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NEW JOURNAL: THE QUARTERLY JOURNAL OF NEW_YORK STATE PQLITICS

The New York State Political Science Association and Empire State
Report are pleased to announce the establishment of a new journal, The
Quarterly Journal of New York State Politics, The Journal is interested
in publishing research dealing with the government and politics of New York
State and with the policy concerns of the state, It is also interested in pub-
lishing summaries of existing research trends, book reviews, and materials
on the teaching of New York state politics, government and policy. The
Journal invites contributions from scholars working on subjects of interest
to the New York political and academic cornmunity. For further information,
please contact: Professor Henry J. Steck, Quarterly Journal of New York
State Politics, Departrnent of Political Science, SUNY College, Box 2000,
Cortland, New York 13045,

AOE K Gl F ok ok ok R ok ok koo de ok ok ok ok ok e % ok ok ok K ok %




fg]

1G87 aAPsA CONFERENCE FOR FEDERAL STUDIES PANEL

The Counference for Federal Studies will sponsor the following panel
at the APSA Meeting in Denver. The meeting is schedeled for 8:45 5
on Sunday, September b,

Topic: Federalisrn in Court: The Social Scientist as
Expert Witness

Chair: William ¥, Stewart, PPoliticel Scisnce Department,
302 Ten Feor, P, O, Drawar ¥, The University of
Alabama, University, Alabarna 35486

Papers: "Fxperiences of an Expert Witness"

Zapers
Charles Cottrell, Political Science Depariment,
S, Maryv's University, San Antonio, Texas 78284

"Contritations of Secial Scientists in Federal
Digtrict Courts”
William B, Stewart, The University of Alabam
Dise. :  Katherine Rudder, Associzte Director, American
Political Science Association;
Gary Orfield, The Brookings Inst;.“'“thl,
1775 Massachusetts Avenue, N, W., Washinglon, T, O,
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RECENT (ONFERENCES

Liberty Yund Conference on Phe Meaning of American Pluralism®
y £

1

This conference was conducted by the Tenter for the Study of Federalism
frorm May 16-i8, 1982, It was fuaded by the Liberty Fund, 'The fellowing
papers were presented:

"Williarm Penn’s Concepiion of a Pluralist Polity”
{(Keynote address)

B, Iigby Dalizeli, Deparunest of Bocleiogy,
Univareity of Fennsylvania

A Plaralism of Political Cultares?
Aaron Wildavsky, Survey Research Center,
University of Californis, Rerkeley
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Liberty Fund Conference on "The Meaning of American Pluralism" {Con't)

"The Idea of a Pluralistic Polity and Its Implications"
Wiiliam Allen, Department of Humanities and Sociz]
Sciences, Harvey Mudd College

"Political Expressions of Pluralism?”
Robert Pranger, American Enterprise Institute

"Pluralism and Federalism?®
Daniel J. Elazar, Center for the Study of

Federalism, Temple University

Other participants at the conference included:

Farl M, Baker Samuel Krislov
Temple University University of Minnesota
Gary Browne Donald 5, Lutz
University of Maryland University of Houston
Gordon Freeman David W, Noble
Walnut Creek, California University of Minnesota
Morton J, Frisch Howard Permiman

- Northern Illinois University American Enterprise Institute
Joseph E, Goldberg James Reichiey
Hampden-Sydney College The Brookings Instifution
Robert B, Hawkinsg, Jr. Stephen L, Schechter
The Sequoia Institute Rusgsell S8age College
Ellis Katz Muiford {2, Sibley
Center for the Study of Federalism University of Minnesota
John Kincaid Kenneth 5, Templeton, Jr.
North Texas State University The Liberty Fund, Inc,
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Workshop on Covenant and Politics:
"¥ederal Liberty as a Covenantal Theme in American Civil Society'!

‘This rnost recent Workshop ou Covenant and Politics was conducted
on May 19-23, 1982, The following papers were presented:
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nFederal Liberty as a Covenauntal Theme in American Civil Society! (Con't)

"“The Almost-Covenanted Polity"
Daniel 7. Fiazar, Temple University and Bar-ilan University

tDimensions of Liberty in the U, 8, Constitution”
Donald 8, Latz, University of Housion

“1incolnts Political Humanitariaoism®
T. David Greenstone, Universily of Chicaco
r P

Covenant Foondations in the American Economic Comummmity”
John F.A. Tayior, Michigan State University

nCovenantal Perspectives on Freedom of Speech’
Tohn Kincaid, North Texas State University

Other participants at the Workshop inciuded:

