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FOREWORD 

THE business of government is today the third largest 
business in the United States, exceeded in its annual 
turnover only by manufacturing industry and agricul

ture. The business of providing public services is surely no 
less important than these other businesses for the security 
and welfare of the American feople, but it differs from them 
in one significant respect: it IS everybody's business, and as 
such it tends easily to become nobody's business. It may 
fairly be said that the community gives far less thought and 
energy to regulating and controlling the business of govern
ment than it does to the supervision of other businesses of 
far less magnitude. Yet it IS the community that pays the 
governmental bill, and the responsibility falls upon it to 
devote at least as much thought to making the business of 
government efficient, to lowering the cost and improving the 
quality of the services the taxpayer .buys, as has been applied 
in industry and trade to give the consumer a better product 
at a lower price. 

The first step in this direction is, of course, a better and 
more widespread knowledge; on the ~art of its customers, of 
the facts regarding the financial JlGSltion of the business of 
government. It is a stran~ reflection ufOn the business 
sense of our supposedly bUSInesslike Amencan public that, 
till recently, even the most elementary anll obvious facts 
regarding the total volume of taxation, public expenditure 
and indebtedness in our federal, state and local governments 
have not been available, so that the growth in the business 
of government could not be measured in any comprehensive 
and regular way from year to year. 

In its series of studies of the cost of government, of which 
the present is the fifth, the Conference Board has sought to 
fill this public need. With increased experience in assemb
ling and handling such data. the Board's studies have become 
steadily more comprehensive in scope and systematic in 
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vi COST OF GOVERNMENT IN UNITED STATES 

method. In the present volume particularly they have been 
made more intensive in character as well. While it has been 
important for the American public to have impressed upon 
it the sheer bulk of the business of government and the tre
mendous significance in our economic life of its rapid growth, 
the time has passed when the mere size of the figures in
volved, or the fact that they become larger year by year, are 
features of chief interest or significance to the average 
American citizen, who has long since become accustomed to 
large numbers in every aspect of his life. As the staggering 
totals are presented year after year, the natural response 
which they invite is the question: What of it? The high 
standards ofliving which go with a productive and prosper
ous country make themselves felt in the demand for more 
and better public, as well as private, services and if the 
public wants them and can afford them it is the business of 
government to supply them. The important questions 
which the public may well ask are: how its money is being 
spent, whether the cost of the services it demands is fairly 
distributed and whether it is getting its money's worth for 
what it pays. 

It will be long beforethese questions can be answered in 
any such comprehensive and accurate way as can those re
garding the total cost of government. But in the present 
volume a start has been made in this direction, and accord
ingly greater emphasis has been Flaced upon such subjects 
as the functional distribution 0 expenditures, sources of 
tax revenues, debt retirement, and upon the financing of 
education, highways and roads; and attention is drawn to 
the work of local taxpayers' associations in cultivating an • 
active public interest in fiscal questions. If public attention 
were increasingly directed to such matters, now that it has 
been brought to realize that government is a cosdy business, 
it would the better appreciate the need of making it an 
efficient one, and be the better prepared to seek out ways of 
doing so. 

This volume is the result of an investigation conducted by 
Mr. W. J. Shultz and assistants, of the Conference Board's 
Research Staff, under the supervision of the Staff Economic 
Council 
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In the preparation of its studies the National Industrial 
Conference Board avails itself of the experience and judg. 
ment of the business executives who comJX?&e its member. 
ship, and of recognized authorities in specIal fields, in addi. 
tion to the scientific knowledge and equipment of its Re
search StalF. • The publications of the Board thus finally 
represent the result of scientific investigation and broad 
business experience, and the conclusions expressed therein 
are those of the Conference Board as a body. 
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THE COST OF GOVERNMENT IN 
THE UNITED STATES 

INTRODUCTION 
GENEllAL CONSIDEllATIONS . 

WITII the advance of industrialism, the scope of gov
ernmental activities has grown steadily until to
day it embraces practically all aspects of social life. 

The state today builds highways, bridges, ports and canals; 
it provides free education; it maintains hospitals; it operates 
public utilities; it has entered the field of Insurance. It not 
only regulates the conduct of other organizations and enter
prises to a greater extent than formerly: it is itself an inde
pendent entrepreneur in many fields. 

