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Introduction

This book is about the governing of metropolitan regions in the United States. The concept of a metropolitan region is relatively new. Faced with the rapid growth of suburbs, the creation of satellite cities, new modes of transportation, increased mobility of citizens, and easier forms of communication, an academic roundtable on regional planning proposed that a “new political or administrative entity” at the metropolitan level needed to be created that was different from the precinct, ward, municipality, county, or state.1 The year was 1926. Seventy-one years later, Anthony Downs lamented, “As Congress shifts many federal powers to lower levels of government, it is missing a unique opportunity to resolve a fundamental flaw in America’s government structure: the absence of any authority at the metropolitan regional level. Metropolitan regions have become the most important functional units of economic and social life in almost all modern societies” (Downs, 1997).

The road to the metropolitan region takes us through the land of local government. Local governments are the building blocks of the metropolitan regions. The American system of governing and government is best understood as a territorial based distribution of power and responsibility. It is steeped in both law and popular culture. Over 40 years ago, Arthur Maas (1959) defined the structure of local government in the United States as an “areal” division of power wherein the territorial bounded local governments were, by culture and practice, an integral part of a system of organizing that divided power between the federal, state, and local governments. In 1868, Justice Dillon (City of Clinton v. The Cedar Rapids and Missouri Railroad) articulated America’s legal doctrine on local governments, calling them “mere tenants at will of their respective state legislatures” which could be “eliminated by the legislature with a  stroke of the pen.” Dillon also articulated America’s popular doctrine on local governments by calling such an act (the elimination of a local government) “so great a folly, and so great a wrong.” Such is the paradox of local government in United States—so weak, yet so strong.

Thomas Jefferson (quoted in Syed, 1965: 40) called townships “the wisest invention ever devised by the wit of man.” Alexis de Tocqueville (1805-1859), a French sociologist reporting back to Europe in 1840 on the new experiment in democracy in America, called the New England towns the real innovation in human organization. He pointed out that the townships “have not been invested with privileges, but they have, on the contrary, forfeited a portion of their independence to the state” (de Tocqueville, 1946: 57). Zuckerman (1970: 46-47) maintains that colonial America used the terms “the people” and “individualism” to mean “the people or individuals aggregated on different principles than those of the centralized state—sovereignty in severalty, the sovereignty of local groups and localities.” Wendell Phillips (cited in Hofstadter, 1948: 162), a 19th century American abolitionist and socialist, captured this American vision when he said, “My ideal of a civilization is a very high one; but the approach to it is a New England town of some 2000 inhabitants, with no rich man and no poor man in it, all mingling in the same society, nobody too proud to stand aloof, nobody too humble to be shut out.”

This tradition of strong local government is so embedded within the context of the American system that Thomas Reed (1925: 417), when proposing the creation of a new governmental unit he called a metropolitan “region,” was quick to point out, “Metropolitan organization . . . must not fly in the face of the traditions and habits of the people, but must leave in existence, to the greatest extent possible, the customary units of local government.”

Elazar (1971) suggests that American cultural values create a political system that desires to implement “essentially agrarian ideals in an urban setting.” The structuring principle in such an environment is the local community. It leads, according to Elazar, to “the development of a nation of territorially based communities that have the right to maintain and perpetuate legitimate differences, to the extent that their inhabitants so choose, as well as an equal opportunity for access to national resources for their residents.” Elsewhere, Elazar (1975: 58) has suggested that the “locus of governmental decision making in the metropolis is independent (local) governments regardless of the dicta of economists or the preaching of reformers.”

Compare the above American perspective on territorial based local government systems with commentaries from the British system of governing. Langrod (1953: 29) comments, “The incompatibility of democratic principle with the practice of decentralization is a phenomenon so evident that it may be considered a kind of sociological law.” Smith (1985: 4) suggests, “There are differences of opinion as to how necessary local self-government is to the political health of the modern democratic state . . . . territorial interest may be classed among those sectional interests which are seen as incompatible with society’s ‘general will’ represented by the nation’s legislature.” The conceptual foundation for this more centralized perspective lies with, among others, John Stuart Mill. Adopting the notion of a distinction between power and knowledge, Mill believed that local familiarity with details required that local government be the administrators of local functions, while the general principles of governing ought to be centralized. Mill (1873: 304) stated, “To every branch of local administration which affects the general interest there should be a corresponding central organ.” After all, the methods that constitute “good management are the same everywhere; there is no good reason why police, or jails, or the administration of justice should be differently managed in one part of the kingdom and in another part” (Mill, 1873: 300).

