -
action on GRS renewal is not surprising. There is still
no definitive word as to when hearings will begin on GRS
renewal. The schedule and possible course of action is
complicated by the countercyclical aid issue. The eventual
resolution of countercyclical aid will dictate the timing
of GRS hearings (late September or October) and there is
still the possibility that countercyclical and GRS could
be combined in one bill.

In marked contrast with the Senate situation, the major
‘issues all represent serious legislative threats to GRS
renewal. Basic policy questions debated and resolved in
1972 are being revisted. The pivotal issue remains the
question of continuing the present method of GRS funding.

Compelling evidence supports the view that the House
will not adopt a continuation of the existing method of
funding. Based on the foregoing analysis, one must question
whether or not the Congressional leadership and the votes to
win on this issue can be generated.

This is not to argue, however, that an effort should
not be made. To the contrary, dependent upon the Senate's
action, a respectable demonstration of strength at the sub-
‘committee and committee level might add to the leverage we
will need to prevent the adoption of other unwanted modifi-
cations in the operation of the GRS program.

At this point, the overall situation is volatile and
insufficient information is available to predict the fate
of GRS legislation in the House.

Obviously, no one looks toward a floor situation
similar to 1972. It seems certain that supporters of GRS
will be on the defensive, and there will be no protection
in terms of as favorable a rule. Further, it is not
beyond reason to anticipate a wide-open debate on the Floor,
regardless of what the committee reports.

What is known, however, is that absent the nature and
scope of Congressional support evidenced in 1972, we must
find ways of creating an equally effective pro-GRS coalition
in the House. The success of this effort will depend on the
Senate's support for the Administration's position, the
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extent of subsequent negotiations with key House Members,
(for example, a possible compromlse with those concerned
about the appropriations issue, but otherwise fully sup-~
portive of the President's position) and the ability of the
Administration and other GRS supporters to generate public
awareness and interest in the program's renewal.

IV. Conclusion

This assessment perhaps raises as many questions as
it answers. Major problem areas and issues have been
identified and .a careful re-evaluation of certain positions
is indicated.

The President has initiated GRS renewal legislation
and it would be a mistake to put ourselves in a position of
constantly reacting on this issue. Every effort must be
made to ensure that this leadership posture is maintained.

The enactment of GRS was a major breakthrough in
Federal-State relations. It represents the beginning of
a more rational, viable approach to Federal assistance
programs and the Administration is closely identified
with the program. For this reason, the defeat of GRS or
a substantial modification of the program changing its
basic philosophlcal character would be viewed as a
serious setback in the domestic policy area.

Additionally, the Administration has been criticized
for its alledged failure to provide assistance to hard-
pressed State and local governments. A strong and success-
ful effort to gain GRS renewal could help blunt that
criticism and turn the issue on the Congress in the
process. GRS has been a highly successful and effective
program of assistance to units of State and local govern-—
ments. Congressional failure to extend GRS would have a
devastating impact on State and local governments. The
possibility of additional layoffs, cuts in essential ser-
vices and increased taxes as a result of Congressional
inaction should not be allowed to escape public attention.

kkkkkkkk
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THE WHITE HOUSE
WASHINGTON Q W

August 8, 1975
»
.
MEMORANDUM FOR J NON A !l )
FROM ER

SUBJECT: Counter—cyciical Aid/
General Revenue Sharing

I have been trying to gain some insight into the
counter-cyclical legislation and its possible impact
on General Revenue Sharing renewal.

The House Democratic leadership, backed by the U. S.
Conference of Mayors and other interested groups,

is putting pressure on Brooks to drop any jurisdic-
tional claim to a conference report on the Public
Works Bill containing a counter-cyclical provision.
They would obviously like to have a clean political
yea or nay vote on this matter.

Personally, I think that there may be more form than
substance to Brooks' opposition. His political
instincts being what they are, the institutional argu-
ment regarding committee prerogative could be a public
screen for some unrelated back door maneuvering.

In any event, because of the political perspective

the leadership has placed on this issue, it is unlikely
that they will want to go to the floor if it will be
defeated, with a large Democratic desertion, or even

be embarrassingly close on a purely procedural motion.
Given their demonstrated inability to count accurately
thus far and the strength of the Republican opposition,
they are, needless to. say, somewhat cautious and
insecure at the present time.

There is also the fact that a number of Mayors are

concerned with the results of the present counter-

cyclical formula as Pat Delaney previously reported.