Almost every act of government is intended to be per
formed for the benefit of an individual, of a group, or of 
society as a whole. The community establishes and supports 
government because it finds its services indispensable. The 
beneficiaries of governmental activities have a moral and 
legal obligation to defray their costs. But what measures 
the share which the individual is under obligation to c0n

tribute to meet the cost of government? 
To answer this question it is necessary to analyze the fun~ 

tions of government. These may be roughly classified into 
four categories. The first, limited in scope, comprises those 
functions which perform a definite and measurable service 
to individuals, for which the individuals benefiting thereby 
alone pay the cost. In this category belong the operation of 
certain public utilities which are ruD at cost or at a profit, 
as well as certain legal services of government, particularly 
those involving the procedure of recording • 

. The second class or government activities includes those 
functions which confer a special benefit upon individuals and 

1 



2 COST OF GOVERNMENT IN UNITED STATES 

groups, but in which there is besides a common social bene
fit, and the cost of which others beside the immediate bene
ficiaries pay. Many services of the government, like the 
postal system, and many public utilities, such as metered 
municipal water systems whose operation involves a loss 
covered by general taxation, and the larger number of road 
construction projects, come under this heading. 

By far the greatest number of the activities of present-day 
governments fall into the two remaining classes. On the 
one hand are the functions which confer a common benefit 
upon all members of the state and for which a part pay, and 
on the other hand, there are activities which confer a special 
benefit upon certain individuals or groups who are more or 
less unable to assist in bearing the costs involved which, 
therefore, fall wholly or partly upon others. In the first 
group belong such activities of a governmental body as the 
protection of life and property, national defense and the 
maintenance of the judicial system, while the second group 
includes poor relief and the whole list of public charities, 
public hospitals, sanatoriums and asylums. 

It is obvious that in the case of the two latter categories 
the benefit derived by the individual from a governmental 
function' can not serve as the measure of the taxes to be 
laid upon him. In the one case it is impossible to measure 
the benefit; in the other, those who are the beneficiaries are 
so precisely because they are unable to pay the cost. The 
cost of maintaining a system of free public education evi
dently can not be apportioned among the members of society 
according to the benefit received. While certain individuals 
and families benefit more than others public education bene
fits society as a whole and should be supported by all. So, 
too, if those who are taken care of by the relief activities of 
government were able to pay their cost, there would be no 
need for them at all. There is to be sure no single principle 
of taxation which can be applied rigidly to all cases; but 
wherever possible it is desirable to distribute the burdens of 
taxation among the taxpayers according to the benefits 
received, when these can be-measured, and according to the 
taxpayer's relative ability to support the government when 
the benefi t accrues to society as a whole. Importan t as is 
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this problem of achieving the necessary flexibility and equity 
in the distribution of tax burdens, progress toward it has 
been of necessity difficult and slow, depending as it does in 
great measure upon the spread of a better understanding of 
the facts regarding the growth of governmental expendi
tures and of the taxation and indebtedness in which they are 
reflected. In this volume some of the special aspects of 
taxation which raise broad problems of the distribution of 
tax burdens and benefits are discussed; but its frimaryfur
pose is to present a clear and comprehensive picture 0 the 
total cost of government in the Umted States In all its divi
sions, and of the ways in which that cost is met. 

PURPOSE AND SCOPE or STUDY 

The state differs from private enterprises in that it tends to 
regulate its revenues according to its expenditures. It is, 
therefore, proper to begin a study of the cost of government 
with an analysis of public expenditures. This analysis must 
be comprehensive enough and cover a sufficiently long period 
of time to give an accurate picture of past developments and 
present tendencies in which allowance is made for changes in 
the value of money and in the needs and resources of the 
country. Accordingly the disbursements of the various 
governmental authorities, federal, state and local, given in 
Chapter I, cover a period from the fiscal year ended in 1890 
to and including the fiscal year ended in 1925, and are rd.ated 
to price changes and to changes in population and in the 
number of persons gainfully employed. Moreover, since the 
way in which the public funds are spent determines the value 
of the government's activities, an analysis is given of the 
distribution of public expenditures according to the purposes 
for which disbursements were made. The trend of expendi
tures of the Federal Government is compared with that of 
the state and local governments in order to show the chang
ing proportions of federal. state and local expenditures in 
the combined total. 

