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ention tlie ttrm federalism to the average Ameri-

can citizen and you are likely to get little more

than a blank stare as a response. The concept of federal-

ism was central to tire Framers’ efforts to design a viable

constitutional system, yet one rarely hears it meirtioned

in the irews, let alone in general conversations about poll-

tics. Nevertheless, federalism aird the related concept of

intergovernmental relations are at the heart of almost

every major controversy that arises in our constitutional

M > How relevant is federalism today?

Federalism and the Evolution

of a Compromise

> How has federalism changed over
the past two centuries of American
constitutional development?

The Actors of American

Federalism

> Who are the major actors in the
U.S. federal system, and wliat roles
do they play in the federal system?

system.
Consider the battle over North Carolina's “bathroom

law.’

On March 23, 2٥16, following a special session of the
North Carolina state legislature, governor Pat McCory
signed into law “House Bill 2" (ΗΒ2), a bill addressing
who could (and could not) use "single-sex multiple occu-
pancy bathrooms and changing facilities" in public
schools and public buildings. In addition, the law also
prohibited any local government in North Carolina from
passing ordinances designed to prevent discriminatory
employment practices by businesses operating within
their jurisdiction.

The bill was a major setback in the effort of the state's
lesbian, gay, bisexual, and transgender (LGBT) move-
ment to expand civil rights protections (see Clrapter 5) to
members of its community. Specifically, ΗΒ2 was aimed
at preventing the city of Charlotte ffom implementing a
local ordinance passed one month earlier that prohibited

Most ofthe news reports about government and politics we hear on a daily
basis relate to what is taking place in Wastiington. But most of the impor-
tant business of governing actually occurs at the state and local levels and
through the institutions of federalism. Pictured here is thelexas State
Capitol, located in Austin. 73
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discrimination against customers by local busi-

nesses on the basis of sexual orientation or gender

identity and included specific provisions prevent-

ing discrimination against the use of public bath-

room facilities by transgender customers.د

fffi Background to ΗΒ2
The Charlotte ordinance was the product of a debate
dating back to the early I990s regarding nondiscrimi-
nation policies and whether (and how) they should
apply to the LGBT community. The issue reemerged
in 2014 when the U.S. Department of Education
issued a "guidance” to local school districts that re-
ceived federal funding regarding provisions of the gov-
ernment’s 1972 Education Amendments related to sex

and gender discrimination, also known as Title IX.
"Title IX'S sex discrimination prohibition extends to
claims of discrimination based on gender identity or
failure to conform to stereotypical notions of mascu-
linity or femininity,” the document noted. “Similarly,
the actual or perceived sexual orientation or gender
identity of the parties does not change a school's
obligations.”

In response, arguing that the city schools are at risk
of losing federal education funds, local advocates for
expanding the nondiscrimination policies of Charlotte
to include sexual orientation put the issue on the city
council agenda. In March 2015, by a vote of 6-5, the
ordinance was defeated, but it became a major issue in
the next city council election. The ordinance was rein-

traduced before the newly elected council in February 2016 and passed by a vote
of 7-4. It included a provision supporting the right of transgender individuals to
use the public facilities of their choice. Trat action sparked a call by opponents
for action by the state legislature, and the result was ΗΒ2.

RESTROOM
THIS RESTROOM MAY BE USED BY

ANY PERSON REGARDLESS OF
GENDER IDENTITY OR EXPRESSION

The lesbian, gay, bisexual, and transgender community has
been actively pursuing changing local laws regarding access
to public toilet facilities. In February 2015, twelve restrooms at
San Diego's International Airport were converted to
gender-neutral bathrooms, with signage indicating, "Anyone
can use this restroom, regardless of gender identity or
expression."

Title IX A provision of the
federal government's
Education Amendments Act
of 1972 that prohibits
discrimination on the basis

of sex by "any education
program or activity
receiving federal fi nancial
assistance." It is enforced by
theU.S. Department of
Education's Office of Civil

Rights.

The Backlash. The passage of ΗΒ2 generated what one source called a political
storm in the state, with reverberations nationwide. Within days of its passage,
major corporations—some with major offices in North Carolina employing
hundreds—expressed opposition to ΗΒ2 and publicly pushed for repeal. One
major company that had planned to locate a regional office in the state employing
four hundred (PayPal) canceled its plans. Several conferences scheduled to be
held in North Carolina were moved elsewhere, and several other states prohib-
ited “nonessential” travel to North Carolina by their employees. Trere were reac-
tions as well from the sports and entertainment industry. Tie National Basketball
Association announced it was reviewing its decision to play the 2017 All-Star
game in Charlotte (it eventually moved the event to New Orleans), and the
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National Collegiate Athletic Association noted that future decisions regarding

the location of postseason tournaments would take such laws into account. And
in moves that drew nationwide attention in the media, Bruce Springsteen, Ringo

Starr, and other entertainers canceled engagements in the state in solidarity with

the anti-HB2 forces. After canceling a sold-out tour stop in Greensboro just days

before it was scheduled, Springsteen noted in a press release that “Some things

are more important than a rock show, and this fight against prejudice and

bigotry . . . is one of them.”2

The backlash against ΗΒ2 and related measures being considered in other
states (e.g.j Mississippi, Georgia, Tennessee) had some impact over the follotv-

ing weeks. In North Carolina, the state's attorney general decided that his office

could not and would not defend the law if it was challenged in the courts, and

the governor issued an executive order clarifying the legislation’s impact on state

employees and suggested that certain provisions of the law be reconsidered.

But the national government did not feel that those changes went far enough,

and in eai-ly May the U.S. Department of Justice notified North Carolina that

ΗΒ2 was discriminatory under federal law and sought assurances that the state
officials “would not comply with or implement House Bill 2's restriction on rest-

room access.” In response, on May 9 the state sued the federal government, which

in turn brought legal action against the state asking the courts to stop implemen-

tation of the discriminatory provisions of ΗΒ2. In addition, the Department of
Justice threatened to cut off access to millions of dollars in federal fttnds. A few

days after the Department of Justice's legal action against North Carolina, the

u.s. Department of Education reinforced its earlier “guidance” by sending a

letter to all state governments noting that they risked legal action as well as the

loss of federal funds if their schools failed to comply with the requirement tlrat

“transgender students must be allowed to use rest rooms that are 'consistent with

their gender identity.'”

The Role of Preemption. Tae most obvious impact of ΗΒ2 is that passage of
the bathroom law placed issues related to LGBT civil rights high on the national

political agenda, and the controversy continued through 2016. But it also drew

attention to an obscure legal concept that has played a critical role in some of the

most significant controversies that have arisen under the U.S. Constitution. In

matters of law, that concept—preemption—is defined as the act of one legal

authority displacing or precluding the action of another jurisdiction.

In the case of ΗΒ2, the North Carolina legislature exercised its legal authority
to “preempt” the city of Charlotte (and all other local governments in the state)

from passing or implementing policies regarding nondiscrimination against

members of the LGBT community. In addition, they prohibited North Carolina's

local jurisdictions from passing any laws regarding employment discrimination.

All such matters, the law states, are to be subject to state law, not local law. What

this law did was, in effect, put a damper on the emerging national movement to

end sex-orientation discrimination though changes in local laws. Although other

state legislatures had considered similar laws. North Carolina’s was the first to

pass such a sweeping preemptive measure that undermined the ability of local

governments to deal with issues of discrimination in their communities.

Preemption Alega!

concept involving the act

ofone legal authority

displacing or precluding
tlie action of another

jurisdiction.
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Similarly, the steps taken by the U.S. Department ofjustice were also based on
preemption. Preemption is central to the principle of national supremacy (see
Chapter 2) found in Article VI of the U.S. Constitution that essentially settles
any issue where the laws of states come into conflict with those of the national

government by holding that national policies should prevail, dhus, a few days
after the Department ofjustice's suit agalnstNorth Carolina, tlie U.S. Department
of Education reinforced its earlier "guidance” by sending a letter to all fifty state
governments noting that they risked legal action as well as the loss of federal
funds if their schools failed to comply with the requirement that "transgender
students must be allowed to use rest rooms that are 'consistent with their gender
identity.'”^dftis action proved to be controversial, and in October 2016 the US
Supreme Court announced that it tvould hear a case challenging enforcement of
that guidance.

Sovereignty and Self-Government
In this chapter we will focus on American federalism and intergovernmental
relations, and in the process we will see how legal preemption has played—and
continues to play-a major role in shaping how the United States is governed.
Historically, preemption has posed a challenge to two of the most important
myths about American government: the myth of states sovereignty and the myth of
local ؟el^goveruwieut.

The State Sovereignty Myth. The states' sovereignty myth (also known as the
"states' rights” myth) is based on a view that the Constitution should be inter-
preted in a way that gives priority to the laws and policies of states in those areas
where it did not give explicit jurisdiction to the national government. As we will

the argument for states’ rights plays a role in controversies from the earliest
days of the republic, when the focus was on the banks and slavery, to recent con-
troversies over Obamacare (the Affordable Care Act) and environmental regula-
tions. The myth holds that a fundamental and enduring characteristic of the
American constitutional system is a division between the national and state gov-
ernments in which each is capable of exercising some authority over certain mat-
ters under its jurisdiction. Although seemingly a very abstract idea, sovereignty
was an important legal concept for the Framers. For state officials, the myth
stresses their responsibility in dealing with many governmental functions close
to the people, and for national officials it highlights the importance of taking into
consideration the priorities and needs of state and local governments.

see؛

Sovere!gnty A concept
focused on the uاtاmate

source of author!ty in any
political system.