America did not adopt the British view of local government and even Britain has debates over such a centralist position. Governance in the metropolitan areas in America is, fundamentally, built around local governments. Although some may argue that presuming the structure of metropolitan areas is built on local government has the effect of limiting the choices of reform, Dillon’s words of 150 years ago are as relevant today as ever. Legally and judicially, we could and can do away with local government, but practice and tradition makes that option such a “wrong” and a “folly” that it falls outside the range of reasonable solutions.

In addition to the broad cultural appeal that local government enjoys in the American system, the monopoly position of local governments in two key policy areas makes the assumption a practical reality. The first is local government’s exclusive ability to raise public funds through taxation. Although regulated by state governments, this power helps organize how public funds are allocated. The second is local government’s exclusive ability to make land use decisions, primarily through the exercise of zoning powers. As with taxation power, this monopoly position is tempered by state regulatory responsibility.

In grounding this book about metropolitan regions on local government, I do not want to convey that I am a “cheerleader” for the existing system of relationships among local governments in metropolitan areas. Indeed, I will demonstrate that those relationships are fundamentally flawed. As such, I suggest that all is not well in America’s metropolitan regions. Rather, I want to suggest that there is a movement, albeit painfully slow, toward regional solutions to public problems in those metropolitan areas as homegrown, evolutionary processes. As systems, metropolitan regions are adapting to the changing environment of which they are a part. But that adaptation is occurring paradoxically. At the same time that these systems of local governments are becoming more diffused or decentralized, they are becoming more coordinated. This paradox is possible because most lasting regional approaches emerge as negotiated agreements and understandings between players over time. Externally imposed solutions, although often seen as the visible form of regionalism, seldom work. They are the mere “tip of the iceberg” of activities that could be considered regional.

It is also clear that the need to find new solutions and cooperative relations is often driven by federal and state actions that serve to force the local governments into action. However, those outside influences and the response are interpreted locally.

The emergence of metropolitan governing has occurred within the context of an older system of intergovernmental relations and represents an adaptation of that older system. Our discussion, therefore, starts with that older system of relationships. A model of that traditional system is presented in Figure 1.1. In this simplified presentation, there are four principal actors—the citizen, local governments, state governments, and the federal government. When I use the term “citizen,” I mean it in the broadest sense. It is meant to include citizens, local businesses, and other users of services in a metropolitan environment. The term “local governments” is used to broadly define governmental entities such as towns, cities, counties, special districts, and school districts.2


Look at Figure 1.1 from the citizen’s perspective. “Citizens” receive a bundle of services from their local governments (Y6) and a bundle of services from their state government (Y7). Those services are partially funded by a tax and fee bundle that the citizen pays to their respective state (Y2) and local (Y1) governments. As will be discussed in more detail, the state government also provides significant funding to the local governments (Y3) to undertake a wide variety of activities. The federal government, to the degree that it delivers urban services, provides those services  in the form of financial assistance to state governments (Y5) and to local governments (Y4).


FIGURE 1.1 The Traditional System of Intergovernmental Relations in Metropolitan Areas
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SOURCE: David Miller


From the local governments’ perspective, they receive an allocation of funds from the community (Y1), an allocation of resources from the state (Y3) that may or may not have mandates attached, and an allocation from the federal government (Y4). With those resources, the local governments deliver a bundle of services (Y6) that reflect the interests of their citizens, the state, and the federal government.