James Luther Adams John Peacock
Harvard Divinity School American University
William B, Allen Filipvo Sabetii
Harvey Mudd College MceGill University
Anthony Careless M. Estelile Smith
Ministry of Intergoveramental State Diniversity of New York,
Relations, Canada Oswego
Morton J, Frisck William H, Stewart
Northern [Hlinois University University of Alabama
B.J. 5. Hoetjes Douglas Sturm
Queen's University Bucknell University
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CALL FOR INFORMATION FROM NOTEBOOK EDITOR:
ANNUAL INVENTORY OF RESEARCH ACTIVITIES

1t ig tiroe, once again, to compile our annual inventory of current research
activities by rmembers of the Conference for Federal Studies, This is done as
4 service ta its members, the results being published in the CF5 Notebook,
The followitg forn is provided for the convenience of mernbers in transmitting
information on their current research activities and publications, We hope that
A1l ynembers will £111 out the form and return it to the editor, Donald 5. Late,
Depariment of Political Science, University of Houston, Houston, Texasn 77404,




Annual Inventory of Research Activities (Con't)

s

The responses to this inventory will be published in the issue of CFS Notepoox
following the next one {that is, two issues from now). I you have any infor-
mation on grants, travel, meetings, etc,, please include them for publication

in future issueg, Thank vou,

1. Name

2. Institutional Affiliation {university and department, goveramental agency,
ete, } and Address

3, Title and position

4, Current Research Activities

Project Number 1

(2} Title

(b} Descripiion

{d} Btarting Date/Completion DDate

e &

(e} Availability of Final Reporr {Address)

{Please use back of thisz page for additicnal projecis}



Annual Inventory of Research Activities {Con't)

4, {onierence for Tederal Studics Activities

-

a} What services would you like the Conference to provide for its
members?

h) What topics would you fike to see presented at the Annual
Syrnposium organized by the Conlerence at the yearly American
Dolitical Science Association Meetings® 7

g

{cy Would you be wiiling to sevve as a reader for PUBLIUS manuscripia?
Yes Mo

Please indicate your aveas of specialization and interest,

Would you be willing to review books for PUBLIUS?

Yes Mo

(e} On what topice would vou like to review books?

THANK YOU,
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FURTHER EYVIDENCE ON FISUAL CENVRALIZATION AMD DECENTRALIZATION

Poweriul economie and social f(,nrc-w 5 hive boen at work in developed

countrisas cwver the meut %5
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impact of these forces an fizcel nonginlios
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of total taxes collected that is levied by the central Eovevitmart, The ieng
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Table ¥ ig the complement of Table [ and sriows that ithe ratics of
provincial-ginte~local taxes o I.o.,a,? trxes have Doen ga‘:rmra.? v oincreasing
between the years 1947 and 1981, Thesge the ides thatl

the forces beohind growing fiscal decaat rct‘uatmm nzve h:’;‘ea mores poweril

tnan those working foward fiscal o ration, Al foderal coontries
aneztlga;c:} reveal a patiarn of inc:reasing Fizgeal lmportance b provincisie

state~iocal governments,

Decentrailzation and Seoaratd jgoa!

:

The reader should exnerc
in this note, The process of
and force’ necessary to penerate chaage, While in many cases provincial,
state, and local authorities can hetter catelr Lo the prefevences of individaal

se cankion in Ll e =R utos

3 ating the irends veported
decentralizaiion soay nave within it the seeds

voiers who are members of varicus culraral, et :"’l’l;.\., lingulstic, rasial,

religious, or sccial groups iw effecty of deveniralized public policy may
generate increasing msv;;,.;a,m_’:m& srmong various governmenial units and thelr
ftizens. As time passes these differences n the way indlvidaals are treated
in zubnational povernments may stimualate reaction a-n{} & mnewverment for pene
tral anthority interverdion 1o ¥ es* rro mors aguality and balance, & and to set

minirom standarda by which all provineial, state, and lecal juri indiction
must abide, Scm-:—: decentralization mav be traded off for other gouls,

There is theraforve the possibility of a cycling of the centralization and
decentralization process, S8 GNP geows over the long run and thme uasscs,
the ameount of govermment taxes, revenues, and sxpenditures grows, bt at
times regicvnal economic and s{;fisﬂ factors caunse the peovinciri-state-

tocal share o grow relative to the federal shave while at other tunes the
e se OCoiUs.