Borrowing and taxation are alternative methods of raising 
public funds. Moreover. the public debt aff'ec:ts to a large 
extent governmental needs for revenue. Consequently, the 
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analysis of public expenditures is followed by a discussion in 
Chapter II of the problems of indebtedness and borrowing. 
In view of the extraordinary obligations of the Federal Gov
ernment incurred during the war, special consideration is 
given to the problem of federal debt retirement. The growth 
of this debt and the prospective sources of debt reduction are 
analyzed. Because of their direct relation to the federal debt, 
the funding agreements with the various debtor nations are 
presented in brief outline. The policy of the World War 
Foreign Debt Commission, as revealed in its reports, is 
stated; the character of the funding agreements and changes 
in the amount of the foreign debt are discussed, but no 
attempt is made to consider the question from the point of 
view of international relations. The indebtedness of the 
state and local governments is noted and the present dis
tribution of the state and local debt is studied functionally, 
by governmental groups, and by geographic divisions. 

The analysis of public expenditures and of the factors 
underlying the debt situation leads to a discussion of the 
country's tax bill. In order to understand how the needs for 
governmental revenue were met and to determine in a general 
way the burden of taxation, the statistics of tax collections 
over a long period of years are given in Chapter III and are 
related to changes in the purchasing value of money, in 
papulation, in the number of persons gainfully employed and 
in national income. The trends of federal, state and local 
tax collections are compared, and the relative importance 
of the Federal Government as a taxing agency is determined. 

In a country as large as the United States, where the con
centration of population and wealth varies from state to 
state and even from county to county, and where the various 
governmental authorities depend on different systems of 

. taxation, the statistics of total tax collections must be sup
plemented with the figures showing the geographic distribu
tion of these tax collections, so as to indicate the burden of 
state and local tax collections in the individual states, as 
well as to what extent the various states contribute to the 
support of the Federal Government. This question is dis
cussed in Chapter IV, thus completing the statistical 
analysis of public expendi tures and of tax collections which is 
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necessary for an approach to die more intricate problems of 
social and economic distribution of the country's tax burden. 

A complete study of the distribution of the. tax burden 
among the different economic groups and business interests 
has yet to be made. The factual material for such a study 
is limited in scope and lacking in precision, and much de
tailed and painstaking research must be done before a com
prehensive statement of the distribution of tax burdens can 
be made. In Chapter V special attention is given to the 
farm tax problem, to the issues of corporation and business 
taxation and to the distribution of taxes by income classes. 
Special problems created by the issue of tax exempt securi
ties are noted. Such conclusions as are reached in this con
nection are, of necessity, limited or conditional. The analysis 
presented is neither final nor comprehensive, but it may 
serve as a foundation for further statistical research into 
these controversial fields. 

In view of the increasing proportion of public expendi
tures, especially on the part of the state and local govern
ments, which goes to the support of education and to the 
construction and maintenance of highways, the fiscal aspects 
of education and of the road-building and road-maintaining 
activities of the various governmental authorities are dis
cussed in Chapters VI and VII respectively. The increase 
in public school expenditures is noted and compared with 
the increase in the number of children of school age, school 
enrollment and attendance. The relative ability of the states 
to support education is analyzed, as well as the actual support 
given by each state to its educational institutions. The 
growth of state and local expenditures for education is 
analyzed by geographic· divisions and related to the sources 
from which the funds were derived. The participation of 
the state governments in school support is compared wid! 
that of the local authorities, and the growth of federal aid to 
education is discussed. The development of the country's 
highway system over a period of years, the distribution of 
highway expenditures and the sources of highway revenue 
are analyzed for the coun!I1 as a whole and for the individual 
states and geographic: diVisions. A comprehensive review 
of the motor vehicle license charge laws in the various states 
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is given, and the principles of rate graduation and discrimi
nation are discussed. 

The rapid expansion of public expenditures and the in
creasing interest in questions of taxation during the last 
decade have attracted the attention of the public and have 
resulted in the formation of special organizations, known as 
taxpayers' associations, having in view various activities 
in relation to these questions. This development is ofinterest 
because it raises the question of the possibility and methods 
of manifesting a more active public interest in and control 
over fiscal affairs, particularly in the local governments, 
where it appears to be most necessary. The organization, 
purposes and accomplishments of these associations, as 
reported to the National Industrial Conference Board in 
replies to questionnaires, are discussed in Chapter VIII. 
The Conference Board itself does not attempt to pass a 
judgment on the effectiveness of the various forms of tax. 
payers' associations in controlling public expenditures and 
in arousing the interest of the public in questions of govern
ment finance, but brings together as part of this study of the 
problem of the mounting costs of government what is be
lieved to be the first collection of information regarding one 
type of'.effort being made to meet that problem. 