The Board of the League of Cities has apparently o
been given a staff document which raises some serious (ﬁﬁﬂgj\
guestions about the bill's impact. % <
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Because of these problems, the Mayors' have expressed
interest in an agreement to drop counter-cyclical from
the Public Works Bill if Brooks would agree to take
immediate action in his committee on a counter-cyclical
proposal separate from General Revenue Sharing.

Since we did not anticipate early September action by
the House committee, any possible delay caused by this
route might not be harmful to our timetable. Of
course, depending on the fate of counter-cyclical, it
could continue to complicate revenue sharing renewal.

cc: Jim Falk



THE WHITE HOUSE

WASHINGTON

August 12, 19

MEMORANDUM FOR THE PRESIDENT
FROM:

SUBJECT: Countercyclical Legislation

BACKGROUND

At a recent meeting at the White House with representatives of the U.S.
Conference of Mayors, Secretary Simon and Director Lynn indicated
that we would review our position on the pending countercyclical legis-
lation. (S 1359 -- Intergovernmental Countercyclical Legislation Act) .

Attached is a memorandum from Jim Lynn to you recommending your
continued opposition to this proposal. Max Friedersdorf, Jack Marsh,
Bill Seidman, Jim Falk, Counsel's Office (Lazarus), and I concur in
this recommendation.

The recent Governors' Conference in New Orleans failed to adopt a
countercyclical resolution for fear that it would jeopardize the pending
legislation for the reenactment of general revenue sharing, and I be-
lieve this is a valid concern.

In the past few weeks, we have received a number of telephone calls
from Mayors who have formerly supported countercyclical legislation,
however, with the modified formula these Mayors are now saying pri-
vately that they are reluctant to support such legislation.

RECOMMENDATION

That you continue to oppose the pending countercyclical legislation.

Approve Disapprove | Qe Py

Attachments | SN /y



THE WHITE HOUSE

WASHINGTON

August 20, 1975

MEMORANDUM FOR JIM CANNON

THROUGH JIM CAVANAUEH

FROM PAUL MYER

SUBJECT: General Revenue Sharing --

Vice President's Meeting
With Key House Members

The attached memorandum from yourself to Vice President
Rockefeller has been prepared in response to our pre-

vious discussion. I was not certain as
thing as formal as this was required; however,
you might be able to use this as i or disc\ssion
with him.




THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR

THE VICE PRESIDENT

FROM JIM CANNON
-SUBJECT: Renewal of General Revenue Sharing
Program -- Proposed Meetings with Key

House Members

As you know, the President's proposed legislation to extend
and revise the General Revenue Sharing (GRS) program faces
an uncertain future in the House of Representatives. At
the present time, there is little evidence of intense sup-
port in the House; and in a large part, we find much
indifference to the program. Further, the change of
jurisdiction over General Revenue Sharing from the Ways and
Means Committee to the House Committee on Government Opera-
tions has caused a number of problems. Of particular
concern at this time is the Chairman, Jack Brooks of Texas.
No friend of revenue sharing, he has expressed strong
philosophical problems with the program and favors annual
Congressional review and appropriations. The appropriate
subcommittee chairman, L. H. Fountain of North Carolina,
has not demonstrated any strong advocacy of General Revenue
Sharing renewal. Their attitudes and related other legis-
lative and political problems have resulted in a serious
barrier to our efforts to move the President's bill.

On the minority side, the ranking minority members of the
full committee and subcommittee, Frank Horton and Jack
Wydler, respectively, have been less than enthusiastic

about moving General Revenue Sharing through the House this
year. They believe that it is unrealistic and that there

are both political and legislative dividends if consideration
is delayed until 1976. While not a major problem, it
requires some attention in order to bolster the Republicans
on the committee. i
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Given this situation, we have embarked on a course of

action designed to create a more receptive atmosphere

and expedite the favorable consideration of the Presi-
dent's legislation in the House Committee. I believe

that your involvement at this stage could be extremely
effective in helping to turn this situation around.

It is my recommendation that you initiate two separate
meetings: one, with Brooks and Fountain; the other,

with Horton, Wydler and the two additional Republican
members of the subcommittee, Bud Brown and Bob Kasten.

Paul Myer, who has recently joined the White House Staff
to handle the revenue sharing legislation, and I would
participate in these meetings.

If you agree with this recommendation, I will work out
the details with your office and arrange to have the
appropriate briefing materials prepared for you.






























THE WHITE Housk

WASHINGTON

Aug. 15, 1975
JMC:

We ran this past Jack Marsh
pPrior to sending to vail.