From the state’s perspective, it receives an allocation of funds from the community (Y2) and a significant allocation of resources from the federal government. With those resources, the state delivers a bundle of services (Y7) directly to the citizens. It also provides an allocation of funds to the local governments in the form of state aid (Y3) to undertake a wide variety of activities. Some of those activities are to administer state programs where the local government is acting as agent for the state. Some of the funding is provided to local governments to undertake locally designed programs.

From the federal perspective, it administers policy through the provision of aid to the state governments (Y5) and to local governments (Y4). I have elected not to draw a line from the citizen to the federal government, although it is obvious that citizens also pay taxes to that government  as well. However, for purposes of the metropolitan region, the perceived role of the federal government is limited and somewhat disconnected in the minds of the citizen as it relates to traditional local government services.

Although Figure 1.1 can be universally applied to the United States, we must recognize that there are 50 different and very distinct patterns of relationships—one for each state. Further, it is also important to remember that these state systems have evolved over the last 250 years and, as such, have become so institutionalized and reified that it becomes extremely difficult to make changes and then to perceive those changes as significant.

Also, the system reflects overlapping citizenship. Each citizen is a member of each level of government—local, state, and federal. Each government, in turn, considers, for purposes of its relationship with the citizen, its government to be the primary unit of government.

It is into this rich milieu of relationships that we introduce a new player—the metropolitan region. The concept of metropolitan region is attached onto those existing patterns of relationships, becoming defined by those existing relationships in the process. I have demonstrated this layering of the metropolitan region in Figure 1.2. We understand how the old system works, but we hardly understand the new system at all. I have used the dashed lines and oddly shaped depiction of the metropolitan region to reflect this lack of clarity in our understanding.

For instance, the dashed line from the citizen to the metropolitan region is hardly present, currently, in the system. Few, if any, regions have metropolitan level officials and institutions that are even vaguely known by citizens. The line from state government to the metropolitan region usually goes through institutions of local governments. The line from the federal government to the metropolitan region varies from federal agency to federal agency. One agency of the federal government, the Office of Management and Budget, defines metropolitan regions, but then warns against using those definitions for any application but statistical applications. Conversely, the Department of Transportation has forced the flow of federal highway dollars through a metropolitan regional organization, generally utilizing the definitions supplied by the Office of Management and Budget.

Understanding how the innovation (metropolitan region) affects the existing perspective of the state, or the feds, or the citizen, or the local governments is the objective of this book.


FIGURE 1.2 The Emerging System of Intergovernmental Relations in Metropolitan Areas
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The organization of this book is designed to explore the regional governing of metropolitan America in a systematic fashion. In Chapter 2, we will review the financial system of state and local government at the broadest possible level—the national level. We will see the fundamental relationships between the federal government, the 50 state governments, and the 86,000 local governments that constitute the United States system. In Chapter 3, we will focus on defining local government. There are several types of local government that have fundamentally different purposes, organizational designs, and powers. Local government includes counties, municipalities (both cities and towns), and special districts.

Chapter 4 will focus on what limited knowledge we have about metropolitan regions. Although defined for statistical purposes by the federal government, metropolitan areas have emerged as a tool that can be used to begin to understand how metropolitan regions throughout the United States are responding to the governance needs of their areas. In Chapter 5, we will compare and contrast variations in the design of metropolitan systems throughout the United States. I will introduce the Metropolitan Power Diffusion Index (MPDI), a scale that assesses the distribution of local government power at the metropolitan level.

In Chapter 6, we will overview the classic debate over how metropolitan areas in the United States ought to be organized. One view, which I called the “region as organic whole,” sees the metropolitan region as formally organized to explicitly serve the purposes of the region as it competes with other metropolitan regions throughout the world in pursuit of economic development. The second view, which I called the “polycentric region,” views the metropolitan region as a diverse set of personal choices in which citizens choose to reside in places that match their personal preferences. Global competitiveness results from creating an environment that encourages private enterprise and entrepreneurship.

In Chapter 7, we will look in detail at regional strategies that have been developed to govern the metropolitan areas of the United States. These strategies can be loosely bundled into what has commonly come to be known as “metropolitan regionalism.” Regionalism occurs when two or more local governments or communities within a metropolitan region work in some coordinated fashion on one or more issues of public policy. I will present four types of metropolitan regionalism. Those types are coordinating, administrative, fiscal, and structural. Each of these strategies can be found to one degree or another in each of the metropolitan regions in the United States.

