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June   15,   1970

Honorable  Ronald  Reagan,   Gover'nor
Honor.able  Ed  Reinecke,   I,t.   Governor
Honol`able  Robel.t  T.   Monagan,   Speaker

of  the  Assembly,   and
Members  of  the  I.egislature

The  Council  on  Intergovernmental  Relations,   1n  accol.dance
with  Section  34210  of  the  Cover.nment  Code,   transmits  this
repol`t  on  its  project  to  recommend  shifts  in  the  allocation
of  public  service  responsibilities.

This  is  the  first  part  of  a  long-term  project  and  includes
a  statement  and  a,n  lnitlal  testing  of  the  pr'inciples  and
criteria  which  will  be  applied  to  specific  public  service
systems  ln  the  next  phase.

This  project  ls  based  on  the  pr.lnclple  that  the  allocation
of  state  a.nd  local  government  revenue  sources  should  r.elate
to  the  allocation  of  public  service  responslblllties.
Because  of  the  value  of  this  project  to  considerations  for.
tax  I.efor.in,  there  ls  broad  interest  in  the  Council's
undertaking.    To  capture  that  interest  and  to  reflect  it
in  our  specific  recommendations,  we  intend  to  use  this
r.eport  a,s  a  beginning  basis  for  interchange  between  the
Council  with  its  long-range  task  a.nd  those  who  have  the
day-to-day  I`esponslbility  for  providing  public  ser.vices.

Respectfully  submitted,

.
BOSS   BARRETq?,   Chalrma.n
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To  the  Reader   .   .

"Please  understand  that  what  is  put  forth  in  this

document  is  not  for  immediate  implementation,.  it  is  a

guide  for  the  future  assignment  of  public  service
responsibilities."
"lf  we  were  to  take  into  consideration,  for  example,

what  the  Legislature  would  be  able  to  adopt  today,  we
would  not  even  have  started  the  project   .   .   ."

Paul  I.  Anderson
Riverside  County  Supervisor
Vice-Chairman,  CIR
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ALLOCATloN  OF  PUBLIC  SERVICE  RESPONSIBILITIES

This  Counc.il   project   was   jnitiat.`d   to  establish   a
more   rational   ass`ignment  of  public   sei`vice   respon-
sibilities among Federal, State and  local  governments
in  California.  It  foll()ws  the  recommendation  of  the
Council's  lt)69  report  which  states:

"The functions and  responsibilitii.s of :`11  li`vcls of

government within the State sht)iild  bc rccx:`inini.d
and redefined, concurrently with clial`ges in the tax

;i:d,:o::t[[{e:::I;:hs§:i:etbhg;£:;,d:.¥s:;T¥g:t::£:s,n:Cid:£
to local government.  Rcallocatit)n ()f service rcspon-
sibilities between cities` counties and distric(s [s also

possible. The service reallocations should  bc accom-
panicd  by  a  tr.dnsfl.r  of  the  ta^.  base  a`i  well."

The  project  was  officially  launl`hcd  ()n  ^iigust  20,
1%9   when   the  Ctiiincil   ri'vii'wc`d   al`d  :`pi)rt>vcd   the

proji.i``  {)utlii`i`  and  wt.rk  si.lil.tlil]i`.  'l`l`i.  I)rt>il`|`t  t>l.il.c-
tives  are:

(I)   .I`o  develop  rec()mmcndati()ns  ftir  the  reall()ca-
lion  of  public  service  rcsponsibili(ii`s.

(2)  To    prepare    an    inti`rgovemmcn`al    program
framcw()rk  to  aid  thi'  coordinated  achil'vi'mcnt
of  public  oL>jl.ctivi'.i.