Local Self-Government. The myth of local self-government reflects a long-
standing and fundamental belief that at the heart of American democracy is the
capacity for citizens to govern themselves in all local matters. Rather than state
sovereignty, this myth focuses on the idea of popular sovereignty. Alexis de Toc-
queville, a French visitor to the United States in the I830s, took special note of
the strong commitment Americans had toward their local governments. “They
are independent in all that concerns themselves alone,” he noted about the New
England towns he visited, "and among the inhabitants . . .I believe that not a
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man is to be found who would acknowledge that the state has any right to inter-
fere in their town affairs. The towns of New England buy and sell, sue and are
sued, augment or diminish their budgets, and no [statej administrative authority
ever thinks of offering any opposition.” 4 As we see in the section on the role of
local government in the American federal system, the legal reality is quite differ-
ent from the myth, but the myth of local self-government retains its hold on the
general public.

Like the other myths discussed in this book, neither is inherently true nor
inherently falsej rather, different interests have regarded these myths as more or
less true over the decades. For those who work in government, the myths can
help them make sense of many of the complex relationships that emerge under
the federalism arrangement.

Federalism: Evolution of a Compromise
> How has federa!lsm changed over the past two centuries of American

constitutional development?

Among all the compromises and bargains struck at the Constitutional Conven-
tion in 1787, none remain more central to the design and future of American
government than those that addressed the division of powers between the states
and the national government. Almost at the outset, the relationships between the
states and the national government were controversial, just as they are today.
What Iras changed over time are the issues at the center of those controversies.

As the product of compromises and bargains among the Framers, federalism
had only a vague form when it was first implemented in 1789. As noted in
Chapter 2, the proceedings of the convention were held behind closed doors, and
the Framers had agreed that no one would discuss what took place that summer
in Philadelphia—a promise most of them kept for decades. During the debates
over ratification, however, many expressed their opinions about the proposed ar-
rangement, and some did so in response to issues raised by opponents of the new
government. And so, without any preconceived notions about how the attempt to
mix national and state sovereignties should be worked out, the nation's new rulers
engaged in an ongoing debate from the outset.

State-centered
federalism Ihe view that
the Constitution allowed the

national government only
limited powers and that the
states could overrule

national laws if they
determined that those laws
were in violation of the
Constitution.Battes .ver Meaning (ใ790ร-ใ86٥ร)

At first, the debate focused on the question of which of the two levels of govern-

ment should take precedence when the two were in conflict: Was the national

government primary in all regards, or could states ignore the laws of Congress

when they chose? Two competing answers emerged, one centered on the states
and the other on the nation.5

Supporters of state-centered federalism wanted to allow the national gov-

ernment only limited powers. Tris position was first articulated by bornas

Jefferson and James Madison in 1798 as they argued that states should be able

overrule national laws if they determined that those laws violated provisions of

the u.s. Constitution.. Called nullification, this approach was rejected by tire

Nullification A legal theory

espoused by advocates of
state-centered federalism

that asserted the right of

individual states to nullify or

invalidate congressional
laws and federal court

decisions they regarded as

unconstitutional.
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federal courts as earty as 1809, but would later reemerge a number of times during
this period when state governments would assert their right to nullify or invali-
date congressional policies. For example, in the I830s South Carolina attempted
to nullify congressional tariff policies, which it regarded as unconstitutional.
During the I850s, abolitionists in several northern states attempted to nullify
provision of the Fugitive Slave Act of 1850. dire question of nullification was es-
sentially settled by the Civil War.

Proponents of nation-centered federalism argued that the authority of the
national government goes beyond the responsibilities listed in Article I, Sec-
tion 8, of the Constitution. They contended that the necessary and proper clause
and the principle of national supremacy give the natioiral government additional
powers to act. Alexander Hamilton was an early advocate of this view, and it was
the basis for the u.s Supreme Court's 1819 decision in McCulloch i'. Maryland
(see the discussion of that case in Chapter 2, on constitutional  foundations). Five
years later, in Gibbons V. Ogden (1824), the Supreme Court dealt another blow to
the proponents of state power when it held that a New York law that established
a steamboat monopoly between New York City and New Jersey was not consti-
tutional. Only the national government, the Court ruled, could regulate “com-
mereiai intercourse”-that is, interstate commerce-between states.

The supporters of the state-centered approach did get some relief when, start-
ing in the late I830s, the Supreme Court made a number of rulings that estala-
lished the existence of sovereign police powers, which a state could exercise as
part of its duty "to advance the safety, happiness, and prosperity of its people.”8
The existence of these police powers was used to justify state jtirisdiction over
economic matters.

The debate between advocates of state-centered and nation-centered federal-

Nation-centered

the author!ty of the national
government goes beyond
the responsibilities listed in
Article I, Section 8, ofthe
Constitution; it is based on

the necessary and proper
clause and the principle of
national supremacy.

Interstate commerce Trade
across state lines, in contrast
to intrastate (within state
boundaries) trade and
foreign trade.

Police powers The powers
of state governments over
the regulation of behavior
within their borders. These

police powers were used to
justify state jurisdiction over
economic matters.

ism was also conducted on the floor of Congress. Much of it focused on the issue
of slavery, and at times the heated discussions turned bitter and even violent. In

one particularly notable episode in the period leading up to the Civil Wara sena-
tor from Massachusetts was beaten unconscious with a cane on the Senate floor

by an angry member of the House.. Ultimately, the conflict over slavery was
settled on the battlefields of the Civil War. Out of that bloody confrontation
between the North and the South, nation-centered federalism seemed to emerge
victorious. The Civil War, it seemed, made it formally possible for the national
government to claim a dominant position in the federal system. In reality, how-
ever, the story was quite different. As we will see, the myth of state sovereignty
was not killed by the Civil War.Dual federalism The

perspective on federalism
that emerged after the Civil
War. It viewed the national

and state governments as
equal but independent
partners, with each
responsible for distinct
policy functions and each
barred from interfering with
the other's work.

From Separation to Cooperation (186٥ร-า920ร)
Instead of domination by the national government, what developed after the

Civil War was a system of dual federalism, under which the national and state

governments were regarded as equal partners—that is, as equally sovereign.

Under dual federalism, each level of government is perceived as being responsible

for distinct policy functions, and each is barred from interfering with the other's
work. Thus, whereas earlier cases had established that the states could not inter-

fere with the national government’s regulation of interstate trade, post-Civil
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War decisions held that the national government could not interfere with the

power of the states to regulate the sale or manufacture of products or services

within their own borders. Starting immediately after the Civil War, the Supreme

Court declared in a series of rulings that insurance, fishing, lumbering, mining,

manufacturing, building, banking, and a variety of other economic activities

were not subject to federal regulation but rather could be regulated under the

police powers of individual states.

The most explicit statement of dual federalism was issued in 1871, when the
Court held that within the borders of each state there are "two governments,

restricted in their sphere of action, but independent of each other, and supreme

within their respective spheres.” Neither, the Court said, can intrude on or in-

terfere with the other's actions.ذه In, in Hammer V. Dagenhart (1918), the
Court declared that those powers "not expressly delegated to the National Gov-
ernment are reserved” for the states. دن  I Court's use of the word “expressly”
was important because it is not a term found in the Constitution; in particular,
it is not found in the Tenth Amendment, which addressed this very issue. In
fact, when the Tenth Amendment was debated In the U.S. Congress in 1789,
the inclusion of this term was voted down.12 But the myth of state sovereignty
was an important feature of the way many people were viewing federalism at the
time of the Hammer case. Is, the decision was an expression of dual federal-
ism at its height.

Despite the Court's reliance on dual federalism during this period, the formal
separation between the two levels of government was breaking down in the
world of practical politics. Tae first step in this process was grant-in-aid
programs, tlirough which state policies and programs were partially fttnded or
given other support. Tae Morrill Act (1862) gave federal land grants to states for
the purpose of establishing agricultural colleges.i3 Later, cash grants helped

G٢ant-!n-aid

programs Federal
appropriations that are
given to states and localities
to fund state policies and
programs. Ihe Morrill Act
(1862) was the fi rst instance
ofsucit a program.

ع Prior to the Civil War, disputes
over federalism and slavery
were taken guite seriously. Sen-
ator Charles Sumner, an ardent
abolitionist from Massachu-

setts, was nearly caned to death
on the Senate fl oor by Preston
Brooks, a member of the U.S.
House of Representatives from
South Carolina. Brooks had

taken exception to remarks
Sumner had made about some

proslavery members of
Congress.
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States with agricultura! experiment stations, textbook programs for the blind,
marine schools, forestry programs, agricultural extension services, state soldiers'
homes, vocational schools, road construction, and  a variety of other projects. By
1927 these grant programs were bringing state governments ®123 million in
national funds annually

Ţ.ward Cooperation and Intergovernmental
Relations٥٠930s-؛l950s٦
The Great Depression of the I930s significantly altered the relationship be-
tween Washington and the states. Demand for public services grew. At the same
time, state and local governments were in an extremely tight financial situation,
because tax revenues had fallen as the economy declined. The national govern-
ment was expected and willing to respond. Tltere was an explosion of new and
cooperative programs in which the national and state governments shared an
increasing number of functions. A new kind of relationship had emerged that
recognized the interdependence of Washington and state and local govern-
ments. Called intergovernmental relations, or IGR, it is a system in which the
various levels of government share functions, and each level is able to influence
the others.

!ntergovernmental
relations (!GR, The style of
federalism that recognizes
the interdependence of
Washington and state and
local governments. The
various levels of

government share
functions, and each level is
able to influence the others.

The emergence ofIGR was an important development in the history ofAmer-
lean federalism. It meant that the formal and highly legalistic form of federalism
that had previously existed was being replaced by  a more flexible and informal
approach to nation-state relations. Furthermore, once interactions among vari-
ous levels of government were treated as IGR rather than as federalism, the door
was open for greater participation by many more actors on the federalism stage.
Local and regional governments and even private and community groups could
now find a role to play.