In Chapter 8, we will explore problems or issues that arise as a result of the structuring of government systems in metropolitan areas. We will pay particular attention to the issues of racial segregation and fiscal equity between jurisdictions.

I admit to having a strong historical bias in the presentation of this material. The American local government system has evolved through the act of the doing of community life over the last three hundred or so years. I have gone down some of those pathways of history throughout the book. It is that history that drove us, rightly or wrongly, to where we are today. In a like fashion, that historical context frames and structures where we are headed. The old adage fits, “We cannot know where we are headed unless we know where we have been.”

 



Notes


1   Roundtable on Regional Planning. (1926). American Political Science Review. Volume XX, 156-163


2   Garn and Springer (1975) introduce the notion of economic clubs that are formed for either the purpose of production and/or consumption of goods and services. Whether in the private or public sector, the purpose for clubs formation is the same: benefit maximization, cost minimization, and association. Political  units can be seen as clubs of clubs. Conceptualizing metropolitan areas and local governments within those areas as clubs for clubs of clubs acknowledges that actions taken by particular clubs will affect other clubs in such a way as to change the benefit-costs-association for those clubs. This notion has led to conceptualizing local governments as growth machines, fiercely competing with each other based on the interest of the “clubs” to constitute each of those governments (Orum, 1991; Peterson, 1979, 1981).
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Financial Overview of the State and Local Governments System

State and local government in America is big business. In 1996, state and local governments received and spent $1.551 trillion and employed close to 15,000,000 individuals. On the revenue side, state governments raised or charged $553 billion and received $221 billion in intergovernmental transfers—$208 billion in the form of federal aid. Local governments raised or charged $508 billion and received $271 billion in intergovernmental transfers—$27 billion in the form of federal aid and $244 in the form of state aid (see Figure 2.1).

The dynamic interrelationship between states and local governments is highlighted when expenditure data is reviewed. Whereas, in 1996, state governments spent on operations $511 billion, local governments spent nearly 60 percent more—$778 billion. The difference is primarily a function of state aid, reflecting the dual nature of local governments: that of administrator of state programs and that of provider of locally originated and financed programming. Another way to conceptualize the system is to view the major role of the state as that of revenue generator, while the major role of local government can best be typified as service provider.

Because revenues and expenditures paint different but interrelated pictures of the state and local government system, I will treat each separately.




State and Local Revenues 

In 1996, over 88 percent of state tax revenues ($369 billion) were collected through sales and income taxes. Conversely, 74 percent of local tax  revenues ($199 billion) were from the property tax. The dedication of particular types of revenues to particular levels of government has historical roots. When new communities were developing in the 18th century, those communities had need for a set of public services generally related to property—roads needed to be built to the new settlements, property needed to be protected through police and fire services, a system was needed to define where one’s property ended and the neighbor’s property began. The amount of land one owned was a fairly reliable measure of one’s wealth, such that a tax on the value of property served the purpose of raising public dollars fairly and equitably while being used for property related services. As a result, property taxes became the domain of local governments. State governments, primarily delivering non-property related services, developed a tax base not connected to property.


FIGURE 2.1 The 1996 State and Local Government System

[image: 005]

SOURCE: U.S. Department of Commerce, Bureau of Census: http://ww.census.gov/govs/estimate/96s+lus.txt


Comparing and contrasting sources of local government revenues between 1982 and 1996 reveals a fairly stable picture. In 1982, property taxes constituted 76 percent of local government tax revenues. In 1996, property taxes made up 74 percent of local government tax revenues. Although often maligned as an unfair and difficult tax to administer, the property tax continues to dominate as the primary source of revenue for local governments. To the degree that local governments have looked to other tax revenue sources, the sales tax is the tax of choice. Whereas sales taxes constituted 14 percent of 1982 local government tax revenues, they  were 16 percent of 1996 total tax revenues. Rather than relying on shifting tax revenue sources, local governments have been more likely to look to user fees for additional revenues, a topic that will be discussed later.