Two  Phase  Study
The  project   is  divided   intti  two  phases`  .l`he  first

one  is  covered  by  this  report  and  includl``s:

(I)  the  development  of a  set  of principles  and  crit-
eria  as  guidelines  for  allocating  public  si`rvicc
responsibilities:

(2)   the  application  of thi.`  set  of pi.incipli`s,  as  a  test
of  their  usefulness,  to  a  sclcct  group  or  public
services. The services select..d are thc. state-local
subvention   programs   contail`ed   in   the   State
budget  for  which  the  Statc`  transfl`rs  fimds  to
lol`al  jurisdictions  to  accomplisl`   pulilic  ``ervicc
obil.ctives;

(3)   the  initial development of recommended  policy
and financial shifts for broad public service pro-
gram  areas;

(4)  recon`mendations  concerning  the  provision  of
public  scrviccs  by  special  districts;

(5)   a  statement  about  the  dc.veloping  areawide  di-
mcnsion  of  public  scrvicc  respol`sibiljtie`t:  and,

(6)   a  program slructurc inlendcd  to be all-inclusive
of  all   public  services  provided  by  all   lc.vcls  of

government, but which is in an elementary stage
of development.

`   Phasl-  two,  to  be  worked  on  next,  would:

\,     (I)   apply   the   guidelines   more  completely   to   par-\

I              tj::t':tr;opn:b;;ucbi:crvh;::,;Ls,y.:tr±`:dsj`;astT::; as tra.I:::.~,

(2)   rccommcnd    further    pr()gram    and    financial
shifts;  and

(3)   devel()p   ii`t`()rimtion   ()n   economii`al   si'/.e   `i[`its
rtir  thl`  di.livl`].y  tif .`c.li.c`cd  ]7ilblii`  .`iirvicils,  .]`hi.

program striic`urc will be furtht:r di`vclopl.d f()r
iise as a  iiicans of coordimting tl`e achicvemi'n(•     of  the   public   servicl.   obiectivcs   of   rcspecti`'i.

units  and  l|.vets  of government.

Before reediiig the ideas a I.d  recoiiiiiieirded direc-
li(llls .Sel forlll in  tllis d()clJll.e'11l,  lI.ere are> tw()  i)oiills
ujhit:ll  tile  re(I(ler  is  asketl  to  l]etiT  iii  iiliird:

\.   '1`l.e   recollliiieiidalioils   are   iiileiideel   as   loiig-    `

\   rzl7ige goo/S.  It  is  thc'  uniciue  role  of the  Coilncil
to   provide   the   long-term,   overall   perspective.

:I;i::L.:`:sir::ndd;::£c°t?osnh?:%:`e,i,nn';:odveeddt:I;,:g::}`
lion    of.    public    sl.rvice    resi)onsibilitil.s,    even
though   they   may   I`ot  appear  achic.vablc`   under
curr..nt  laws  and  conditions.

Z.   This  is  tl  slorliilg  ptlirit for  discusstoii. .rt`  our
kn()wlcdgc,  this  is  {ine  of the  first  proiec`s  of  its
kind  in  the  Nation.  Thus,  this  report  should  be
viewed  as  a  beginning  basis  for  intcrchangl-  be-
twcc`n   the  Counl`il   with   its   long-range   assit;JI`-
ment  and thosi-who have the day-to-day  rcspon-
sibility   rt>r  pr{>viding  I.ubllc  ``crvices.                            /'

), i_.
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Framework for Analysis - Principles and Criteria



ALLOCATION  OF`  PUBI.IC  Sl.`,R\'l(:F,  Rl.`,SPONSIBIl.ITII.`,S  IN  CALIF`ORNIA

I.  FRAMEWORK  FOR  ANALYSIS-Principles  and  Criteria

The  first  project  task  was  to  set  forth  those  basic
principles  a|id  criteria  by  which   the  total   range  of
public  services could  be  analyzed  and decisions  made
on  the  allocation  of a  public  service  to  the  respective
levels    of    government    or    to    the    private    sector.
Familiarity with these principles and criteria and h()w
they are applied  is critical. to the understanding of the
results, conclusions, and recommendations of this pro-

ject.

A.    Principles  and  Criteria
The  framework  for  the  analysis  of  public  ser-

vices   is  based   iipon   a   benefits-received/assumr>-
lion-of-risk  principle.

Services   can   be   classified   into   thi.ee   kinds-
those  with   mainly   individual   benefits  (example:
water  or  electricity),  those  with  largely  group  or
societal    benefits   (example:   defense),   and    th()se
which  benefit  the  individual  but  which  have spil-
lover   benefits   to  society  (example:   primary  and
secondary  education).