Under the new system, a variety of grant-in-aid programs were offered,
which covered a wide range of policy concerns. The number and size of these
programs grew dramatically during this period, increasing ftom ®100 million
in 1930 to .8 billion in 1960.5؛ The emergence of IGR was the foundation for

Cooperative federalism
A period of cooperation
between state and national

governments that began
during the Great
Depression.Ttie national
government began to take
on new responsibilities, and
state and local officials

accepted the government as
anally, not an enemy.

Categorical, or conditional,
grants-in-aid Money given
to the states and localities

by Congress to be used for
limited purposes under
specific rules.

this period of cooperative federalism. Conflict between Washington and the
states diminished somewhat as public officials worried less about what level of
government performed certain functions and more about their specific program
responsibilities. State and national officials began to see each other as “allies,
not as enemies.»16

At the heart of the system of IGR were a variety of grant-in-aid programs
that financed highways, social and educational projects, and other programs.
Many were categorical, or conditional, grants-in-aid, under which state gov-
ernments received federal funding for specific purposes only if they met certain
general requirements. For example, state highway departments were expected to
operate in an efficient and businesslike fashion, free of corruption and undue
political influence. Similar standards were applied to welfare programs. If states
failed to meet those standards, federal support was withdrawn or sometimes the
program was taken over, ^tus, during the Depression, Washington took charge
of public assistance programs in six states where officials could not meet federal
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During the 195٥ร and 196٥ร,
many cities built major airports

with the help of large grants

provided by the federal govern-

ment. However, the controver-

sial and expensive Denver

International Airport, opened in

1995 after much delay, was the

first major facility to be built

since the early 1970s.
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requirements. And they closely watched public welfare programs in other states
to ensure that they were following federal rules.

Under other federal programs, states received formula grants based on popu-
lation, the number of eligible persons, per capita income, or some other factor.
One of the largest of these grants, the Hill-Burton program, used a formula that
was heavily weighted to favor states with substantial low-income populations. By
1986, more than $3 billion in Hill-Burton funds had been used to construct and
modernize health-care facilities throughout the United States.

Project grants are awarded only after submission of a specific proposal for a
project or plan of action. The Housing Act of 1937 was one of the earliest and
largest of these programs. Under the provisions of that act, local governments
could obtain funds to build public housing. By the I960s, there were more than
4,000 such projects, with more than half a million dwelling units. In many in-
stances, the national government required recipient governments to provide a
certain percentage of the funds needed to implement the programs. Among these
matching grants was a program that provided aid to dependent children under
the Social Security Act of 1935 and one that gave states $9 for every dollar spent
to build interstate highways.

Just as states found it to their benefit to relax their earlier insistence on assert-
ing states' rights, cities and other local governments also became participants in
the federal system during this period. As we will discuss, by the I930s, Ameri-
can cities were regarded as merely subdivisions of the states. Grants or other
forms of support came from state capitals, not from Washington. In 1932, for
instance, only the District of Columbia (the nation’s capital) received aid from
the national government. By 1940, however, the situation had changed, ^at
year, the national government handed out ®278 million in direct grants-in-aid

Formula grants Grants
given to states and localities
on the basis of population,
the number of eligible
persons, per capita income,
or other factors.

Project grants Grants
awarded to states and
localities for a specific
program or plan of action.

Matching grants Programs
in which the national

government requires
recipient governments to
provide a certain
percentage of the funds
needed to implement the
programs.
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to local governments for a variety of public housing and public works programs.
In the I950s, the national government expanded the types of projects it would
support to include slum clearance, urban renewal, and airport construction. By
the start of the I960s, local governments were receiving SS92 million worth of
direct grants.17

The Urban Focus (I960s-I970s)
The IGR system continued to grow during the I960s and I970s, and by 1980
grant-in-aid programs to S'tate and local governments had surpassed $85 billion.
Starting in 1960, other notable changes also took place.؛؟ For example, grant
systems expanded into new policy areas. The percentage of funds devoted to
highways and public assistance declined, and funding for programs in the areas
of education, health care, environmental protection, worker training, housing,
and community development increased significantly.

In a shift in the flow of funds, a growing number of intergovernmental pro-
grams were targeted at local, rather than state, governments. President Lyndon
B. Johnson's Great Society policies included dozens of new and innovative grant
programs witli an urban focus. For the first time, community-based programs for
feeding the urban poor, training the unemployed, and educating the children of
low-income families received support. One of the major themes of these pro-
grams was to liave “maximum feasible participation” by the recipient communi-
ties in the funded programs—a reflection of the local self-government myth. To
highlight the importance of this initiative in the Johnson administration, many
of these programs were brought under the control of the White House Office of
Economic Opportunity. Another important initiative, the Model Cities
Program, was designed to help cities develop projects addressing a variety of
economic and social problems.؛. In 1974, many of these and related programs
were consolidated under community development grants. By 1985, the national
government was disbursing nearly $5 billion directly to local governments
through these programs.

Until the early I960s, Washington used federal grants simply to help states
and localities perform their traditional governmental functions. State and local
governments might have been asked to modify their personnel policies or their
methods of bidding for contracts, but they rarely had to take on new policy
responsibilities as a requirement for receiving federal funds. In contrast, the
grant programs of the I960s and I970s were increasingly designed to involve
these governments in achieving national policy objectives. States or localities
that initiated new or special programs promoting national goals received sub-
stantial grants. The Model Cities Program, for example, encouraged cities to
institute programs for improving the quality of life for poor and low-income
groups. In other instances, Washington threatened to reduce or cut off funding
to governments that failed to change their old policies or to adopt new ones
that complied with national standards. It was during this period, for example,
that the national government used the threat of withholding highway funds
from states that did not lower their maximum speed limits to fi fty-five miles
per hour.2٠
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ReformingandDevoIving(1970s-1990s)
Inevitablyi therapidspreadofgrantprogramsandtheirrequirements ledto
problems.Localrecipientscriticizedfbderalo缶cialsfbradministeringprograms
withoutregardfbrtheuniquecircumstancesanddilemmasthattheywerefacing.
Stateofficialscomplainedthatthenationalgovernmentignoredthemindesign-
ingandimplementingmanynewPrograms・Bothstateandlocalofficialscom-
plainedabout the increasingnumberofstrings attachedtofederalgrants,
especialb,policymandates,whichmanyrecipientgovernmentsregardedas
costl,, irrelevant,andinappropriate.Atthesametime,membersofCongress
reactedimpatientlytothepoorcoordinationandcooperationinthemassivelGR
system.Asaresult, therewasalmostconstantpressuretorefbrmthegrant
svstern,

Innovations･Respondingtopressuresfbranincreasedrolefbrstateandlocal
oHicials,Washingtontookanumberofstepsdesignedtoloosenitscontrolover
grantprogramsandtoenhancestateandlocalauthority.Duringtheearb'1970s,
fbrinstance,thefbderalgovernmentprovidedfUndstosupportthefbrmationof
localandregionalcouncilsofgovernments. 'Iheseassociationsoflocalgovern-
mentshelpedtheirmembergovernmentscontendwithsuchcommonproblems
ascoordinatinglocalapplicationsfbrfbderalgrants.Inaddition,PresidentJohn-
sonandhissuccessor,RichardM.Nixon,reorganizedtheadministrationofthe
grantsystem,increasingthepoweroffbderalregionalofficestoeasetheburdens
onbothstateandlocalgovernments.
Intwoadditionalrefbrmefﾓbrts， thenationalgovernment introducednew

fi,ndingsystemsdesignedtofilrtherreduceitscontrolandmakeprocedures
moreHexible.Mostoftheprogramsestablishedbefbrethistimehadbeenbased
oncategorical,orconditional,grants, inwhichmoneygiventothestatesand
localitieswastobeusedfbrlimitedpurposesunderspecificrules. Inthemid-
1960s,however,Congressintroducedblockgrants.BIockgrantswereawayof
consolidatingcategoricalgrantsinagivenareasothattherecipientswouldhave
greater且eedomintheiruseoffimdsandsothatpaperworkwouldbereduced.
Byl974,sevenm"orblockgrantswereinexistencethatcoveredsuchareasas
health,education,andothersocialservices.Thesegrantsgavestateandlocalof
ficialsmorefifeedominrunningtheirprogramsandffeedthemfromsomeofthe
annoyingmandatesattachedtocategoricalgrants.Nevertheless, infinancial
terms, theyrepresentedonlyasmallportionofthetotalamountoffbderalaid
flowingtostatesandlocalities.
Theothernewfbrmoffbderalaidwascalledgeneralrevenuesharing.This

smallbutinnovativegrant-in-aidprogramhadnosignificantconditionsattached
toit.StateandlocalgovernmentsreceivedfUndsaccordingtoacomplexfbrmula
basedonpopulationandrelatedfactors.Inthelatel970s,theprogramwasmod-
ifiedconsiderably,anditsfimdingwasreduced.Byl988,ithaddisappeared丘om
theintergovernmentalsystem.
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TheRea9anYears. 'Ihelatel970sandearlyl980sproducedmaiorchangesin
IGR.Mostobviouswasthereductioninfederalfimdingtostatesandlocalities
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throughgrants-in-aid.Grantmoneybegantodeclineinl979,butthemostsig-
nifIcantdropsoccurredduringpresidentRonaldReagan'sfirstyearsinofIice.It
wasnearlyadecadebefbrefbderalaidreturnedtoitspre-Reaganadministration
levels.2'

InadditiontoreducingfbderalfUnding,Reaganalsoattemptedam"orover-
hauloftheintergovernmentalsystem.HefbrmallyproposedtoCongressthat
manygovernmentfimctio,,sbereturnedtothestates.Inexchange,thenational
governmentwouldassumemostpublicwelfhreprograms.Whenthatstrategy
ft'iled,ReaganadministrationofIicialstriedtobringaboutchangesbyaqusting
thewayinwhichgrant-in-aidprogramswereadministered・ 'I]1eseeffbrtshada
m"orimpactonthe企deralsystem.22Atthesametime,Congresswasconsoli-
datingmorecategoricalprogramsintobroadblockgrantprograms.Duringthe
firsthalfofthel980s,Congressconverteddozensofcategoricalprogramsinto
aboutadozenblockgrants・Despitetheseeffbrts,however,hundredsofcategori-
calgrantprogramsremainedonthebooks.Byl988-thelastyearoftheReagan
adminiStration-the national government was spending an estimated
$116billionongrants-in-aidtostatesandlOcalities.