Attachment






THE WHITE HOUSE

WASHINGTON

August 13, 1975

MEMORANDUM FOR: JIM CANNON
FROM: JIM FALK ?
SUBJECT: Attached Letter
BACKGROUND

Attached is a letter to Congressman Bill Frenzel from the
President responding to his letter of July 11, in regard
to general revenue sharing.

RECOMMENDATION

That you sign the attached memorandum and forward the
letter to Congressman Frenzel to the President for his
signature.

Attachments



THE WHITE HOUSE

WASHINGTON

August 13, 1975

MEMORANDUM FOR THE PRESIDENT _ 0\
=~ - }\ QA oV T~
FROM: JIM CANNON )/2%14 ?W\/ Qe

SUBJECT: Attached Letter

BACKGROUND

Congressman Bill Frenzel has written to you expressing

concern over your position with regard to general revenue
sharing. :

RECOMMENDATION

That the attached letter be transmitted over your signature.
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

‘September 2, 1975

MEMORANDUM FOR JIM CANNON
L Y
FROM PAUL MYER *
SUBJECT: GRS Formula Modification--

Letter to Cong. Frenzel

The mention of a slight GRS formula modification you
questioned in the attached letter to Cong. Frenzel refers
to our proposal to raise the 145% per capita limitation
over a five-year period to 175%. This proposed change
represents a modification of certain formula provisions
of the Act (Sec. 108--Entitlements of Local Governments).

While not technically a change in the formula (the basic
distribution factors are retained--Sections 106 and 107),
it will affect the actual allocations received by eligible
units of local government, allowing some urban areas and
poorer jurisdictions to receive a slightly higher level of
funding. 1In fact, this modification has been presented by
the Administration as a means of providing additional GRS
funds to financially hard-pressed urban jurisdictions.
(The negative impact of this phased change on other com-
munities is partially offset by the proposed $150 million
annual increase in funds.)

This point will be made clearer in future correspondence.

Attachment
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‘ WASHINGTON . 77,{/”
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August 12, 1975 wal‘ﬁ/ . '
Dear Bill: }

I appreciate and share your concern about any changes in
the General Revenue Sharing program which might adver-
sely affect local governmental jurisdictions in your District.
‘The existing distribution formula has served the purposes

of the program well, and I have advocated its continuation W

in my proposed renewal legislation.

S you know, there has been some discussion of changing

he formula to provide mor ral cities.
hile I have recommendef] a slight modification whieh will / /
nd c i

omewhat benefit needy u er juris-

ictions, my legislafiomwill not have a negative impact

n other recipients. In fact, I have rejected any proposal
to deprive smaller communities, which also have a legiti-
mate need for assistance, of Federal Revenue Sharing funds.

L 4

Just prior to the meeting which prompted your letter, the
U.S. Conférence of Mayors, comprised of mayors from large
urban areas, adopted a strong resolution endorsing continu-
ation of the General Revenue Sharing program with no change
in the distribution formula. I am pleased to have their support
and believe this position will enhance the efforts tc gain Con-
gressional approval of my legislation.

I also discussed with the Mayors the need for assistance to
financially hard-pressed states and units of local government .
I believe the candid discussion was useful in gaining an under-
standing of the policies necessary to achieve our objectives

in a fiscally sound and responsible manner,

47

5




Again, thank you for bringing this matter to my attention.
With warmest personal regards,

Sincerely,

The Honorable Bill Frenzel
House of Representatives
Washington, D. C. 20515
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BILL FRENZEL

PHIRD DISARICT, MINNESOTA
1’ WASHINGTON OFFICE:

T
DISTRICT OFFICES:

MRS. MAYBETH CHRISTENSEN, MANAGER
120 FEDERAL BUILDING
MINNEAPOLIS, MINNESOTA 55401
612.723-2173

1026 L::;g::‘;iuu.oms @ﬂ ngregs Dt tbe @anitzb | %tateg MISS SANDRA KLUG, MANAGER

searr omzoron Housge of BRepresentatives
Waghington, D.EC. 20515

July 11, 1975

The Honorable Gerald R. Ford
The White House
Washington, DC

{4“\ Dear Mr. President:

The mayors and county officials 1in my
about your special meeting on the subj

3601 Parx CENTER BOULEVARD
S7. Louss PARK, MInNzsoTA 55416
612-925-4540

district are concerned
ect of Revenue Sharing

with some of the big city mayors. They are particularly

concerned that revenue sharing not be
special program of assistance to the 1

They suggest that it might be a good t
with officials of smaller municipaliti
to provide a balance. I have informed
promoting Revenue Sharing for its own
special program for big city mayors.