When services arc discussed in terms of benefits
received, it is important to note whether individu-
als   or   society   are   the   primary   beneficiaries   or
whether  there  is  a  substantial  sharing  ot` benefits.

Assumption-of-risk   services   are   those   where
government assumes the risk for those peoi)le who
become  incapacitated.  Examples  would  be  assist-
ance  for the  poor,  diseased,  or  handicapped.  Pub-
lic  assumption  of  risl(  is  similar  to  that  principle

ms:dtine£:essupr:::jej[[rt;hj:rcaps:;ttehcetjpnugbgg:sin:
whole  from  disorder  and  disease  and  for  provid-
ing  basic  human  needs or  rehabilitation  for  those
individuals  who  become  disabled  or  dependent.

The more widespread the benefit of the service,
or the broader the risk which the service assumes,
then it should be the larger governmental jurisdic-
tion  which  makes  policy and  financial  choices  re-
garding  that  service.

The more limited  the benefits from  the service,
the   more   the   choices   should   be   made   by   the
smaller  jurisdictions.

For   those   services   where   benefits   accrue   to
identifiable   individuals,   where   redistribution   of
income  is  not  a  major  concern,  and  where  collec-

tion    of   fees    is    administrativeLy    feasible,    user  ,'`
c`harges should be made to cover the full cost of the
service.

The  level  which  should  administer  public  pro-
grams depends upon the kind of system  necessary
for  their  delivery.

Personal  scrviccs often  rcquirc a  "local  delivery
system".  This  local  delivery  system  may  be  prov-
ided by a  larger level of government (for example,
the  federal  postal  service),  or  it  may  be  provided
by  I(jcal  iurisdictions  (for  example,  social  welfare
servlces).  However, mor`ey payments and services
such as research can  bi` accomplished at the larger

governmi.ntal  lL.vels.
Specifically,  then,  the  criteria  being applied  are

summari'/.ed   as   follows   (appendix   A   contains   a
more  complete  explanation):

f'o/i.cy    cAol.ce    regarding    public    programs
should  be  at  that   level  of  government  which
largely  encompasses  the  source  and  solution  of
the public problem, that is, where benefits from
the   service   are   consumed   mostly   within   the
boundaries    of   the    government    making   the
choice

Furthermore:
The  level  of  government  which  determines

policy  is  the  one  which  should  be  able  to  and

i::a:;:ys:ai:.:u:ed:g.T;La?d;e;er::D:i,:,:b#:ya„.;i.raFaineej
where  equity  can  be  maintained.

And  finally:

Government services should be ad77}I'7}I's'!677iec7
at   that   level   which   is   legally  and  administra-
lively   capable   of  providing  services   within   a

price range and at a level of effectiveness accept-
able  to  the  public  representatives  determining

policy.

the level or quality of `s6Tvices i.or the level of
efficiellcy  in  their deliuery.  Instead,  the  pur-
pose  is  to iTtdicate which  letiel of gouernlnei.i

In,this, Study, ,tl:e inrt`ei..t !s 1.o[ to .Pet?rlni,rie:\

should  be  Tespon§ible for  making choices for
the  Various  public  services.`

)6`



All,{>c,\i`Itih'  Oi,`  i>uBi.ic sER\'ici`.  Ri.:si.ttNsiBiLi'I`irs  IN  c^Lli.`oRNI^

8.   Use  of  the  Principles  and  Criter.ia
These  principles  and  criteria  imi)rove  tl`e  c8i)a-

bility  to clarify  choice  am()ng  priorities of a  colos-
sal  numblir  of  public  and  private  goods  and  ser-
vices.  Clarifica(ion  ()f  this  choice  is  a  major  issue
facing  government  today.

In  the  marl{etplace  a  pricing  system  facilitates
choice among goods and  scrviccs.  Prices  fluctuate
wi(h  supply  and  demand  :ind  clioiccs  sl`ift  in  re-
sponsc  to  price  changes.