TABLE 2.1 Comparison of Principal Revenue Sources for State and Local Governments, 1982 and 1996 (in billions of dollars)
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SOURCE: U.S. Department of Commerce, Bureau of Census: Census of Governments: Finance Summary Statistics: http://ww.census.gov/govs/estimate/96s+lus.txt


State governments were more apt to concentrate their tax revenues in sales and income taxes in 1996 than they were in 1982. Whereas those sources constituted 88 percent of 1996 collections, they were only 77 percent of 1982 collections.

One of the more interesting revenue trends is the rate of overall tax growth when comparing state and local revenues. State governments, relying on progressive taxes (sales and income) which are elastic and, therefore, more likely to expand as the economy expands, grew 157 percent (from $163 billion to $418 billion) over the period 1982 to 1996. Meanwhile, local governments, relying on the more inelastic property tax, saw those property taxes grow by 161 percent (from $104 billion to $271 billion) during the same period. Although beleaguered and condemned, the property tax continues to dominate the local government revenue picture and demonstrates remarkable capacity to grow and expand.

User fees or charges for current services are primarily the domain of local governments. In 1996, local governments collected 63 percent of all current charges and 95 percent of all utility revenues. State government charges are primarily in the area of higher education—56 percent of state current charges are related to that area. In the areas of hospitals, sewerage, solid waste, and other activities, local governments are the dominant revenue collectors.

The revenue area that has experienced the most significant change over the last several years is intergovernmental transfers. The 1960s and 1970s were highlighted by an increasing involvement of the federal government in the direct financing of local government. In 1982, 24 percent ($21 billion of $87 billion) of federal aid to state and local governments went to local governments. The mid 1980s saw retrenchment on the part of the federal government in the financing of local governments. By 1996, local governments received 11 percent ($27 billion of $235 billion) of total federal distribution to state and local governments.

The withdrawal of the federal government from direct support of local governments is sharply contrasted with a significant expansion of its support of state governments. Whereas federal aid to local governments grew by only 27 percent, federal aid to state governments grew by 215 percent. Although an internal shift of federal aid occurred, federal aid as a percent of total state and local tax revenues has remained relatively constant—33 percent in 1982 and 34 percent in 1996.

The relationship between the federal government, the state governments and local governments needs some historical context. The federal system in the United States, as embodied in the Constitution, is an agreement in the form of a contract between the federal government and the states. The word “federal” is derived from the Latin, foedus, which means contract. As part of that contract, the internal affairs of the constituent  states are reserved for the states to decide. Local governments fall within the purview of the states. Hence, the federal government’s link to local governments has always been a tenuous one that is, at best, indirect. The perceived urban crisis of the 1960s and 1970s helped to change temporarily that historical relationship and led to a brief period where the federal government took a much greater direct financial role in local government. This new engagement of the federal government in local affairs was highlighted by a program that operated during the 1970s and early 1980s called “General or Federal Revenue Sharing,” wherein literally every general purpose local government in America received an annual formula-driven allocation from the federal government. The experiment of federal involvement in local government, including Federal Revenue Sharing, ended in the mid 1980s.

Over sixty-five percent of local government revenues are collected through local governments assessing a tax, charging a fee, or otherwise relying on raising the money themselves. I refer to these revenues as “own-source” revenues. Although a two-edged sword, this reliance on own-source revenues is a significant and defining feature of the American system in contrast to most other systems of local government in the world. On one hand, it is one of the most significant empowering features of the system. It allows communities to decide, locally, which issues are important enough to allocate resources. It creates ownership in the process of governing in that no higher level of government is telling communities what to do or is providing resources so that needs are met through “someone else’s money.” On the other hand, it sets in motion a potentially dangerous and fiercely competitive battle between governments. If the local decisions to raise own-source revenues create a tax and fee package that is not competitive with other communities’ tax and fee packages, disinvestments and flight from the non-competitive community set in motion a downward economic spiral for that community.
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