There is ne compeliling reason o assume, however, that ibis pattern
of figeal cycling between ceniral and regional governigents will condinue
indefinitely, I the stvong desire of regi.e:mai govarmments to mest citizen
aesds and dermands for vatious provincial-state-loval govermmental ser-
Iy thwarle, gepar .-,,ih-n. from the fedes jon: hooomes a

vices iz fregu
germine and athy ;;(,;.1.‘«"; alternative., The fact that the data in this paper
indicate increasing fiscal decentraceation in economically developed federxal

14 .t.—’;,me svidence that cenbral goveroraeanis hawve heaen

counlries
pavticularly symipathetic and re

apongive 6 roglonal needs or able to gatisiy

=

changing aspirations, it may well be that the de weentratizing trend of the
slently rapid to pre-
vent serious moves toward the sepavstion Lsf non-ceviral govermmnenis,

1

years has besn neither Slrong eaoRio Doy sl

i

See Donglas A, L. Auld, VCoatemporary and Hist srical ¥ 'ﬁnmcznic Dirnen-~
stons of Canadian Confedevation, ® Discussion Paper No, ?'* 1, Departrnent
£ Toonomics, Uuiveraity of Gueiph for an excellent bistory and analysis
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T&BLE T
. RATIO OF (8K %ﬁ&hfn TOTAL COVERNMENTAL TAXES
Ui fed Uniied i

Year Augtrallad Sraregt Statas” fanada® W. Cermany® Swi£igylandb
1947 L TED 763 ALY
1948 731 JTAE 718
15949 L8827 ;e YK 591
1950 B4 L7223 PR LHE0
1351 981 LI87 TEY 725 .35}
1992 895 753 AT W ThL LA
1953 R7S LTHG AV JFAY 585 L4888
1954 ARG A 723 ST1E L 547
1995 LASH 719 i LY L 508 492
1996 LB5%5 LT LT24 L TUG . 582 L 525
fas7 849 ] 719 B7h 11 b4
1958 «A4] OB Nl Bl 557 516
1959 A28 R L i05 AL T 476
1940 A28 T L T A +330 LJART
1361 LR35 A0 A 636 L3525 473
1962 A2a SR LBH L5871 524 ]
1963 LA14 N1.33 NG 983 .57 AT
1964 ALY LH4 WJETZ e H] £ 339 L5590
1965 JEBZN N AT -B73 373 . 548 469
1966 LR L 52 S8 <558 %21
1967 JB20 HET N 507 L5568 A52
1368 <BE1 638 NYE L9601 359 b
1969 LR20 L6380 LERG LH69 T G487
1970 BR26 LA0Z 51 ] 552 LA54
1971 B35 577 B 11 V551 438
1972 LB «5AD 637 559 CERE LALE
1973 iRV < 5BO JHET 961 522 408
1974 79 hO9 L6095 LGRS L5111 505
19735 LRGT LR SRST Y . 5273 378
1476 T L 5%4 .h59 Y2 518 AT
i9217 LT9K - 386 % 512 V514 401
1978 a7 . 98A LHAR 481 .51 7 W16
1974 7Y JET2 3] L 540
19AC SRS A Jhhd » MG
19814 o L L 537

Spantralisa ban o separste aoci.el securbey tax.

Pivcludes snctal security conteibutilons.

“Tactudes aocizd secnrity soarrtbat boos,

dThraugﬁ the tided goariwer of the yesr.

Sturces:  Commonwealth Buresn nf Census and Sracfsy ics and Auatesilan Bureau
of Srtatistics, Australiam Naliomal Ascounrs, Nationsi inceme and
Prponditure, various years] U.8, Departwent of Commeres, The
Hational Tocome and Prodect Accounts of the United States, 1%929-65,
and Survey of Jurrenc RBusiness, various years; Deminion Buresu of
Statiatics, Canada, Mattanal dccconts, Income amd Bxpanditure
1926~0h, Narionsl Accimnts and Expepdttutes hy (rigrter, L947-b61, and
Mat fonal Accaunts and Bxpeadituves, varfous guariers; United
Waklons, Yoarhaok o Harfonsl Arcounts Statfarice, MRS, 1972, 3579;
DR, Hevsnue Soet farios af R0 Hember founcrles, I365-1%V1, sad
(RO darlonal Arcount Statiscicos, varicus gaara.