For  some  public  scrvicl.s  a  pricing  systci`i  als`o
can  assist  consumer  choice  of  whether  to  obtain
more  or  less  of  a   particular  ser`Jicc.   In   thi`  casc`
where  user  fees are  appr()priate,  charging  Thc  full
cost  of the  servicl.  tl`n(l``  1()  I)laci`  it  in  thi`  imirkcl-

place  with  other  goods  and  services.  'l`ransporta-
tion  or  recreation  services,   for  example,  can  be
consumed  more  or  less  depending  on  their  price
and the demand  in  contrast  with  other scrviccs  in
the    marketplace.    Too    often    I)ublic    subsidies,
through   the   use  of  taxation,   have  distorted   the
price  of  enterprise  type  services  without  a  c()n-
tinuing  review  [o  dell.rmi[`c  their  prit)rity.

Some   public   services,   however,   do   n(;t   lend
themselves to a  pricing system, since the  benefici-
aries are often  uni`clatcd  to  thosL.  who  I)ay  for  the
services.  Instead.  these services  rely on  a complex
system  of choice  by  public  repi`esentatives`

ln  order to clarify that choice, our set of princi-
ples and  criteria divides  public scrviccs  into  those
with   limited  benefits  or  limited   risks  and  those
with  widespread  benefits  or  bro.ad  risks.

Liiniled  beTiefil/risk  services are divided  in{(]
/Aree  ca/egorl.eS..  (I)  those  bcnefiting  individuals
within  a  restricted  area  and  where  user  charges
can   be   made  (county   and  citrus   fairs);  (2)  those
where benefits  Largl.ly  accrue tt) a  lt>cal  I)oi)ulation
but  where   user  chai`ges  are   not   prdc`ical   as  thi-
main   source   of   income   (neighborht>od   tt)I   lt>ts);
and,  (3)  those  whel.e  benefits  are  primarily  to  the
local   population   but  where  the   local  tax   ba`ic  is
inadequate  to  support  a  State-defined   minimum
standard of local services (maintaining iuvcnile de-
tinqucnts  in  juvenile  homes).

The wides|)read I)eiiefit/risk .services iire cl(Issi-
fied  lilt() fou r enlegories : (1) ihose t`[ s`a`ewidc or
regioml  impact  where  chargc`s  can  bc  c`quitably
made  [o the  beneficiaries  (small craft  harbors);  (2)
those which do not require interstate equalization,
and  which  arc  applicable  to  the  State  as  a  wholc`

yet  do   not  require  a   local  governri`ent  delivery
system  (statewide  court  system);  (3)  those  having
thL` most widespread benefit or risk and which can
bc  :idministi`ri`d  at  tl\c  larger  g()vcmmi`ntal  Lc`vl.Is
(income   for   permanently   dependent);   and,   (4)
those  which  take  cooperativi.  intergovcrnmL-ntal
arrangements   [o   e(]uital)ly   fund   and   efficiently
tll.liver.  '[`his  catl`gt.ry  ct>nt:`it`s  si.rvicl`s  oril.nti`d
`(jward   (a)  tl`e  disadvai`taged  (handicapped  chit-
drei``s sl.rvici`s),  and  (b)  the  population as  a  wl`ole
(K-12  education,  and  public  library  systems).

[n summary, then, the  recommendations in  this
study  are  based  upon  a  benefit-received  princii)le
whei.e  policy  choicc` and  l`unding are  made by  the
public rcprcsentatives of the jurisdiction  rcceivil`g
thl. bi.ne fits or asouming i]roti'ction against  a  risk.
-Where  individual  beneficiaries  are  identifiable

and  income  r..distribution  is  not a  major  public
purpose,  user  fees  are  recommended.

-Where  [hc  benefits  are  locali.Zed,  responsibility
for  policy  and  funding should  remain  at  the  I(}-
cal  lcvcl. The cxccption  would be in  those cast:s
where the State assures a minimum level of local
services in iurisdictions without an adequate tax
base.

-Whel.e   the   benefit   or   risk   is   widespread   the
larger  levels  of  govel.nmci`t  should  assume  the

`LW°,I,;:reatnh€ fj::%;t:I arfeesp;inds::;'j:¥a  but  a  local`{    delivery   sy.item   for   thl-   services   is   ncccssary,

joint respt]mibility isrecommended,includingaI     coordinated,   in`crgovernmental   decision-mak-

ing  system.
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