ThereislittledisputethattheReaganadministrationsignificantlychanged
thedirectionoflGR,atleastfbrtheshortterm.Althoughtheabsoluteamount
offbderaldollarsgoingfbrgrant-in-aidprogramsincreasedthroughmostofthe
1980s(fifom$91.3billioninfiscalyear[FY]1980to$121.9billioninFY1989)、
thetotalamountinconstant-dollarterms(adiustedfbrinHation)declinedduring
mostofthatperiod, actuallydroppingfiFom$168.5billioninFY1980to
$148.1billioninFY1989(inl996dollars).Onb,afterReaganleftofficedid
grantexpendituresincreaseinbothabsoluteandconstantterms.23

Moreimportant,duringthisperiodstatesandlocalitieswerebecomingless
dependentonfbderaldollarsfbrcarryingouttheirwork.Fbrexample, in1978,
26.5centsofeverydollarspentbystateandlocalgovernmentscamefomthe
nationalgovernment.Byl990,however,only17.9centsofeverydollarspentby
statesandlocalitiescouldbelinkedtoafbderalgrant-in-aid.Asoneobserverput
it,theReaganyearsrepresentedtheyearsof"fbnd-fbr-yourself''federalism.24

BushandClinton.PresidentGeorgeH.W.Bushlaunchednomflorinitiatives
intheareaoflGR.Nevertheless, twofactorsemergedthatgavecausefbrcon-
cern.First,thecombinationofcutbacksinfbderalfUndingandanextendedeco-
nomicrecessioncreatedfiscalcrisesinstatesandlocalitiesthroughoutthenation.
Becausemanystatesandlocalitieswererequiredtohavebalancedbudgets,the
flscalcrisesoftheearlyl990shadanimmediateimpactandcouldnotberesolved
throughgovernmentalborrowing.States丘omConnecticuttoCalifbrniawere
fbrcedtotaketheunpopularstepsofcuttingbudgetsand/brraisingtaxes.How-
ever,theHowoffbderalgrant-in-aidmoneytostatesandlocalitiespickeduponce
again,andbythetimeBushleftoffice,theamounthadincreased丘om$121bil-
lioninFY1989to$193billioninFY1993.

AsecondfilctorshapinglGRduringtheearlyl990swasthegrowingnumber
ofpolicypressuresandfbderallymandatedcoststhatstatesandlocalitieshadto
shoulder.ThepolicypressurescameprimarilyfifomtheWhiteHousebecause
presidentGeorgeH.W.Bushmadeeducationandthe"WaronDrugs"program
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two of his top priorities. Although Bush called for major reforms and initiatives
in these specific areas, he made no request for additional federal funding for the
states and localities that would Irave to carry out many of the policy changes he
was suggesting, ^us, although he held conferences and made speeches on the
need for local schools to engage in costly educational reforms. President Bush did
not support funding for any major new or special programs to accomplish those
objectives. Similarly, his much-touted War on Drugs required nearly ®500 mil-
lion in federal funds, but most of the money was earmarked for federal law en-
forcement efforts and aid to foreign countries. State and local officials complained
bitterly that they needed more money if they were to do their part. After all, they
argued, it was the states and localities that had to deal with drug use and its
consequences.

Congress was also a source of problems. Members offered and passed well-
intentioned legislation requiring state and local action but failed to deal with the
associated costs of the new programs. In addition to the previously passed re-
quirements for environmental cleanup. Congress in 199٥ passed the much-
heralded Americans with Disabilities Act, which included provisions for greater
public access to services, transportation facilities, and so forth that would require
millions of dollars in additional state and local expenditures for years to come.

Known as unfunded mandates, these unfinanced or underfinanced burdens
on states and localities became a major issue in national politics and policymak-
ing.25 By 1994, federal lawmakers had developed greater sensitivity to these bur-
dens. The debates on legislation, such as that dealing with clean water, increasingly
included consideration of those responsibilities and who should pay for them. In
response, in 1995 Congress passed the Unfunded Mandates Reform Act, which
required the Congressional Budget Office (CBO) (see Chapter 11, on Congress)
to monitor proposals and highlight those that might generate unfunded man-
dates for state and local governments that exceeded a ®50 million (in 1996 dol-
lars) threshold amount. What their annual reports show is that although many
bills considered by Congress impacting states and local governments include un-
funded mandates, few, if any, meet the threshold level. For example, of the
224 public laws enacted in 2014, only 16 included intergovernmental mandates,
and none was estimated by the Congressional Budget Office to have costs that
exceed the intergovernmental threshold.

President Bill Clinton was also sensitive to the growing demands being made
on states and localities when lie came into office in 1993. As governor of Arkan-
sas for twelve years, he had developed a national reputation as an innovative
leader who understood and appreciated the role of states in the federal system.
After less than two weeks in office, Clinton held  a meeting with the nation's
governors to hear their complaints and suggestions. Although his administration
did not propose any major reforms of the intergovernmental system, Clinton did
establish a policy that permitted federal officials to loosen program requirements
to allow states and localities greater flexibility to innovate.

This approach of giving states and localities more room to determine the
policies they were to enforce became part of a more general movement toward
devolution in the IGR system. Devolution involved having the national gov-
ernment turn over more frrnctions with greater responsibility to state and local

Unfunded mandates

Requ!red act!ons !mposed
on !owe٢-!eve! governments
by federa! (and state,
governments that are not
accompanied by money to
pay for the activities being
mandated.
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more functions and

responsibiüties to states
and!oca!itiesinthe

intergovernmental system.
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governments. During the Clinton years, federal outlays for state and local grants
continued to climb, even as welfare programs were reformed and other respon-
sibilities were devolved. By FY 2001—the final budget of Clinton's term in
office—the national government was spending ®317.2 billion on grants—more
than double what it had been sending to states and localities a decade earlier.
As Important, in constant-dollar terms (again based on 2005 dollars), the value
of those grants had risen to ®354.8 billion in FY 2001 from ®210.4 billion in
FY 1991.

Twenty-Flrst-Century Cha!!enges (2001 and Beyond?)
dhe growth in federal grants to states and localities has continued under the
George w. Bush and Obama administrations, with events such as the attacks of
September 11, 2001, the financial market collapse of 2008, and the increasingly
divisive nature ofu.s. politics playing critical roles in some of the increases.

Bush I!. The presidency of George w. Bush began with plans not only to con-
tinue the efforts at devolution,^؟ but also to bring about at least two major changes
in IGR. One initiative was in the area of education, in which Bush received hi-
partisan support for passage of the No Child Left Behind initiative in 2002 that
greatly expanded the federal government's influence in the operations of local
schools. No Child Left Behind was carried forward through the Obama presi-
deney, although by 2015 it had been altered many times as criticisms mounted
(see Chapter 15, online).

A second important initiative came early in his term, when Bush endorsed an
effort to allow faith-based organizations to play  a major role in the delivery of
social and community services that were funded through the federal govern-
ment. The idea was to remove the legal and administrative obstacles that stopped
federal funding of church-related organizations, such as the Salvation Army and
local African American congregations that were effectively providing social ser-
vices in local communities. Bush created the high-profile White House Office of
Faith-Based and Community Initiatives,25 but the initiative immediately ran
into opposition from those who feared that it would violate the separation of
church and state (see the discussion of First Amendment rights in Chapter 4) and
also from some religious leaders, who regarded it as a threat to church autonomy.
Nevertheless, the Bush administration pushed ahead. By 2008, the White House
enhanced that effort by requiring all federal intergovernmental grant programs
to give consideration to faith-based initiatives and organizations. The effort was
modified and extended to include secular neighborhood organizations by the
incoming Obama administration in 2009, which maintains a White House office
to oversee and promote the involvement of faith-based organizations in intergov-
emmental programs.

But perhaps the most significant developments in intergovernmental relation-
ships during the Bush years were unplanned and came in response to the events
of September 11, 2001. The first priority of the Bush administration's federalism
agenda became strengthening homeland security in the fight against terrorism.
The war on terrorism has had a major impact on the policies and programs of
American government. Whereas initially most attention was given to military

Faith-based organizations
Church-re!ated social

service organizations.

Homeland security
Domestic programs
intended to prevent and,
when necessary, deal with
the consequences of
terrorist attacks on U.S. soil.
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responses, by the spring of 2002 attention had turned to domestic security con-
cerns. State and local authorities played a central role in dealing with homeland
security issues, from providing security at airports to making plans to guard and
protect water supplies and other major public facilities. A request for billions of
dollars of federal assistance to first-response agencies—that is, state and local law
enforcement, emergency management, and fi refighting units—was high on the
list of priorities, as were plans to help improve communications  and cooperation
among governments at all levels.3؛

State Initiatives and the Court. In addition to White House initiatives, many

changes in IGR have resulted from innovative state programs and some impor-
tant U.S. Supreme Court decisions. In areas in which some states believe the
federal government is not doing enough, a number of states have taken the lead
with innovative policies and programs. In 2006, a bipartisan effort led by Cali-
fornia governor Arnold Schwarzenegger led to the passage of groundbreaking
laws designed to cut the state's greenhouse gas emissions by 25 percent by 2020.
^rat same year, a major reform of state health insurance laws in Massacliusetts
was being viewed by some as the model for other states—and eventually the na-
tional government. More controversially, in response to what was perceived as lax
federal enforcement of national immigration laws, Arizona in 2010 passed legis-
lation that made illegal immigration a state crime. The law immediately drew
critical reactions from the Obama administration and was soon successfully
challenged in the courts.