As between this study and those similar to it which the 
Conference Board has issued in past years certain important 
changes of classification of data and method have been made. 
For convenience in reference as well as for completeness of 
description this material, relating to methods used, sources 
of data, terms, etc., has been brought together in a single 
discussion in Appendix B, where it will serve the needs of 
the technical student without disturbing the general reader. 
It should be mentioned here, however, that all years men
tioned refer to fiscal or accoun ting years unless the calendar 
year is specified. 



CHAPTER I 
PUBLIC EXPENDITURES IN THE UNITED STATES 

PUBLIC monies are disbursed in the United States by 
many governmental agencies of diverse types. The 
greatest single disbursing authority is the Federal 

Government. In addition there are 48 state governments 
and their political subdivisions which are all charged with the 
disbursement of public funds. Cities, with J?Opulations in 
excess of 2,500, numbered 2,787 in 1920, while the smaller 
cities, towns and villages numbered 12,905. The 3,200 and 
some odd counties into which the 48 states are divided are 
further subdivided into school districts, townships, road and 
bridge districts, park districts, fire districts and districts for 
water improvement, for water supply, for drainage, for 
levees, for mosquito and thistle eradication, and for other 
independen t and special purposes. These special districts 
greatly outnumber the total of counties. Each of this host 
of semi-independent governmental a~ncies contributes its 
part to the total of the country's public expenditures. 

TH& VOLUN& AND TIl&ND OF GoVEIlNN&NTAL ExPENDITUIlES 

The expenditures of governments are for two purposes
for the purchase of commodities and services, and for the 
payment of interest and the redemption of matured in
debtedness. When the payments for redemption are in
cluded in the total of expenditures, that is, when the ex
penditures given are lfWS figures, there is a duplication of 
ItemS, Expenditures financed by borrowing are included 
when they are made and also when the debt is repaid. 

The warrant for this procedure is that it is lfWS expendi
ture that determines the governmental income that must be 
raised, by taxation, by borrowing, or by fees and charges. 
For this reason, the figures for public expenditures given , 
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in the following pages represent gross expenditures, unless 
otherwise stated. 

Governmental Expenditures in Current Dollars 
During the fiscal year ended in 1925,1 the gross expen

ditures of the governmental authorities of the country 
amounted to lSll,l24 millions, as against $10,983 millions 
in the preceding year, and lS2,919 millions in 1913. . The 
public expenditures during the fiscal year ended in 1925 
were 1.3% higher than those of the year before, 8.4% higher 
than those of the fiscal year ended in 1923, and 281.1% above 
those of 1913. 

As shown in Table I' and Chart 1, the major divisions of 
governmental authority did not take part equally in the 
increase in expendi tures which occurred in the fiscal year 
1925. The expenditures of the Federal Government de
clined by $356 millions, or 8.64%, as compared with the 
preceding year, while the state and local governments were 
responsible for an increase of $497 millions, or 7.24%, making' 
a net increase of $141 millions for the country as a whole. 
The combined expenditures of all local governments in
creased by $408 millions, or 7.53%, in the course of the year, 
while the expenditures of the state governments increased 
by lS89 millions, or 6.18%. 

During the same period the population of the country 
increased more rapidly than did its public expenditures. 
Consequently the per capita expenditure in the fiscal year 
ended in 1925 was 17 cents lower than in the preceding year. 
It was, however, $66.17, or 218.82% higher than in 1913. 
On the basis of the number of persons gainfully employed 

• The Federal Government.,... an accounting year, beginning on July lot aDd 
endin,l on June 30th. A number of .ta ... Dd local governmenlO fob the _ 
prac:ace. Moo, of them, however, _ differeDt annual accounting periodo. The 
term "fiscal y .... ended in 1925" OJ' simply 1925 embraces all annual accounting 
periods of the variona governmental ..... ci .. which end in any month of that 
i:alendar y..... See AI>IlCIIdis B of this volume for fuD description of the methodo 
employed in this .twli in this aDd other rapec:to. TbroUllhout thil chapter the 
atatement of a yesr without further '1ua1ifi .. oon indi ..... the fiscal y_ ending 
ill that calendar y_. 