to be the policy of your administratio

Yours very

converted into a
arge cities.

hing for you to meet

es, counties and States
them that you have been
sake and not as a

I hope that continues

n.

truly,

Pt Cornge

: Bill Frenze
. Member of C
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1
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THIS STATIONERY PRINTED ON PAPER MADE WITH RECYCLED FIBERS



THE WHITE HOUSE
WASHINGTON

Aug. 7, 1975

FOR: M CAVANAUGH
FROM: MYER

Attached is a draft letter

for the President's signa-

ture to Cong. Frenzel
regarding General Revenue
Sharing.
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THE WHITE HOUSE
WASHINGTON
DATE:  gyl1y 18, 1975
TO: JIM FALK
FROM: JIM CAVAKAUG

SUBJ: General ReverMie Sharing

FYI

Action x ' \\
Please draft a reply for
the President's

signature ASAP.
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The Honorable Bill Frenzel
House of Representatives
Washington, D. C. 20515

Dear Bill:

I appreciate and share your concern about any changes in
the General Revenue Sharing program which might adversely
affect local governmental jurisdictions in your District.
The existing distribution formula has served the purposes
of the program well, and I have advocated its continuation.
in my propésed renewal legis;ation.

As you;know, there has been some discussion of changing
the formula to provide more funds to large central cities.
While I have recommended arslight modification which will
somewhat benefit needy urban and certain poorer jurisdictions,

my legislation &ill not have a negative impact on other
| i
recipie@ts. In fact, I gave rejected any proposal to

| A e
Nt

deprive smaller communities, which also have a legitimate. . . "~ «Q\
| - 21
need for assistance, of Federal Revenue Sharing funds. . *f
. - ~

Just prior to the meeting which prompted your letter, L

the U. S. Conference of Mayors, comprised of Mayors from
large urban areas, adopted a strong resolution endorsing
continuation of the General Revenue Sharing program with
no change in the distribution formula. I am pleased to have
their support and believe this position will enhance the

efforts to gain Congressional approval of my legislation.
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I also discussed with the Mayors the need for assistance
to financially hard-pressed States and units of local govern-
ment. I believe the candid discussion was useful in gaining
an understanding of the policies necessary to achieve our
objectives in a fiscally sound and responsible manner.

Again, thank you for bringing this matter to my attention.

With warmest personal regards,

GRF
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~ July 17, 1975

Dear Bill:

Thank you for your July 11 letter to the President expressing

on behalf of the officials in your District their concern that

the principles of .general revenue sharing may be changed in such

a way that emphasis is placed on providing aid to the large cities.

You may be assured that the direction of the program will not
change and that all units of state and local government, regard-
less of size, will be eligible for their proportionate share.

In addition to the copy of the President’s remarks at the briefing
on General Revenue Sharing, which I am enclosing, I have asked
for a report on the substantive discussion at the meeting, which
will be sent to you as soon as it is prepared. 1 trust that this
material will serve to allay the concerns of your constituents.

With kindest regards,

Sincerely,

Vernon . Loen
Deputy Assistant
to the President

The Honorable Bill Frenzel
House of Representatives
Washington, D.C. 20515

Enclosure o L NG
émff/;;;;coming to James Cannon fo
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draft reply within SEVEN day

please.
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[ . NS . . - siwsenSEN, MANAGER

THirD D1 1CT, MINNESOTA 120 FEDERAL BUILDING
—— MINNEAPOLIS, MiNNESOTA 55401

108 Loramarr e Congress of the Wnited SLafeg e svons ove wowoen
swarr oincron Thouse of Repregentatives ST Lo P e

RICHARD D. WILLOW

Washington, D.E. 20515
July 11, 1975
The Honorable Gerald R. Ford

The White House
Washington, DC

QD

o Dear Mr. President;

The mayors and county officials in my district are concerned
about your special meeting on the subject of Revenue Sharing
with some of the big city mayors. They are particularly
concerned that revenue sharing not be converted into a
special program of assistance to the large cities.

They suggest that it might be a good thing for you to meet

with officials of smaller municipalities, counties and states
' lto provide a balance. T have informed them that you have been

promoting Revenue Sharing for its. own sake and not as a

special program for big city mayors. I_hope that continues

to be the policy of your administration.