In the Supreme Court, starting in the late I980s,  a slim majority of the justices
began to lean in the direction of a more state-centered view of federalism that took
tire constitutional concept of state sovereignty seriously. The influence of that ma-
jority has become increasingly evident over the years, and in 1999 the Court Issued
several decisions that indicated that it would play a major role in shaping the fed-
eralism of the frrture. The trend has continued. Within the Court, at least, the

myth of state sovereignty has been taken more seriously with each passing year.
Tlris shift was reflected in a 2002 decision that overturned an effort by a federal
agency (in this instance, the Federal Maritime Commission) to hear a private citi-
zen’s complaint against a state agency (tire Ports Authority of South Carolina).
“Dual sovereignty is a defining feature of the Nation's constitutional blueprint,”
wrote justice Clarence Thomas in the majority opinion. “States, upon ratification
of the Constitution, did not consent to become mere appendages of the Federal
Government. Ratlier, they entered the Union 'with their sovereignty intact.'

The Obama Years. Economic and political conditions have also had major im-
pacts on today's federalism. In response to the economic crisis created by the
collapse of financial markets in the fall of 2008, Congress passed the American
Recovery and Reinvestment Act of 2009, a large “stimulus package” that con-
tained increases in funding for many state programs as well as state and local
capital expenditures (for road and bridge repairs, school facilities, and other
infrastructure projects). After the 2010 election, however, most of the stimulus
funding was reduced or not renewed because of political concerns over the grow-
ing deficit, leading to a downturn in federal aid (see Figures 3.1 and 3.2).

Capital expenditures In the
public sector, that part of a
government
budget allocated to the
construction or major
repairs of large, fi xed assets
such as roads, buildings,
dams, and so on.

Infrastructure In

government, those basic
physical and organizational
structures that support the
operations of a system or
program. The term is
typically applied to utilities
such as water supply, waste
disposal (sewers), electrical
grids, information
technology systems, and
telecommunications, as well
as bridges, tunnels, and
other public assets.
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Federalism was a key factor in the policy and political gridlock that emerged
after the midterm elections of2010 as reaction to the passage of the Patient Pro-
tection and Affordable Care Act (also known as the Affordable Care Act or
Obamacare). Opponents of the law assumed control of not only the U.S. House,
but also several state legislatures and other state offices, and the situation did not
change even after President Obama won reelection in 2٥12. In addition to
Obamacare, many of the most controversial issues that led to political stalemates
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at the national ^evelfor example, immigration, abortion, and climate change—
were played out on the state level, where the Tea Party factions gained and solidi-
fied their majority positions in many state legislatures. Several states passed laws
designed to toughen enforcement ofU.S. immigration laws; others limited access
to abortion by imposing new requirements for clinics and by prohibiting the
procedure after twenty weeks' gestation. When states were given the option in a
2012 U.S. Supreme Court decision to opt out of sections of the nation's new
health-care program, many states (nineteen by 2016) did so despite strong politi-
cal pressures and financial incentives not to. Tre divisions that emerged on the
national political scene were clearly being played out on the federalism stage.

The Actors of American Federalism
> Who are the major actors In the U.S. federa! system, and what roles do

they play in the federal system?

Although the issues surrounding federalism and IGR have loirg histories, they
have never been as complicated as they are today. This complexity is in part
caused by the very nature of modern life, but it is also a result of the number of
people and institutions Involved in the system. Today's federalism is an IGR
system involving a cast of hundreds of agencies, thousands of political and ad-
ministrative personnel, and millions of citizens who depend on government for
daily public services. In short, the underlying story is that the American federal
system has grown wider and deeper as interactions among the different levels of
American government have increased and become more complex. Here we briefly
describe the many actors who occupy the modern stage of American IGR.

The Supreme Court
Formally, the American federal system has only one national government. In
practice, however, dozens of national-level actors play out daily dramas on the
IGR stage. Perhaps the most important of those actors has been the federal judi-
clary (see Chapter 14), especially several watershed rulings of the U.S. Supreme
Court. We have already seen how, in McCulloch V. Maryland, the Court helped
establish the national government's dominant role and how the post-Civil War
Court supported the notion of dual federalism.

Most students of federalism would agree that during the twentieth century
court decisions tended to favor a nation-centered view of state-federal relations.
and the result was to limit the role of the states as sovereign policymakers. In-
stead, what emerged was the view that states and local governments were in-
creasingly having to adapt to the requirements established in national policies.
In the late I980s, however, several Supreme Court decisions indicated a growing
willingness to give state and local governments more power to shape public poll-
cies on a wide range of issues, from abortion rights and the right to die to local
campaign financing and the use of sobriety tests for drivers suspected of drunk
driving. In other areas, such as civil rights, however, the Court seemed more re-
luctant to defer to states, ^en, in a 1992 case [New York V. United States), the

Supreme Court seemed to modify its position by holding that the national
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government could not "simply compel” a state to take policy actions. Four years
later, in the case of Seminole Indian Tribe of Florida V. Florida (1996), the Court
declared unconstitutional a federal law that authorized individuals to sue state

governments in federal court for violations of national laws.
Similar cases followed. In 1997, the Court overturned a law that required

local law enforcement officials to implement provisions of a federal handgun con-
trol law {Printz V. United States). This was followed by a 1999 decision in which
the state of Florida was held to be immune from lawsuits brought against it under
the provisions of a federal law dealing with patent rights and false advertising. In
another, the Court held that the state of Maine was not subject to federal fair
labor standards legislation. In January 2000, the Court went even further, spe-
cifically exempting states from provisions of federal laws aimed at preventing age
àlscĩiưùũíLủoũ ؛чКгте! آل. Florida Board ojRegents).

Supreme Court rulings on some of today’s “hot-button” issues such as abor-
tion and same-sex marriage have had a federalism focus as well. For example, the
Court's 2015 decision in Obergefell V. Hodges, which effectively legalized same-
sex marriage nationwide, was technically based on the idea tliat states that re-
fused to issue marriage licenses to same-sex couples could offer no compelling
reason for doing so and therefore violated the civil rights of those couples.

With these and related decisions, the Supreme Court has made it clear that it re-
mains a significant factor in shaping both the present and tire future of federalism.

Recent Decisions. Over the past five years the influence of the Court in shaping
federalism was clearly in evidence in two highly controversial policy areas: health
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care and same-sex marriage. In a 2012 decision upholding the constitutionality
of “Obamacare” (the Affordable Care Act) {National Federation of Independent
Business V. Sebelius), the Court declared one important exception. Relying in part
on its earlier decision in New York V. United States, it held that the law’s mandate

compelling states to expand their Medicaid programs was not valid and that the
states could opt out of that part of the program. As a result, by 2016 nineteen
states had refused to take advantage of tlie law's offer to expand Obamacare's
coverage to residents eligible for Medicaid.

Regarding the issue of same-sex marriage, the fact that a growing number of
states were legalizing it posed a number of issues related to federalism. One was
whether the federal government could refuse to recognize such marriages when
it came to applying federal policies. Under the Defense of Marriage Act passed
in 1996, federal agencies were obligated to refuse benefits to same-sex couples,
and in 2013 the Supreme Court declared in United States V. Windsor that the act
interfered with the states' right to define and regulate marriage and was therefore
unconstitutional. Two years later, relying on the logic applied in the Windsor
decision, the Court held in Obergefell V. Hodges that state laws prohibiting same-
sex marriages (or the recognition of marriages performed in other states) were
unconstitutional as violations of the due process and equal protection clauses of
the Constitution.

The White House and the Bureaucracy
As the IGR system developed in the twentieth century, American presidents
have often proposed new federal grant programs and worked to reform the inter-
governmental system. Federal housing programs and similar projects to deal
with local needs during the Great Depression were central to Franklin Roosevelt's
New Deal. President Eisenhower was a major supporter of an expanded federal
highway program that relied on states to build and maintain the modern Intel--
state highway system. Jolrnson's Great Society agenda emphasized the Model
Cities Program and other new and innovative projects. As previously noted, the
administrations of both Johnson and Nixon strove to improve the coordination
of federal grant programs. In the late I970s, president Jimmy Carter issued sev-
eral executive orders aimed at simplifying grant application and reporting proce-
dures, which by then had grown very complex. A former governor. Carter also
pushed for creation of the Federal Emergency Management Agency at the urging
of state and local officials who sought better coordination of federal support
during times of disaster.

Other White House initiatives have sought to expand the role of state and
local governments in the federal system:

٠  Johnson called for the establishment of a "creative federalism” involving a
partnership of all levels of government as well as community and private
organizations.

٠ Nixon proposed a “new American revolution” that would give “power to
the people” by turning many national domestic programs back to state and
local governments.
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" Reagan announced a “new federalism” that would have revamped the in-
tergovernmental grant system over a ten-year period.

٠ Clinton ordered members of his administration to administer programs
that allowed states to experiment with innovative ways of dealing with the
nation's health and welfare problems.

Although several important changes in the American federal system resulted
from each of these presidential initiatives, none led to radical alterations in inter-
governmental relationships. Instead, intermittent and incremental changes pur-
sued by the White House in specific programs through the federal bureaucracy
have had the greatest impact on the federal system.

Bureaucratic Strategies. dRere have been periods when the White House has
attempted to make more substantial changes in the IGR system, primarily through
the federal bureaucracy (see Chapter 13). After the attacks of September 11,2001,
for example, the Bush administration attempted to overhaul the emergency man-
agement and disaster assistance programs by integrating the Federal Emergency
Management Agency and related state and local programs into the newly formed
comprehensive National Response Plan that stressed homeland security. This ap-
proach altered (and some say undermined) ongoing state-federal relationships,
and many argue that the resulting changes led to the failure of governments at all
levels to deal with Hurricane Katrina in 2005. The Bush White House curtailed

centralization efforts after Katrina, and by the time Hurricane Sandy struck the
East Coast in 2012, the disaster response system was more effective.35

Although it was not pushing any major reforms in the IGR system, the Obama
administration took what one source called a “nuanced” approach,^ making use
of the many and varied tools (e.g., grants, mandates, waivers, administrative
guidances) provided by the complex system to achieve its domestic policy objec-
tives. Faced with a Congress that was reluctant to take up any White House
initiative during its last two years in office, the Obama administration used its
administrative authority creatively to deal with emerging issues.