• Estim .... of goverument eapenditUJa af .... 1922 do not ...... with the fi.
published in the "CGot of Government, 1924-1925", beca_ of the ~ ill 
the method aDd aa:ounting period naed J>y the Conrerence BoonL For cUac:u.ioo 
of the method of eotimating government eapenditureo, _ Appeodis B. 
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TABLE 1: TOTAL GIlOSS GOVEIlNMENT EXPENDITUIlES, 
UNITED STATES, FIS.CAL YEAIlS 1890 TO 1925' 

D',bun'" Auoltori., I 1890 I 1903 I 1911 I 1921 I 1m I I!nS 

A .... ", (i" .. /IIi.If') 

Federal' •••••.••....•• $291 $475 $692 $3,885 $4,121 $3,765 
State ................ 77 182 383 1,244 1,441 1,530 
Loc ................... 487 913 1,844 5,136 5,421 5,829 

Total .............. $855 $1,570 $2,919 $10,265 $10,983 $11,124 

Federal .............. $4.61 $5.87 $7.17 $34.78 $36.24 $32.63 
State ............... . 1.22 :U5 3.97 11.14 12.67 13.26 
Local ................ 7.73 11.27 19.10 45.98 47.67 SO.52 

Total .............. $13.56 $19.39 S30.24 $91.90 $96.58 $96.41 

Foderal .............. $12.48 $\S.04 $17.76 $91.64 $96.62 $87.74 
S .. te ................ 3.30 5.76 9.83 29.35 33.79 35.66 
Local ................ 20.89 28.91 47.31 121.16 127.10 135.84 

Total .............. $36.67 $49.71 $74.90 $242.15 $257.51 $259.24 

I Da .. on federal upendi ....... from aonual ropor .. of the U. S. Secre...., of the 
Tlftaurr. da .. on ... te expenditure from U. S. Bureau of the Cena ...... Wealth, 
Debt and Taxation It aer1ea and .. Financial Stati.tiCi o( States" eeries; lor IOUI'CC8 
and method of obtainina s.w- for local apendi ....... _ Appoodiz B, P. 284, aod 
Appendix C, p. 292. 

'Expendi ....... for the District of Columbia deducted from fecIonl total aod 
illdudod ill Ioc:aL 

there was an increase in public expenditures of $1.71. or less 
than two-thirds of one per cent, over 1924, and $184.34, or 
246.11%. over 1913. 

Go""",,,nlltU Expmtlilllns ill Tmru of PIITCIuui,,{ P_ 
Expenditures are properly measured by the goods and 

services which they command. Since the {lurchasing power 
of the dollar fluctuated considerably dunng the war and 
post-war periods, it is necessary to state all governmental 
costs in terms of a dollar of constant purchasing power in 
order to eliminate the effect of price fluctuations. The cz
penditures of the various governmental authorities are cz
pressed in "1913" dollars' or at 1913 prices, in Table 2 and 

I Baood ... the iada 01 wItoIeoaIe pricet 01 '""' ,ti,;.,. 01 .. u. s. B_ '" 
Labor _tiatic:a. 
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CHART 1: VOLUME OF GOVERNMENT GROSS EXPENDITURES, 

UNITED STATES, 1890 TO 1925 
(Narioaal Jaciumi.1 Coarerence Board) 

LOCAL 

,--__ I STATE 

_FEDERAL 
(FIGURES IN MILLIONs) 

$1,570 _$2.9: 

~ '.3 
~ ~ r7ffA iiiiiiii .. 

18110 1903 1913 1923 1924 1925 

VOUiME OF EXPENDrrvRES EXPRESSED IN ·,9,3· DOLLARS 
UNITED· STATES. 1890-1925 

mw.:I LOCAL 

.----.1 STATE . 

_FEDERAL 
FIGURES IN MILLIONS) 

$2.9111 

$1,835 fI.844 

•

152 e,.058 
SIl05 "OJ .. 

18110 1803' 1813 
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Chart 1 for the period 1890 to 1925. With the increase in 
prices thus taken account of, it is seen that the "true" total 
of public expenditures in the fiscal year ended in 1925 was 
actually 4.5% less than in the preceding year and less than 
two and one-half times as great as in 1913. 