RATIO OF PROVINCTAL-ETATE-LOCAL-TAXES T TOTAL COVEANMENTAL TAXES

Unived United
Vst Austrziia® StatesD  States®  fanada® W. Sermany® Switzerland?

b
e

‘-‘
W
s .

g

243 L2332
269 258
316 A

=

A b
DD L
N O

»
et
o
o
2
bt

1950 J1i6 JEVE W23 -210

1951 105 P 2470 23E <274 LALG

1952 -120 24T W2h2 <258 389

LG43 I L 255 . 248 L2863 AGS 512
1954 2135 « 288 w277 286 433

1955 L1432 < 251 <270 . 221 02 L5308
1856 L1405 289 JETS 251 418 AT6
1957 -151 L 297 LARL L3724 +439 2 326
1958 157 £ 317 -301% <356 LAkD LB
1959 182 348 295 L3349 2453 824

IGRG LAT4 <325 <300 352 B0 .303
1281 164 -337 -316 L3684 575 .527
1942 AT .338 . 309 ADT SETE - 305
14963 185 L339 308 2417 563 <530
1664 L1825 + 360 2328 AL 2361 -5301

1965 ATE 3RO 327 WE2D 452 <531
1966 2173 =308 »318 »519 oh42 <514
1967 L1180 2371 F325 o33 SAA4 » 5438
1968 17 2361 CEEL >4 30 451 .536
1565 <180 w382 $ 328 <431 =455 + 553

1870 V174 (297 .349 443 48 .548
1671 RES L4273 2366 440 L4548 .562
1972 jan 520 .363 441 .488 .552
1973 213 H20 (351 V439 478 .592
1974 2203 .391 391 412 489 .595
1975 199 SBLY (249 V24 47T 622
1876 .20¢ A0 .341 L4286 .432 .5%1
1977 207 AT (361 (488 RET 599
1978 .203 cald .352 .509 V483 . 584
1379 L2601 (39 (333 .500

1960 <184 TG 433 L4097

1984 .382 L3587 L1583

JAastralia has nc separate scclal security tar.
Yoxeludes social gaecurity contributicns.
STacludes social security conrribatlons.
éThraﬂgh the thivrd guzrter of the seav.

Sourcesr  Sane as Table I.



ECONOMIC ASPECTS OF SWISS FEDERALISM
Rend L. Freyx

Together with the United States, Canada and Austyalia, Switzerland is
considered to be a ciassical federal state, Her federal structure has for a
iong time been accepted as a matter of course, rarely scientifically examined
and seldom really open to docbt, In the post-war period, no wide-ranging
studies of Swiss federalism have been carried out, except a few on inter~
governmental fiscal relations. The turning point seems to have been reached
some years ago with the preparations for the comuplete revision of the Swiss
Federal Constitution! and the establishment of the Joint Center for Federal
and Regional Studies in Riehen, Not only constitutional lawyers and political
scientists contributed fto this discussion, but aliso economists.

In the {irst section of this paper, a survey of the structure of Swiss
federalism is given. Then the current problems are discussed., In sections

3 to 6, some reflections on the possible directions of reform are presented.

1, The Structure of Swiss Federalism

Switzerland covers an area of 41, 000 ln 2 {16, 000 sguare miles) and
has a population of 6.3 million. She consists of 26 member states
(cantons)3 and approximately 3, 000 local authorities. Table ! shows the
average, maximum and minirmum sizes of the cantons and local author-
ities. Compared to other countries, the Swiss federal structure is
extremely small-scale, The entire surfece of Switzerland is covered
by local authorities,

With the exception of the customs and some public enterprises such
as the Swiss Mail, the {ederal government has no regiorally dispersed
administraticn, [ts administrative dutics are delegated to the cantons,
This makes it almost impossible to clearly separate governmental functiona

#Professor of Economics at the University of Basle (Bwitzerland) and member
the Joint Center for Federal and Regional Studies at Riehen

of the hoard of
(Switzerland),

1. " - - - . PR o
fThe resalis of the work of the group of experis are prescnted in Experten-

wommission (1977},

LE, G, Haller (1958), Frey (1974), Dafflon (1977), Frey (1977}, Theiler (1977),
Bieri {1279}, '

31n 1978 one capton {Berne) was spiit into two (Berne and Tura),
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Table 1: Area and population of Swiss cantons

and local authorities, 1978

Area Population
in kmé in sg.miles

Total 41,293 15,932 6,320,000
Cantons {26}
- average 1,588 gl 243,000
~ largest 7,108 2:745 1,120,000
- smallest 37 14 13,500
Local authorities (30723
- average 13 5 2,850
-~ largest 282 109 380,000
~ gmallest .28 0.11 20