TEese examples reflect the fact that the IGR system relies heavily on the bu-
reaucracies that are tasked with implementing many of the nation's domestic
policy programs (see the discussion in Policy Connection 3). Perhaps the greatest
increase in the number of national-level actors on the intergovernmental stage
has taken place in the bureaucracy, especially in such agencies as the U.S. depart-
ments of Homeland Security, Housing and Urban Development, Health and
Human Services, Agriculture, Interior, Transportation, and Education. Some
bureaucrats in these agencies determine the eligibility of state and local grant
applicants and the appropriateness of their proposals. Others monitor the use of
grant-in-aid funds and constantly consult with other actors in the intergovern-
mental system about the need to modify specific grant programs. For each of
these bureaucracies, there are many state and local bureaucracies with which they
interact.

Bureaucratic Dilemmas. The emergence of these intergovernmental bureau-
cracies has added a new dimension to U.S. government. On the one hand, the
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FIGURE 3.3 Total State and Federal Expenditures by Funding Source (FY2014) A little less
than one-third of state budgets is funded through federal grants, with most of the funding
allocated to Medicaid, education, and transportation. Source.' National Association ofState
Budget Officers, State Expenditure Report, EY2014 Washington, DC: Author, 2015), p. 5.

bureaucrats in these agencies are expected to disburse funds and assist state and
local governmental officials in making effective use of those resources (see
Figure 3.3). On the other hand, they are expected to ensure that state and local
programs meet federal standards and live up to federal requirements. In other
words, the growing federal bureaucracy assigned to intergovernmental programs
is supposed to both facilitate the grant process and regulate state and local grant
recipients, lse bureaucrats are actors on the intergovernmental stage with
dual, and often contradictory, roles, and they constantly find themselves facing
dilemmas that must be resolved on a case-by-case basis (see Chapter 13).

Two developments are likely to shape the role of the federal bureaucracy in the
federal system in the future. First is the continued trend toward devolution and
program reform, especially in welfare, healtlr care, environmental protection,
and education. Although the national government is unlikely to withdraw ftom
these areas, its role will be increasingly linked to the work of state, local, non-
profit, and (sometimes) private-sector agencies. Second, the emergence of home-
land security as a high priority for the national government will continue to pose
issues for Washington. If federal officials are to make any headway in this area,
an enhancement of the intergovernmental system will be required, with a special
emphasis placed on establishing a significant role for local public services, such as
law enforcement and fire protection.

Congress
Although presidents often receive credit for major policy innovations. Congress
has always played a central role in the evolution of the federal system. Tris has
been especially true in the past seventy years, during which Congress has in-
creased its authorization of grant programs.

Some students of Congress point to strong incentives for members of the
House and Senate to create and fund federal grant-in-aid programs for state and
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local governments, ̂lese programs give almost every state and local government

an opportunity to obtain federal funding, ̂erefore, members of Congress can

claim credit for passing and supporting their constituents' grant applications. As

a result, even fiscally conservative members of Congress often found it difficult

to avoid supporting requests for new and larger intergovernmental grant pro-

grams. “Philosophically, I have not been one to jump rapidly to new programs,”

commented one member of the House of Representatives from Virginia. “But if

programs are adopted, my district is entitled to its fair share. And I do everything

I can to help—if they decide to apply for aid.

In some examples, congressional action has radically changed the way some

major intergovernmental policies and problems are designed and implemented.

A case in point was the Personal Responsibility and Work Opportunity Rec-

onciliation Act of 1996, which significantly altered the system of assistance to

the needy.« The welfare system had generated criticism from both sides of the

political spectrum, and there was widespread agreement that change was re-

quired. The new law was aimed at ending the cycle of poverty and dependence

that had caused concern among even the most ardent supporters of government

assistance to the poor. But for those who administered the vast web of federal

programs that had developed over several decades, the law represented even more

important changes. For them, in many respects, the new welfare law meant an

end to the IGR system as they had known it for more than half a century.

Before the passage of the reform legislation in 1996, assistance to the poor was

effectively a set of federal programs administered by the states. Despite the sig-

nificant role played by the states, there was an unmistakable national flavor to the

welfare system. As in many other policy areas—from education to environmental

protection to highway construction and maintenance—states and localities had

taken on significant financial and administrative burdens but were severely lim-

ited in deciding on such matters as who was eligible for the programs or how the

funds would be spent. After the 1996 reforms, which were supported by the

Clinton administration, the role of the states in welfare policy was radically

transformed because they took on most of the responsibility for determining the

kinds of assistance programs they would administer.

States In the Federa! System
Even during periods when the national government has seemed to be playing the
leading role in the federalism drama, the states have remained important and

active participants in the intergovernmental arena, trough all the various

changes that have taken place, they have been sustained by the myth of state sov-

ereignty and have retained significant responsibilities In the areas of education,

public healtli, criminal justice, and the regulation of gambling and liquor. Tliey

also play major roles in enforcing environmental, safety, and health regulations.

For years they have been the chief regulators of public utilities and savings banks.

Power over Local Governments. The story of ΗΒ2 that opened this chapter
reflects an important but often unappreciated legal fact about states in that they

empower and determine the organization of local governments.^^ Legally, local

governments are created by the actions of state legislatures, ̂ us, theoretically.
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State officials acting in their constitutionally sovereign role can legally terminate

them, or exercise preemptive authority as they did in the North Carolina ΗΒ2
case. In practice, however, states rarely use their “life-and-death” power over the

legal existence of local governments. Examples exist of state governments taking

over or shifting local governmental functions because of severe financial prob-

lems or unbridled corruption and inefficiency.^؟ In the I970s, for example, the
state of New York helped New York City deal with its critical financial problems
by assuming responsibility for all four-year colleges in the city's municipal uni-
versity system. In recentyears, some states have taken control of inner-city school
districts that were failing to perform to state standards and have assumed respon-
sibility for the governance of entire cities as financial crises forced some into
bankruptcy.

Innovators. States have also made their mark through creative approaches to
solving public problems. Wisconsin regulated railroads and democratized the po-
liticai nomination process long before such policies were adopted nationally. Cali-
fornia led the way in developing building-construction standards to help reduce
energy costs, in establishing auto-emission standards to help reduce air pollution,
and more recently in taking steps to reduce the state's contribution to greenhouse
gas emissions by 25 percent by 2020. le Massachusetts approach to health-care
reform became the model for the federal Affordable Care Act of20!0. Such state-

initiated innovations are common in almost every major area of domestic policy,
from welfare to education and insurance reform.^ One of the strongest argu-
ments for giving more responsibility to the states has been their ability to come up
with novel and effective programs, even in the face of budgetary cuts.

Most important today, however, is the states' pivotal role as liaison in the IGR
system. As noted earlier, the national government uses state agencies to admin-
ister its grants in a wide variety of policy areas. Furthermore, local governments
rely on state officials for technical assistance, as well as for financial aid. In short,
state governments may be the key link—and not necessarily the weak link,—in
the U.S. federal system.

Changing Roles. The role of the states in the IGR system is always changing.
When their influence wanes, students of American government tend to pro-
nounce their doom. According to one prominent observer in the I930s, the
American state was "finished.” He said, “I do not predict that the states will go,
but affirm that they have gone.”^8 At other times, the states have been so impor-
tant that some can hardly imagine how American government could operate
without them, whereas others are extremely critical of their importance.

What accounts for these gains and losses in power?

٠  The states' authority changes dramatically as the Supreme Court shifts be-
tween strict and flexible interpretations of the Constitution. As noted pre-
viously, the current Court majority has signaled its intent to decide in favor
of a state-centered view of federalism when issues come before it.

٠ The states' role depends on the actual political power they can mobilize.
During certain periods of American history, state officials have managed
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to exercise considerable influence in Washington through their representa-

tives in the House and Senate. At other times, state governors and legisla-

tors have carried relatively little weight either at the White House or in the

halls of Congress.

٠ Public opinion plays a role in determining the extent of states' influence.
Although state governments have always been important policymakers,
the American public has not always looked to the states for solutions to its
collective problems. At times, the public has depended on local govern-
ments, and more recently ,it has expected Washington to help. The question
of public support for state government is complicated by citizens' attitudes
toward their state governments, which tend to vary over time. Over the
past several decades, public opinion regarding the capacity of states and
localities has become more positive.

٠ Ъе role of the states in the federal system depends on their administrative
capabilities. If states lack the administrative resources and managerial
talent to deliver the goods and services demanded by the public, then they
cannot play a major role for long. Most observers believe that the adminis-
trative capabilities of the states have improved markedly since the I960s.
Ironically, much of that improvement has come about as a result of pres-
sures imposed by Washington through the requirements attached to grant-
in-aid programs.

Loca! Governments
When you think of local governments, you probably picture city halls and county
courthouses occupied by small councils of elected officials and a few offices oc-
cupied by record-keeping clerks, who collect taxes and issue dog tags and auto-
mobile licenses. American local governments are mucli more than that, however,
and their role in the IGR system is a major one.

