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APPENDIX A 

FEDERAL AID TO STATE AND LOCAL GOVERNMENTS 

The Federal Government's greatest influence on States and 
localities is through its management — or mismanagement — of 
the overall economy. In recent years the relatively minimal 
benefits of increased grants have been more than offset by high 
unemployment, high interest rates, high inflation, and low 
productivity in the economy. The major responsibility of the 
Federal Government as a partner in federalism is to promote a 
stable and growing economy so that States and localities can plan 
and use their own resources effectively. The Administration's 
economic program — described in more detail in the February 18 
report: A Program for Economic Recovery — provides for this 
stability and growth. 

In the regulatory reform area, the Administration's proposals and 
actions already taken will significantly ease the burden on State 
and local governments and relieve them of thousands of hours of 
administrative requirements. 

In addition, a substantial portion of the budget changes under 
the President's economic recovery program would affect both the 
form and the structure of Federal aid to State and local 
governments. 

The table below shows current estimates of grants to States and 
localities. Budget authority for grants is estimated to be $86.2 
billion in 1982, $14.8 billion below the 1981 estimate. Grant 
outlays for 1982 are estimated to be $86.4 billion, $8.0 billion 
below the 1981 estimate. 

Table A-l.—GRANTS TO STATE AND LOCAL GOVERNMENTS 
(in billions of dollars) 

Estimates 
1981 1982 

Actual January Revised 
1980 Budget Budget 

January Revised 
Budget Budget 

Budget authority 
Outlays 

105.0 110.6 101.1 116.9 
91.5 95.3 94.4 99.8 

86.2 
86.4 

The distribution of Federal grants by budget function is shown in 
two tables at the end of this Appendix. 
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The revised budget focuses on the usefulness of the dollars sent 
to States and localities. Not so surprisingly, all Federal 
dollars are not equal. Those provided through broad-based 
grants, such as the social services program, are far more useful 
than the small categorical grants that are highly regulated and 
require excessive administrative attention. 

The Administration also believes that too much authority now 
rests with the Federal Government, and that more decisions on the 
usefulness and funding of domestic programs should be made by 
State and local governments. The Federal Government does not 
know more than our partners in the federal system about State and 
local needs, and should not be regulating and controlling State 
and local activities. 

Consistent with delegating more authority and making grant 
dollars more useful, the Administration is proposing several 
major grant consolidations that would return more authority to 
States and localities. The block grants would also generally 
eliminate requirements that recipients maintain a level of 
expenditures from their own funds, or that they match the Federal 
funds with their own. Burdensome planning, reporting, and 
recordkeeping requirements under various categorical programs 
would also be eliminated. 

The Administration proposes to consolidate all or part of about 
44 separate elementary and secondary education programs into two 
block grant programs — one to the States and one to local 
education agencies (LEA's). These block grants will shift 
control over education policy away from the Federal Government 
and back to State and local authorities — where it 
constitutionally and historically belongs. 

The LEA block grant will include about 10 programs that are now 
targeted on students judged to have special educational needs: 
the economically disadvantaged, the physically or mentally 
handicapped, children in school districts undergoing racial 
desegregation, and illiterate adults. 

The education block grant to the States combines about 34 
separate programs that provide direct educational services for 
handicapped, neglected, and delinquent children? improve the 
staffing and services of the State educational agencies? and 
support improved school services in a variety of ways including 
assistance to school libraries, curriculum development, and 
technical assistance. 

In the areas of health and social services the Administration 
proposes to consolidate the authorities for about 40 Federal 
categorical grants into four block grants to States. Currently, 
an uncoordinated array of programs provides services based on 
varying criteria including age, income, health status, disease, 
occupation, and residence. Most of the programs duplicate others 
serving the same type of beneficiary. Each program generally has 
its own separate planning process and other administrative 
requirements. The four block grants will be in the areas of 
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health services, preventive health services, social services, and 
hardship assistance. 

The Administration's proposal will enable States to plan and 
coordinate their own service programs, establish their own 
priorities, and exercise effective program control over resources 
provided to localities and non-profit organizations. States 
would thus have greater flexibility in — as well as greater 
responsibility for the results of — providing needed services to 
their populations. The overall effect would be to strengthen 
State governments and provide publicly-financed services more 
effectively and at lower cost to those who need them. 

In addition to these major block grants, the Administration 
supports smaller consolidations of Indian programs, environmental 
grants, employment and training programs, nutrition assistance 
for Puerto Rico, and airport programs. 

Because the new block grants and grant consolidations will allow 
for significant savings in administration and result in more 
efficient management, the reductions in funding need not cause a 
comparable reduction in services to the public. 
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Table A-2.—GRANTS TO STATE AND LOCAL GOVERNMENTS BY FUNCTION: BUDGET AUTHORITY 
(in billions of dollars) 

1981 1982 
Actual January Revised January Revised 
1980 Budget Budget Budget Budget 

National defense 0.1 0.1 0.1 0.1 
Energy 0.5 0.5 0.4 0.6 0.1 
Natural resources and environment 4.6 4.3 2.4 4.8 0.6 
Agriculture 0.8 0.8 0.6 0.6 
Commerce and housing credit * * * * * 
Transportation 14.9 14.3 16.4 12.7 
Community and regional development 5.8 5.2 5.8 4.5 
Education, training, employment, and 
social services 21.5 21.4 19.6 25.0 15.2 

Health 16.5 19.2 18.5 20.9 19.2 
Income security 37.3 1/ 33.4 35.6 26.7 
Veterans benefits and services * 0.1 0.1 0.2 0.1 
Administration of justice 0.1 0.1 0.2 * 

General government 0.2 0.2 0.2 0.1 
General purpose fiscal assistance 8.5 6.1 6.1 6.7 6.3 

Total 110.6 1/ 101.1 116.9 86.2 

1/ Excludes $9.4 billion for housing programs erroneously classified as grants to 
State and local governments. 

$50 million or less. 
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Table A-3.—GRANTS TO STATE AND LOCAL GOVERNMENTS BY FUNCTION: OUTLAYS 
(in billions of dollars) 

1981 1982 
Actual January Revised January Revised 
1980 Budget Budget Budget Budget 

National defense 0.1 0.1 0.1 0.1 
Energy 0.5 0.6 0.6 0.8 0.4 
Natural resources and environment 5.4 5.3 5.2 5.3 4.7 
Agriculture 0.6 0.8 0.8 0.6 0.6 
Commerce and housing credit * * * * * 
Transportation 12.9 13 .2 12.8 12.0 
Community and regional development 6.5 6.2 6.2 6.4 6.0 
Education, training, employment, and 
social services 21.7 21.0 23.5 16.4 

Health 15.8 18.6 18.2 20.2 18.9 
Income security 18.5 21.8 21.7 22.9 20.5 
Veterans benefits and services 0.1 0.1 0.1 0.1 0.1 
Administration of justice 0.4 0.4 0.3 0.2 
General government 0.2 0.2 0.2 0.2 0.2 
General purpose fiscal assistance 8.5 6.7 6.8 6.7 6.3 

Total 95.3 94.4 99.8 86.4 

$50 million or less. 
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