Source: Statistisches Jahrbuch der Schweiz

1978
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between the three federal planes., The best, or at least easiest way to do
80, is to look at the revenue and expenditure of the federal, cantonal and
local governments, Table 2 shows that 37% of the revenue goes to the
federal goverament, 24% to the cantons and 29% to the local authorities,
The proportions on the expenditure side ave 27%, 42%, and 31% respectively,
The gap is filled by iatergovermmental transiers {(grants-in-aid, reveme
sharing, etc. ). Whereas the pronortion of total public expenditure alloted
to the federal government bas not greatly changed during the last three
decades, the share of federal reszources transferred to the cantonal and
local governments has increased substantially, Between 1950 and 1976

it has risen from one fiith tc one third {see Table 3},

How arc the different functions divided armong the three governmental
planes? The answer is giveu in Table 4, It shows that a separation of
functions hardly exists in Switzerland,

¥

The sources of revenue of the federal, cantonal and local jurisdictions
are shown in Table 5, Whereas the {ederal government finances itself to
a grecat extent by indivect taxes, direct taxation is a maitter mainly for the
other two jurisdictions, Denefix axatlon (non-tax revenues) is of great
importance for the local govermments, ” The cantons heavily depend on
intergovernniental transiers

2. Current Problems of Swiss Federalism

So far, the structure of Swiss federalism haes been described, Let's
now look at its shortcomings in view of possible reforms, As far as |
can see, thres shoricomings can be detected:

1, The ingufficient separation of government functions by levels results
in the responsibilities for public duties offen not being clear enough and
the decision-making process being sluggish., This kind of government

failure leads to wellare loszes,

2. Federal competition in the interests of individual freedom--2lthough
still better developed than in ¢iher Eurcpean countries--has lest impor-
tance during the last decades because of the need to master new public

problems roainly in the {lelds of transportation, energv, education, R&D
and eavironrrental protection.  Cormpetitive fedgrailem' has to a large

degres been substituted by “cooperative federalisin, ™ From the La,Ont}Y‘:l."iS'?,lS
point of view, this can be considered as a form of cartelization, And

cartels normally affect welfare negatively.
! B )"

*pis0 see Aunigabentetlung. .. {I977hL

Tress and Dira (09795,
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Table 2: Public revenue and expenditure of federal,

cantonal and local jurisdictions, 1976

Federal Cantonal iocal Total
Billion N Billion Billion ‘Billion
SFr. EfFr. 8P, EFr.
1 . - Y 3
Revenue 14.4 37 13,3 234 1.3 29 38.9 100

Intergovernmental w3 B ey 44, 8
transfers 2.8 e +2 . 5 &

Disposablae 4.6 25 is.6 43 12,6 33 8.9 100
resources

Net expenditur92 il.1 27 17.4 42 13.0 31 41.5 100

Balance {daeflicit) -1.5% 58 -0.% 3¢ 0.2 8 ~Z.6 100

Total wpublic
expenditure
in % of GDP

1G.4 9.2 7.5 27.2

L. Withour invtergovernmental trangfers

2. Total expenditure mines intercovernmental transfers

Source: Qeffentliche Finanzen (1878)
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Table 3: Structure of federal expenditure, 1938-76

Proportion of Proportion of transfers to federal expenditure in %

federal expen-

diture to total to cantons to firms total

public expendi- {subsidies}

Lure

in %
1938 37.2
1950 42.4 20.0 20.1 40.1
1955 41.5 i6.1 22.4 38.5
1560 40.4 17.9 25.4 43.3
1965 40,1 28.6 23.3 - 51.9
1970 38.6 31.4 24.6 56.0
1975 35.9 31.4 30.4 61.8
1876 38.4 32.5 32.2 64.7

Source: Oeffentliche Finanzen (1978)
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Governmental functions,

mic

saeventies

Level of

antively

Predominantly

Mized {verticsl nooperation)

Competencea
)
Federal Foreign Affairs Defense
Telecommunications Agriculture Universitiens
Sorial Security R&Dp
Rajilroads b Flood and Ava- Housing
\ _ lanche Control
hAir-traffic che ner Roads
Ener suppi >~
gy SuppLy General Admini-
. stration

Cantonal High Schools Elementary Schools

Health Public Assigtance

Jurisdiction BPolice

Relation to %> Forestry, Hunting,

Churches J Fishing

Physical Planning
Lacal Water Supply Sewage and Water
. : Purificaticn

Sanitation and

Waste Disposal

Fire Brigade

Culture, Sport

o o
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Table 5: Sources of revenue by government level, 1976