Dillon's Rule and Preemption. The constitutional status of local governments
in America's federalism system is associated with  a legal concept called Dillon’s
rule. Put simply, the rule declares that local jurisdictions are legally creatures of
the state and that they can only exercise those powers that the legislature autho-
rizes them to use. Although the principle has been in place since the republic's
founding, it is named for an Iowa judge who applied the rule in an otherwise
obscure 1868 case involving efforts by the city of Clinton, Iowa, to negate a state
statute allowing a railroad company to seize the local government's property
without compensation. As might be expected, the ruling challenged the myth of
local self-government that was powerful even then. In 1871, a Michigan judge,
Thomas Cooley, applied a different rule, arguing that local governments had an
inherent right to self determination. In the more than 150 years since, however,
Dillon's rule has been favored over the "Cooley doctrine” in almost every case
where issues oflocal self-government and preemption have been before the courts,

^lus, under the formal provisions of the federal system established in the
Constitution, all the sovereign powers of government are divided between the

Diion's rule The lega!
doctrine that declares that

local jurisdictions are legally
creatures of the state and

that they can only exercise
those powers that the
legislature authorizes them
to use.
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national government and the states. Local governments, in other words, have no
formal constitutional standing except as subdivisions created by the states, ^eir
very existence and legal authority are derived from charters granted to them under
state laws. This does not mean that they are powerless or insignificant actors in
the federal system, because states often give local government considerable au-
thority. In many states, many local governments have been given considerable
authority under provision of home rule charters, which give city governments
the ability to pass laws and ordinances within their jurisdiction so long as they do
not violate state constitutions.

Home ru!e charters

Charters !ssued to some city
governments g!ving them
the ability to pass laws and
ordinances within their

jurisdiction so long as they
do not violate state
constitutions.

Eminent Domain. Just how powerfirl these local governments can be was made
clear in 2005, when the Supreme Court Issued a decision upholding the authority
of local governments to take private property for public purposes if they are au-
thorized to do so. In that particular case {Kelo V. City ofNew London [125 s. Ct.
2655]), the city of New London, Connecticut, used its power of eminent domain
to force private homeowners to sell their residences so that the city could give the
land to a private developer who had offered to construct a hotel and conference
center complex in that economically depressed city.

The power of eminent domain—or the right of a sovereign government to
take property for public purposes for just compensation, even if the owner of that
property objects—is a power that many states give to local governments in their
charters so they can acquire real property needed for such public purposes as
building roads and highways or constructing public facilities such as schools or a
city hall. Local governments have also been given the authority to use eminent
domain to clear areas of urban blight or to replace slums with public housing. In
recent years, a growing number of localities have used eminent domain to pro-
mote economic development, and it was for tliat purpose that New London
sought to take possession of those 115 residences. I homeowners took the city
to court, and in a controversial 5-4 decision, the II. s. Supreme Court sided with
the city. Like it or not, the Court majority ruled, local governments do possess
whatever power of eminent domain their state charters grant them, and they have
wide discretion in determining what is or is not  a valid public purpose. Any limits
on that power must come from the state, so the federal courts may not interfere.

IGR Role. Although local governments formally depend on the state for their
legal authority, in practice Americans have always treated local governments as if
they had separate and legitimate standing in the federal system.5ذ In that sense,
the myth of local self-government plays an important role in the actual opera-
tions of IGR arrangements. As of the most recent census of governments in
2012, there were 90,056 local governments in the United States. This number
includes county (3,031), municipal (19,519), township (16,360), and other
general-service governments that provide a wide range of public services to
those who live within their borders. It also Includes 12,880 independent school
districts and 38,266 other special district governments dealing with one or two
distinctive governmental functions, such as fire protection, public transporta-
tion, or sewage treatment. Each of these local governments can participate in
some way in the IGR system—and a great many do.52

Eminent domain The right
of a sovereign government
to take property for public
purposes for just
compensation, even iftlie
owner objects.

General-service

governments local
governments, such as
counties, municipalities, and
townships, that provide a
wide range of public
services to those who live
within their borders.

Special district
governments local
governments that deal with
one or two distinctive

government functions, such
as education, fi re protection,
public transportation, or
sewage treatment.
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The problems of local governments are not all alike, because those govern-
ments reflect a variety of physical, social, cultural, political, and economic condi-
tions. Between the extremes of small, rural, sparsely populated townships and
huge, densely populated metropolitan areas are cities, towns, counties, and dis-
tricts of every conceivable size and shape. To understand the distinctive role
played by local governments in the intergovernmental system, we must perceive
their differences.

Of particular importance are the wide economic disparities among various
local governments. These differences in wealth influence the way community
leaders approach the intergovernmental system. For example, according to recent
estimates, the per capita income in Laredo, Texas, is less than half the per capita
income of Tulsa, Oklahoma, or Bremerton, Washington, and barely one-third
the per capita income of residents of Naples, Florida. A city such as Laredo or
Newark, New Jersey, would want more federal aid programs targeted at job
training, public housing, public health, and similar needs of the urban poor.
Naples’s government, in contrast, would seek more federal funding for new high-
ways, construction of new recreation facilities, and other such amenities.

Not only the economic status but also the age and ethnic background of the
citizenry bear on local problems and needs. The interests and concerns of those
living in Scottsdale, Arizona, where the median age is more than 45 years old,
are different from those living in Laredo, Texas, where it is 27.9 years old. Tie
people of Scottsdale would seek federal and state help in funding special pro-
grams for the elderly, whereas the citizens of Laredo would be more interested in
state and federal aid for elementary and secondary school programs. Ethnic con-
cerns can also be a factor. The existence of a very large Hispanic community in
El Paso, Texas, is relevant to what that city wants ffom Washington. The IGR
system, for instance, can offer El Paso's schools funding for bilingual education
programs. Such funds might not be available if the schools had to depend on
local resources,

and other factors make it difficult to generalize about the roles played
by local governmental actors on the IGR stage. Nevertheless, local officials have
undoubtedly become major participants in the federal system during the post-
World War II period and will remain important. They exercise much of their
influence through local members of Congress, who are responsive to the needs of
their constituents back home. Trey also exert influence through membership in
intergovernmental lobbying groups, which make up an increasingly important
set of actors in the federal system.

Nongovernmental Actors
Those outside the formal governmental system also have issues that they act on.
Within this category are the intergovernmental lobby and the largest group of
potential participants—the citizens of the United States.

!ntergovernmenta!
!obby The many اndاvاduaاs
and groups that have a
spec!a! !merest !n the
poüciesand programs
imp!emented through the
growing intergovernmenta!
re!ations systems. These
!obbyists represent private,
consumer, and business
groups.

intergovernmental Lobby. The intergovernmental lobby includes individuals
and groups that have a special interest in the policies and programs implemented
through the growing IGR system (for more on interest groups, see Chapter 9).
Some of these lobbyists represent private interests that hope to benefit from or
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expect to be harmed by some intergovernmental program. For example, environ-
mental lobbyists push for effective state and local enforcement of national air-
quality and water-quality standards. Other intergovernmental lobbyists support
social regulations to strengthen automobile safety, consumer protection, or oc-
cupational health. Representatives of businesses seek to reduce these regulations
and to weaken state and local enforcement.

Lobbyists for the poor and the disabled are also active on the federalism
stage. In many instances, their goal is to ensure continued federal ftrnding of
social services, health care, and educational programs. At other times these
groups seek better treatment by government agencies for groups who do not
have the resources or capacity to protect themselves. The Southern Poverty Law
Center, for example, has successfully fi led legal actions on behalf of foreign
guest workers to protect their right to “fair wages" under federal law. Disability
rights organizations, in the meantime, have fi led  a number of class action law-
suits on

in state or federal policy, whereas still other nonprofit law firms have initiated
court actions to end overcrowding in America's prisons and to promote im-
proved treatment for mental illness within those facilities. In a 2011 landmark
decision, for example, the U.S. Supreme Court declared that overcrowding in
California's prisoirs constituted “cruel and unusual punishment" and ordered the
release of 32,000 prisoners.

In recent years, a new kind of intergovernmental lobby has emerged: public-
sector interest groups that represent the interests of elected officials and other
major governmental actors involved in the IGR system. For example, the National
Governors' Association and the U.S. Conference of Mayors are two of the most
active groups in Washington that lobby on domestic policy issues. The National
Conference of State Legislatures, based in Denver, is one of the best sources of
information on what is taking place in the intergovernmental system, and tliat
has made them an effective participant in pohcy debates surrounding IGR. Sti.11
other groups—such as the National League of Cities, the National Association
of Counties, and the Council of State Governments—lobby on behalf of their
own governmental jurisdictions. The American Society for Public Administra-
tion and the International City and County Management Association are active
representatives of the interests of public administrators and other nonelected
public-sector workers.

Individual governments also hire lobbyists to represent their interests. In
1969, New York City mayor John V. Lindsay took the brash step of opening a
Washington, DC, office to lobby on behalf of the Big Apple. Two decades later.
New York City had eiglit full-time lobbyists looking after its interests in Wash-
ington. Similar offices have been opened by just about every major government
in the United States.

The increase in the number of public-sector interest groups, as well as their
political influence, paralleled the growth of the intergovernmental system itself
during the I960s and I970s. In recent years, however, the reduction in federal aid
for states and localities has led several of these public-sector interest groups to
reconsider their priorities and roles. Many have cut back their Washington-based
staffs and focused more of their attention on lobbying state legislatures or- on

:e

Public-sector interest

groups A lobby that
represents the interests of
elected officials and other

major governmental
actors involved in the

intergovernmental relations
system. An example is the
National Governors'
Association.
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providing technical assistance to their members, who must adapt to Washing-
ton's !-eductions in grant-in-aid funding.

Citizens. 6لآ  largest group of potential participants in the intergovernmental
system are the citizens of the United States—the intended beneficiaries of all the
policies and public services of American government. Hardly an area of Ameri-
can dojnestic policy remains untouched by the IGR system, yet many Americans
remain unaware of the role of IGR. Every person who drives a car on the high-
ways, attends public schools, uses city buses, or receives emergency care at a com-
munity hospital benefits from intergovernmental programs.