Yours Very truly,
' Bil1l Frenzel

Member of Congress

BF:pce
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(Myer) September 3, 1975
General Revenue Sharing has been a highly successful and effective
program. Since enactment, $20.4 billion in direct, flexible aid

has been provided to State and local governments. To date, the
State of California has received $2.1 billion under this program
and, by the end of Fiscal Year 1976, the amount will be $2.8 billion.
General Revenue Sharing has provided your State government with
approximately $216 million annually since 1972 and all local govern-
ments within the State about $431 million. Under my proposed legis-
lation to extend this wvital brogram, the State and local governments
here would receive roughly $733 million annually. General Revenue
Sharing expires in December, 1976, and I have called upon the Cong-
ress to extend and revise the program thlS year. Congre551ona1
action during 1975 is essential in order to enable States and units
of local government to deal with their severe fiscal problems and
meet increasing demands for public services. Unfortunately, the-
renewal legislation faces an uncertain future in the Congress. . The
question is not only when, but if, the Congress will re-enact this
vital program. There is much indifference\to General Revenue Shar-
ing and considerable opposition to its continuation. I tell you,
candidly, General Revenue Sharing is in jeopardy and the efforts to
gain re-enactment will not succeed without your active involvement
and support. General Revenue Sharing is more than a sound concept
of Federalism. You know the devastating impact Congressional

failure to extend this program would have on State and local govern-

ments. I hope you will begin to share that knowledge with Members
of Congress. gfﬁ?’ffx
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

September 10, 1975

MEMORANDUM FOR JZM CANNON
FROM PAUL MYER
SUBJECT: Local Government Maintenance

of Effort Under General Reve-
nue Sharing -- New York City
Situation

This is in response to your question of yesterday for
information about the maintenance of effort provisions
in the State and Local Fiscal Assistance Act of 1972
(Public Law 92-512) and their possible relationship

to the New York City situation.

There is no maintenance of effort requirement for local
governments in the Act. The only section in the Act
relating to maintenance of effort is Sec. 107(b) (31
U.S.C.A. § 1226(b)) which requires a State government to
maintain its existing level of aid to local units of
government. Moreover, the legislative history of the
Act specifically recognizes that local governments would
not be required to maintain the level of their own prior
expenditures in those areas which became priority expen-
ditures under the Act (S. Rept. 92-1050, Part I, 92nd
Cong., 2nd Sess.). Similarly, there is no requirement
that once a priority expenditure has been funded by a
local unit of government that the level of funding must
be maintained or continued at all.

The clear intent of the Act is to allow local units of
governments to decide where to spend revenue sharing
funds subject only to the requirement that such funds
may be used within the priority expenditure categories.

I have reviewed this matter with staff from Treasury and
the Office of Revenue Sharing. No provisions of the Act
or ORS regulations appear to have any adverse affect on
the use of GRS funds by New York City in its present cir-
cumstances.



THE SECRETARY OF THE TREASURY

9/19/75

TO: BILL SEIDMAN

I agree with Jim Cannon
but think please of my response
at Revenue Sharing hearings.

WES






THE WHITE HOUSE

WASHINGTON

September 16, 1975

MEMORANDUM FOR: BILI. SEIDMAN
FROM: JIM CANNO
SUBJECT: Announceme of Presidential

Countercyclical Aid Decision

I am informed that the Economic Policy Board will be
considering the announcement of the President's recent
decision on countercyclical aid. Ed Schmults' office
is drafting a letter from Secretary Simon to Mayor
Landrieu reiterating our stance.

I believe this would be a serious mistake and advise
against any announcement of that decision at this time
for the following reason: o

The countercyclical aid legislation has not been sent
to conference; the bill remains at the Speaker's desk.
It is being held because the key Democrats involved
cannot agree on what to do with this legislation.
Without going into detail, the Mayors, ALF-CIO and
others are focused on serious Congressional problems-—-
problems representing a more formidable barrier to their
goal of attaining countercyclical aid than the position
of the Administration at the present time.

Question: Why should we announce now and give everyone
a target and excuse? Under the circumstances, the
President would be blamed for their failure to achieve
‘Congressional consensus on this program.