Federal Cantonal Local Total
Billion ¢ Billiom % Billionm % Billion %
Bfr, Sfr. Sfr., Siv,
Taxes on income and wealth
-~ individvals 4.4 31 7.6 44 &3 45 18,1 &'
-~ CQEpOYations 1.1 g 1.7 g 1.3 S 4.1 10
Taxes on consumption 7.3 51 0.7 4 0.02 a 8.0 23
Non-tax revenues 1.5 10 3.3 17 3.7 27 8.% 22
Intergovernmental transfers g G 5.8 31 2.5 g 8.4y (22
Total 14.4 10 18.0 166 13,8 W0 3% 100

( ) net lncluded in total

Source: Oeffentliche Finangen {(1%73)

3. Cantonal autonermy is increasingly restricted by the federal government,

Sometirnes this is done for good reasons, Often, however, it results from

the mere fact that the cantons are fnrced o obtain financial resources from

the federal government because their own taxing possibilities are inappro-
priate. Furthermore, the boundaries of the cantans in many cazes do not
colncide with economic regions so that spillovers lead to welfare losses
if 1o centralization of competences from: the cantonal to the federsl level

i realized,

3, dhe Economic Theory of Federalism

In arder to design a veform of federalism, i is necessary to buiid on
theorelical Ioundations., As an
theory of federalism as developed by Buchanan {1950}, Tiebout (1956},
Tullock {1769), Olson (1969}, Newmann (1271), Oates {1973), Hirschman

{1970}, Breton and Scatt (1978) and others.

economist, [ want to build o9 the economic

LI ] ; - 4 T . . o A - S T R v
“Adse seo the articles in Musgrave {1 H5Y and Oatea (107

]
.
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The main argument in favour of the federal struchiving of & country is
that this contributes to limiting governmental power and to giving fuller
scope to the individual, There exists a parailel between federal decentral-
ization and econormis decentralization as reslized in markets, In both
cases decision rights are given fo a great wumber of undts, thus creating
a sitvation of competition that resulis in welfare gains for the commmunity
as a whole--at least in principle, that is fo say if a pumber of prereguisites
are met, Federal decentralization hialps to increase welfare for the follow
ing four reasons:

I, Individual preferences do not ouly differ between groups {e. g. rich and
poor, young and old}, but alsc between regions, If the differences between
regions are great enough, it is easier to meest the individaal's needs in 2
federal state than in a centralized one, '

Z, In federal systems minovities are batter protected, They have 2
greater chance to get what they want {rom government by vobing by feet,
L.e. leaving jurisdictions which do not offer them the preferved bundle of
public goods,. and moving into juriedictions that do better in this raspect,

3. Normally information and decisinn coats are lower at the lower govern-
ment levels, for the citizens as well ag for the politicians and for public
adminisiration, The reason je that the distance between government and
citizen is smaller and the incentives for good political decisions are greater,

4, The innovative capacities of federa are presumadly higher,

if because of these argurnents & couniry were ovganized in a purely
decentralized rnanner, welfare losses would be the consegusnce, The
following technological, econonic and political reasons make soms degres

of centraiization necessary even in federal states;

L. Often aot only the inhabitants of one jurisdiction are sffected by
political decigions of their own government but residents of aeighbouring
jurisdictions, too, When no compensation is paid for such spillovers,
this might lead to 2 false level and & false stracture of public activity,

2, Many public gowds sre charactevived by ruinirnurn optimal supply
size and econoinies of scale, Local fend in Switzerland even cantonall

{In this paper, the division of responsibilities between the private and
public sector is consideved as given, The terms 'public goods' and
"merit gooda' are therefore not vsed in & normative sonse,



l {

jurisdictions are often too small to deliver their goods elficiently,
5 ace show technological in aependencies, which create

or vertical and horizantal coordination and cooperation

netween governments and administrations,

J. Sume pablio go
re

{“
"“1

a certaln pressy

4. Sorme public geoods could e: gily be supplied by vepionsl or local juris-
dictions from a purely techzolopgical or eronnornic point of view, walen these
geods are considered to satisfy merit wants, however, it might be decided
poiiticaily that they shouid be supplied to the whole popuiztion of a country
independently of rasidence, The reasocns for a {nearivy egual quantitative

wvalitative supply o all roay have souity veasons oy be the consequence

L
f aption values,

9]

nitralization and federal centralization have
The problem 1s o find the optimal

Thus, both federal de
their advantages and disad

., + - e . -
degree of centralization, 7 lermoinants are not only of a teod nnolog
ical but also of 2 politics) iLis not surprising that this optimum
differs frorn country to conmiry aad chianges over time,

4, Forms of Centratization

The optis
can be operational;
types of public goods are distinguished, Then the approgriate forms of can-