Of course, the American people are more than just the beneficiaries of the
many goods and services provided through the intergovernmental system. As
taxpayers, citizens also pay for those programs, often indirectly. Most intergov-
emmental programs are paid for with general tax revenues collected by the vari-
ous levels of government. However, a portion of the money comes from special
trust funds established for a particular program. For instance, each time you
purchase a gallon of gasoline for your car, you pay a special federal tax. That tax
is deposited in the Highway Trust Fund, which is used primarily to pay for the
construction and maintenance of interstate highways and other roads (see
Asked & Answered, page 102).

Most important, the American people generate the demand for intergovern-
mental programs, ầe pressures that the public can bring to bear on the system
are most evident when popular grant programs are threatened with major cuts or
when a community faces a crisis that cannot be handled with local resources.
Consider, for example, social service programs for the elderly or handicapped.
When members of the Reagan administration suggested cutbacks in social
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security in 1982, the public reacted so negatively that President Reagan felt com-
pelled to promise never to cut those benefits,

dhe 2016 debate over North Carolina's ΗΒ2 discussed at the beginning of this
chapter provides a more recent example. When the U.S. Department of Educa-
tion issued its Title IX "guidance” to the Charlotte schools, a number of city resi-
dents who had long favored expanding LGBT rights to cover all public facilities
in Charlotte pushed for the revised ordinance, ^at effort, in turn, sparked op-
position among other residents, and the result was heated discussions at city
council meetings that eventually spilled over into the city council elections. Once
the ordinance passed in February 2016, citizen opposition groups formed to sup-
port state legislative action, and the result was ΗΒ2. The reaction by ant!-HB2
citizens—including the heads of many business firms—was swift and vocal,
leading to countermeasures by the governor's office. Similar political dramas
played out at about the same time in Mississippi, Georgia, and Tennessee. As
with the saga of ΗΒ2, these cases reflect the role and power of private individuals
and groups in the IGR system.

When a crisis or tragedy strikes some community-when a tornado or flood
devastates a small town or when buried hazardous wastes contaminate a com-

munity's soil and water supply—the call for action goes out to Washington as
well as to the state capital and city hall, lse are the kinds of actions that
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ASKED & ANSWERED

ASKED: Wh.5ا respons!b!e for America's
elaborate systems of roads and highways?

ANSWERED: Part of the answer to th!s question is
found in the U.S. federal budget.

In early 2009, the U.S. Department ofTransporta-
tion requested that the Federal Highway Adminis-
tration budget for FY 2010 be set at just slightly
more than $41 billion. Most of that money came
from a special trust fund that motorists paid Into
through a tax imposed on every gallon of gas pur-
chased at the pump and was used to pay for the
construction, repair, and maintenance of the Ameri-
can highway system. In addition, a special appropri-
ation of $26.6 billion was given to the Federal
Highway Administration under the American Recov-
ery and Reinvestment Act of 2009—also known as
the Stimulus Act—which was used to fund more
than 12,000 highway-related projects not covered
underthe regular budget.*

But despite all the federal money that goes
toward the construction and maintenance of roads
and highways. It is more likely that, to get a pothole
fi xed, you would have to call your local road depart-
ment or state tiighway agency. In fact, almost all
those federal funds—as well as billions in additional
state and local funding—are spent by the states and
tlieir subdivisions.

Consider these statistics: Of the 3.9 million miles
of roads and tiighways In the United States, about
3.1 million—a full 77.5 percent—are controlled by
local governments, including cities, towns, counties,
local special districts, and so forth. Another 776,00.
miles are designated as state roads, and a relatively
small number of miles—a little more than 120,000—
are under the jurisdiction of federal agencies that
operate national forests, parks, military reservations,
and other federal government lands,

fhe Constitution does give the national govern-
ment a potentially powerful source ofauthority over

roads and highways in Article I, Section 8, when it
empowers it "to establisli post offices and post
roads." From the outset, however, the national gov-
ernment has avoided assuming too much responsi-
bilityforthe actual building or maintenance of roads.
Instead, with a few minor exceptions, it left that task
up to states and localities and instead focused atten-
tion on designating certain state and local routes as
national "post roads" and providing some advice
and support for new forms of transportation, such as
canals and railroads. In the twentieth century, the na-
tional government emerged as the primary source of
funds for projects at all levels of government.

Fhe result is that today the construction and main-
tenance of the country's major roads and highways
are intergovernmental responsibilities shared by local,
state, and national governments, as well as some pri-
vate companies. Privately owned and operated roads
were once commonplace in the United States. In the
nineteenth century, many toll roads, mostly access
roads and privately fi nanced bridges that crossed prl-
vate property, were privately owned and maintained.
Altfiough at one time these were all but eliminated by
the modern government-financed highway systems,
today privately owned highways are making a reap-
pearance in many states. The fourteen-mile Dulles
Greenway that stretches between leesburg, Virginia,
and Dulles International Airport is one such road, as is
the twenty-two-mile Camino Colombia Toll Road in
Texas, Other privately funded and operated roads are
now found in Florida, Colorado, and California, and
several more are under construction.

Even so, the role of private roads is likelyto remain
minor, and to get any potholes fi lled, you will likely
have to speak with your local government.

*For detailed information on the American Recovery and Rein-
vestment Act, see the unique website launched by the Obama
administration to track the various expenditures under the stlm-
ulus at www.recovery.gov.
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generate intergovernmental activity regardless of concerns over the constitu-
tional niceties of federalism. The massive mobilization of public-sector resources

from all levels of government in response to the tragic events of September 11,

2001, was a case in point, and that effort received generally favorable marks. But

there are also examples of terrible failures of this system, the most notable in

recent years being the response to Hurricane Katrina in August 2005.

Conclusion
Before embarking on a political career that eventually led him to the governor-

ship of Maryland, Parris Glendening was a political scientist who wrote books
about federalism. What he observed as a scholar—and attempted to put into

practice as an elected public official—is an approach that he calls "pragmatic

federalism.” From his perspective, IGR

address current needs while emphasizing problem solving with minimal adher-

ence to rigid doctrine.”55

The type of federalism that Glendening and others practice on a day-to-day

basis is indeed pragmatic and practical—a type of federalism quite different from

the contentious interactions that marked the first years of this institution. The
old form of federalism resulted in confrontation rather than cooperation. This
new form of federalism took decades to evolve into a system of IGR, and most of

those engaged in it find debates over such things as state sovereignty and local

self-government unproductive and Irrelevant.

This is not to say that there are no problems with the intergovernmental rela-

tionships that are at the heart of today's pragmatic federalism. Depending on the

issue, you will always hear people in city hall or the state Capitols complaining
about too much interference from the state house or Washington; and in the

federal bureaucracy, the administrators of various programs feel constantly chal-

lenged by local and state officials who they feel are unwilling or unable to meet

the minimal requirements established for specific programs. Those outside the

system have other issues as well. Some complain about the inequities and ineffi-

ciencies that result ftom having national programs implemented by local and

regional governments, whereas others express frustration at the one-size-fits-all

mentality reflected in some federal programs.

In the day-to-day world of IGR, the myths of state sovereignty and local self-

government seem irrelevant and insignificant. Nevertheless, today's system of

IGR cannot ignore its roots in the federalism bargain. The legacy of the seem-

ingly ancient debates over sovereignty and authority lingers in the form of those

powerful myths, and it manifests itself in congressional debates over health care

and during times of economic and environmental crises, as well as in heated

controversies such as those that emerged in North Carolina in 2016. If we are to

truly make sense of and understand the institution of federalism, we must take

into account both the realities of daily government operation and the myths

from the past.

constantly changing, fashioned toare
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Key Terms
Block grants p. 83
Capital expenditures p. 87
Categorical, or conditional,

grants-in-aidp. 80
Cooperative federalism p. 80
Councils of governments p. 83
Devolution p. 85
Dillon's rule p. 96
Dual federalism p. 78
Eminent domain p. 97
Faith-based organizations p. 86
Formula grants p. 81
General revenue sharing p. 83

General-service governments
p. 97

Grant-in-aid programs p. 79
Home rule charters p. 97
Homeland security p. 86
Infrastructure p. 87
Intergovernmental lobby p. 98
Intergovernmental relations

(IGR)p. 80
Interstate commerce p. 78
Matching grants p. 81
Nation-centered federalism p. 78
Nullification p. 77

Personal Responsibility and Work
Opportunity Reconciliation
Act of 1996 p. 94

Police powers p. 78
Preemption p. 75
Project grants p. 81
Public-sector interest groups p. 99
Sovereignty p. 76
Special district governments p. 97
State-centered federalism p. 77
Title IX Ρ.74
Unftrnded mandates p. 85

Focus Questions Review
1. How re!evant is federalism today? >>>

Despite Its relative obscurity, federalism and IGR are
critical to the operations of American government
and are often at the center of many political
controversies.

programs. The IGR system has been characterized
by periods and episodes of conflict and
cooperation.

. Who are ttie major actors In the U.S. federal
system, and what roles do ttiey play in the
federal system? >>>
٠ Many different actors engage in the federal system

and all oftliem contribute to the complexity of
the system. In addition to the major branches of
the national government (the Supreme Court, the
White House, and Congress) are states, local gov-
ernments, the intergovernmental lobby, and the
citizens ofthe United States—each with a role and

stake in the system.

3

2. How has federalism changed over the past two cen-
turles of American constitutional development? >>>
٠ The evolution of the American federal system has

been shaped by debates over the meaning of fed-
eralism, especially the issue of wliether it was in-
tended to be nation centered or state centered.

"  It has also been shaped by the distinctive dial-
lenges that have faced the United States during the
past two centuries.

" Out oftliat evolution has emerged a complex
system of IGR based on a variety of grant-in-aid
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Review Questions
1. !n what ways do IGR differ from federalism?
2. "Almost any issue you see on the front page of the nation's papers has some-

thing to do with federalism." Test this statement against an item in today's
newspapers.

For more Information and access to study materials, visit the
book's companion website at
www.oup.com/us/gitelson.