I recognize that such a decision will eventually have
to be announced. However, unless the decision must be
announced now, I urge delay. %Q‘C“OQ\



MEMORANDUM ,///’

October 2¢, 1775

Jim Cannon: I had an appointment of long-standing with Charlie

to discuss GRS renewal. Conversation inevitably turned to the

NYC situation. He has been working a good deal on the problem

of a legislative solution (see outline of ideas in attached).
Charlie is concerned about the Administration's position and
"missed opportunities" regarding the President's ability to shape
legislation which would satisfy both policy and political concerns.
Shares view that Ashley is inclined to produce a tough bill and
work hard to get it through the House. Circumstances are such
that liberals would be forced to accept a bill which is atractive
to bi-partisan conservative majority. Questions how the Adminis-
tration can sit on the sidelines during developing stage, eventually

forced to sign or veto a bill. Paul Myer












GENERAL REVENUE SHARING SRR

House Subcommittee hearings will conclude on
Tuesday, December 2, 1975, with an appearance by
Secretary Simon. The Secretary will review the Admin-
istration's position on major issues which emerged
during the hearings, answer any questions, and call
for immediate mark-up. The House Floor Calendar and
incompleted staff work raises questions about the mark-
up schedule and chances of much progress prior to the
Christmas adjournment. Some informal meetings designed
to explore the issues and give direction to the staff
appears to be most likely course of action. Actual
Subcommittee mark-up on substantive matters will be
delayed until early January.

Public interest groups continue to intensify their
lobbying campaign, focusing on key Democratic members of
the House Leadership and the Government Operations Com-
mittee. Following the National Association of Counties
rally, attended by 1700 local government officials, the
National League of Cities plans to make General Revenue
Sharing renewal a major theme of their upcoming national
meeting. The next two months should witness a number of
actions by governors, mayors and county officials to
demonstrate the support for General Revenue Sharing and

the need for early Congressional action.

Paul J. Myer November 25, 1975



THE WHITE HOUSE

WASHINGTON

December 11, 1975

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: JIM CANNON

FROM: JIM CONNORBEG

The attached newspaper clipping was returned in the President's
outbox with the following notation:

"From the Grand Rapids Paper --
Very dangerous. "

Please follow-up with appropriate action.

cc: Dick Cheney

Article Attached from The Grand Rapids Press
Sunday, December 7, 1975
""Local Governments Pay Little Heed to Talk of
End to Revenue Sha ring"






THE WHITE HOUSE

WASHINGTON

December 15, 1975

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR ~ JIM CANNON
v
FROM ;l PAUL MYER
SUBJECT: X Grand Rapids Press Article

on General Revenue Sharing
Renewal

There are two aspects of the Grand Rapids Press article

on General Revenue Sharing which merit attention. First,
the attitude of State and local government officials has
been of concern to us for some time. However, the article
is not an accurate analysis of the current situation.

In August, 1975, our assessment of the GRS situation noted
that the President's renewal legislation was in trouble,
in part, because "the program's 'natural' constituency,
governors, mayors, and county officials and their national
organizations have, thus far, not been effective in
developing a more favorable climate for GRS in the Cong-
ress. This reflects the complacent attitude of too many
State and local government officials who assume the pro-
gram's continuation... ." Additionally, it should be
noted that Treasury had done little to dispell this atti-
tude or encourage action by these officials on GRS
renewal.

Given this situation, a key element of our renewal strategy
has been to focus on State and local government officials
directly and through their national and State associations.
Without question, this effort must be sustained to insure
that the President's initiative and interest in GRS retains
high public visibility. I believe that this effort is now
beginning to have some impact, and evidence of a changing
attitude will continue to be reflected in the lobbying
efforts of State and local government officials. (For your
background information, attached are two documents from
State municipal leagues outlining the GRS renewal campaigns
in their States.)



Page Two

Further, the House Subcommittee will not begin mark-up of

a bill until late January. The fiscal realities of delayed
action and possible modification of the program which could
result in entitlement reductions will obviously generate
considerably more interest and alarm. Note that many com-
munities and States are prohibited from including antici-
patory revenues based upon a possible Congressional enact-
ment in their budgets. As a result, budgets will necessarily
reflect both less GRS income and the related fiscal and
program consequences.

The second point partially reflected in this article con-
cerns the fact that GRS renewal will probably be a central
issue in the Congressional debate on the FY 1977 budget.
There is a presumption that the President's budget for 1977
will include proposed reductions in other forms of assis-
tance to State and local governments. Beyond doubt, the
issues will be inevitably joined and intensify public inter-
est group involvement. It is conceivable that the fight to
gain renewal of GRS will take on much of the tone and
character of the controversy generated by this program at
the time of its original enactment. While substantial prog-
ress has been made toward gaining assurances of positive
Congressional action on some form of GRS renewal legislation,
considerable barriers block the course to adoption of a bill
consistent with the President's proposal and philosophy.
