Jodegree of centralization is a rather theovetical notion, It

zad foe Switzerland in the fo rilowing way, First, specific

ralization are sosught for e';:ac;*;:'; type of good, The results of considerations
of this kind may be swmmarized as follows,

L. ¥For purely yvegional pusniic goods {1, e, public goods o oty affecting the

.ctz.r.m} purs decentralization is adequate
fe. g, public parks and sther recrestional facilities Js

inhabitants of 3 single

el spilloverswothey may be called inter-
regional public g{:ﬂfﬁ&s-w{:aﬂ I"_}se. ue—.;",”’.t with 1 several wavs:

~oaoperation hetween jurisdictions of the samie level

{o. g, lateriocal traasporiationd:
" f by

"n’-lfn l"“,;l&.. .

: 3““““. E¥a one p iniic goad only,
houndarics are determined b v the range of spili-
of the pond in guestion (e, o, umwermty education};

3in Switzeriand, -, g.. only cight of the 26 randtons have o wmiversity, Al

Universities cxcent the Padoral
¥

Foy alternative aporoscncs, sos Witkronann I YN

2, s
SHlullock {194

Aufpabenteilang, .. (1975,
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- federal skeleton lawsg, In skeielon laws the federal
government has o sel general prescriptions as o
the guantity and guality of & public good, The cantons
thern have 3 wide zeope of detailed arrangements in

supplying them (&, g. high schoolsy, 10

It cannol be said generazliy which soluticon should be favoured, Arnongst
other things it dep dﬂ* on the {inancial arrangements {see saction 6},

3. Those public goods which, for technological reasons, satisiy the needs of
a1l lnhabitants to a more or lesg egual degree are calied national public goods,
fog

Thev bave to be decided on unambigucusly vy the federal government (e, g,
defense],

4, Wational public goods for merit want reasong can either be dealt with by

« fedearal
when the

laws, This solution is to be preferred
merit element i3 rather weak;

T o
bl
Iy
-
41
-
&)
i

- veriical cooperation; or
There are good reasons for ithis

b

- gtrict centralization,
selution when there is a strong political wish for equal
gupply of public goods fo all inhabitants irrespective of
thelr rasidence,

In Switzervland the meril ward ergument plays only & minor role (mainly
in education}), The conitrary is frue for the Federal Republic of Germany,
In the Basic Law {federal constitution) of this country, 2 "uniormity of
living conditions™ is called for,
5, Of course, international public goods (i. e. public goods with inter-
national spiliover effecis ag e, g. foreign aid or pure research) must de

in the competence of the fedeval government, i not of supranational crgan-
izations, Although this caula he considered as a federal problem, foo, it
harl:otm,}31 ged hers,
The next step consisty in associating all govermnment functions with
sne of the five i'ypa,q of pm;im good and foding out the optimmal form of
For recsons of space, [ canvot go lofo all the functions

¥
draw pome general conclusionssic

Wgkeleton laws can also be combined with other forma of centralization,

especially speciad regions,

aspecis of this constitutlonal article 2re discussed in

Wittonann (1973}, OGaliiker, Caluori & Meior (40753, Frey |
wente einer Reuverteilvag, ., 39771 Modell far eine Neuverteilang, .. (19785




L, In Swiizerland ooly few public goods exist on which the federal govern-

&

Ty el igw = A w b f P T
ment saould have absolbeiely no 83y,

2., Vertical coope r:.—s,‘ti.a.n; tonay the dominating form of inter~urisdictional

cooperation, should be pushed tack in favouy of skeleton laws an
. E]

ISR T 1
FR-C Sl )

4

regicns,
3. The ?,rera.d. tu the direckion of miore intevvenilion by the federal govern
mient need uol be accepted 2a vravopiable,

L

4. In Switzexiand only few goveranieutsl funcfions unambigacasiv bave

: vy, Housing, @, g., should be

their responsibility at the wrong level toda
transmuatted Lo the cantous aud bocal authorities, The federal government
needs more farreaching competences in physical plaaning, erergy, and

e
vironmental policy, on the other hand,

hese conclusions only bold if reforms ave pel into proaciice,

[y
.
o
=
[
]
m
]
b

.

especially concerning faration and imergovernmental fizcal relarions,

h, Federal Tax Structure

Public expenditere st ng
vansfars from ofther porisdictions, {'.'}f courss, the revenus systern and the

expenditure system are interrelated, They cannotl be designed indepeadently,

The fi.rst gquestione to be locked at when preparing an uptimal finance

gysten 1s wi
the money
efficient prov
Lo '!’“2-‘111(,“«} G
craate S'ﬂzzﬂr\'-e_,.. g on the tax gide. There is & resl danger that the lower

create gtrong incentives for ihe
poods, Desides, it would be somewhat strange
an the expenditure side and at the same fime

level avtherities pass on public goods bills mainly because they think ibey

cHan make others hurdern o

however, good argurnents agalost e principle of eguiva-
fall, mavy taxez cannot be lavied by local and cantonal
an elflicient manner and without welfore losses, In Switger.
RO Lo lovy sales tixes.
Farthermaoye, for 43-:,_,r~_'.-_?'_?,§,-* reastns the ¥ay rates for income and wealih
should anl differ too ok Lf..a risdiciiona. An fthey

did they would cause intervregional migrarion which is '}m.b;a_"”y 10T

cantons werea foroed to finance thelir exe

accepted, M the Bwiss mounta
penditurs themselves, they would soon lose all their inhabitanis,

.u

the vearicos argunenis, b ean be zaild (hat in a federal

Swit s ane, the optimal degree of contralization on the tax

pr than o the expenditure sude,
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1

What does this mean for the reform of the Swiss tax system?

i, The taxation of personal income and wealth, capital gains, and estates
and gifts should be regulated in a skeleton law: the federal government
decides which taxes the cantonal and local authorities have to levy and
what their structure rmust be., The cartonal and lccal authorities have a
free choice of the tax rates and deductions, within certain limits. Thus
the inwer level governmentis are iree in deciding on the level of taxation,

Tet excessive tax competiiion can be avoided,

<. The taxation of the pyofits of corporations~-~today 2 matter of all three
levels--should be fransferred to the federal government, The present
system causes distortions in the locational structur It cannot be overw
tcoked, however, that this proposal leads to a loss of instraments of
economic policy for the lower level authorities. In the case that this loss
is weighted strongly, federal skeleton laws must alsc be passed for cor-
poration taxation.

3. Ik cannot be disputed that in Switzerland the sales taxes rmust lie
entirely within the competence of the federal government, as is the case

todavy,

- . 14 . .
4. Regulatory and Pigou taxes'® are best put in the hands of the authority
which has the decision competence for the duty in gquestion,

6, intergovernmental Fiscal Relations

Maybe even more tnportant than the reform of the tax systern is the
reform of intergovernmental fiscal relation Today they are hardly
transparent aud their effects are often presumpd te be counterproductive,

The federal structure of Switzeriand as sketched in this paper implies
an intergovernimental transfer system consisting of five elements:

Yo Revepue sharing is essential because many, and especialliy the impor-
tant faxes, can only be efficiently levied at the federal level but decentral-
ization on the expenditure side makes welfare gains possible,

Z. Unconditional grants serve the efficient improvement of interregional

income distribotion,  This element {e an bnpartant condition for federalism
te remain functionable and politically acceptable,

12Als0 see Hohn & Meier (1975}, Wittmann (1975},

15 g 1gou taxes serve the internalization of external coats,
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3. By conditional grants, the federal government creates financial
incentives so that the lower level jurisdictions act in line with general
interest. They are necessary in connection with skeleton laws and the
vertical cooperation,

4. Repayments must be provided for as compensation for the member
states undertaking functions delegated by the higher authority,

5. The regional compensation scheme, finally, represents a form of
horizontal grant, It serves to recompensate the services of one local or
cantonal authority in favour of the residents of another, i.e, to internalize
spillover benefits, It is a necessary condition for the cooperation of local
and cantonal authorities of the same level and the functioning of special

regions, 15

7, Concluding Remarks

The economic concept for a new Swiss federalism, as designed here,
differs to some extent from the proposals made by other scholars, It
greatly stresses the competitive element in federal decentralization, It
therefore tends to bring (or bring back) the member states into a situation
of competition with one another, This is apparently rather difficult for
non-economists to understand, Their proposals for the reform of Swiss
federalism normally take the direction of either cooperative federalism or
changes in the decision-making rules {e.g. changes in the rights of the
member states in decisions taken at the federal level)., Whereas the former
direction of reform is rejected by most economists having studied Swiss
federalism, the latter must without doubt be included in the considerations.
The fact that this has not been done here does not mean that the economist
has nothing to say about it. Questions of decision-making mechanisms!
form a part of public choice as do gquestions of the division of compentence
among the different government levels in a federal state.

15The regional compensation scheme (Regionaler Lastenausgleich) is
discussed in Frey (1979},

Y This question is treated in Frey (to be published).
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