TABLE 2: VOLUME 01' GROSS GOVERNMENT EXPENDITURES, 
FISCAL YEARS 1890 TO 1925,ExPRESSED IN "1913" DOLLARSI 

1925 

Federal .............. $361 $555 $691 $2,528 $2,753 $2,372 
State ............... . 96 213 383 809 962 964 
Local ................ 605 1,068 1,844 3,341 3,621 3,673 

TotaL ............. SI062 SI,836 $2919 $6,678 S7,336 S7,OC1J 

Federal .............. $5.73 $6.85 S7.17 S22.63 $24.21 $20.56 
Sta ................... 1.52 2.63 3.97 7.24 8.46 8.36 
Local ................ 9.59 13.19 19.10 19.91 31.83 31.83 

Total .............. S16.84 S22.67 SJO.24 S59.79 $64.50 S60.75 

FedenI .............. $IS.'" S17.57 $17.76 $59.63 $64.54 $55.28 
Sta ................... 4.11 6.7. 9.83 19.10 22.58 22.47 
Local ................ 15.94 33.82 47.31 78.81 ".90 85.60 

Total .............. $45.54 $58.\3 S74.9O $157.54 $172.01 $163.35 

It is unlikely that the decline in "true" expenditures for 
1925 foreshadows a downward trend. The purchasing power 
of the dollar declined in 1925, but it increased in 1926. Dur
ing the fiscal year endei in 1926, the expenditures of the 
Federal Government were $3,936 millions, an increase of 
4.54% over those of the preceding year. Stated in "1913" 
dollars, this figure becomes 1>2,007 millions, an increase of 
9.91% over the 1925 total. If the previous trend in ex
penditures of the state and local governments in terms of 
current dollars continued through 1926, and on the basis of 
tax collection figures it is reasonable to believe that it did, 1 

the total of" true" expenditures of all governmental authoR-

'500,. 7301 ... .--
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ties in 1926 must have exceeded the 1925 figure by a con
siderable amount. 

Distribution of Public Expenditures 
As shown in Table 3, the importance of the Federal Gov

ernment as. a disbursing authority declined steadily during 
the pre-war period. Whereas 34% of all gross expenditures 
had been made by the Federal Government in 1890, the 
proportion was only 23.7% in 1913. During the war years 
federal expenditures completely overshadowed all others. 
In recent years, state and local expenditures have increased 
rapidly, and the relative importance of the federal item has 
again declined. Whereas in 1923 federal expenditures repre
sented nearly one-half of the total, by 1925 they had de
clined to 34% of the total. 

TABLE 3: PERCENTAGE DISTRIBVTION OF GROSS GOVERN

MENTAL EXPENDITURES, FISCAL YEARS 1890 TO 1925 
Disbuniul Authority 1890 1903 J913 .923 J924 J925 

Federal ..•.•.•.•..... 34.0 30.3 23.7 37.9 37.5 34.0 
State .....•.•........ 9.0 11.6 13.1 11.9 13.1 13.4 
Local .•• , ...•........ 57.0 58.1 63.2 50.2 49.4 52.6 

Total ...•.......•.. 100.0 100.0 100.0 100.0 100.0 100.0 

I t is not likely that this proportion will be greatly reduced 
in the immediate future. Federal expenditures for com
modities and services have been greatly reduced during the 
last few years. Increases, rather than reductions, in federal 
expendi tures for these i terns are like! y to be necessary in the 
future.' At the same time, interest payment on the national 
debt, although decreasing in amoun t, will be a recurring item 
of expenditure, and the redemption· of the debt itself is a 
burden that can not be escaped. Moreover, there is evidence 
that active forces are at work to check the great increase in 
expenditures of the state and local governments which has 
marked the immediate post-war period. . , 

The trend of the distribution of expenditures as between 
the state and local governments has not been altogether 
regular during the thirty-five years under c~nsideration. In 

I Sec p. IS cl thia volume. 
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a general way, however, the proportion of the states' dis
bursements has tended to increase. State governments have 
been effecting centralized control of the more important 
functions of government, such as education and highway 
construction and maintenance, while instituting a policy of 
state aid to local governments. The growing popularity of 
these movements in many states accounts for much of the 
increase in proportion of state expenditures. 

FEDERAL DISBURSEMENTS 

The effectiveness of a government's activities is determined 
in part by the purpose for which its funds are used as well as 
by the efficiency with which they are spent. Table 4 shows 
the net and gross expenditures of the Federal Government 
from 1923 to 1926. 

TABLE 4: NET AND GROSS FEDERAL EXPENDITURES OF THE 

FEDERAL GOVERNMENT, FISCAL YEARS 1923 TO 1926 
(SoIl~1 Aft",,,,I"ep0rt8 01 the s.c...r.r, 01 m. T,......,.) 

19U 192" 1915 1926 

, ... en! Pwc.. pwc_ r.rc-c 
L~inu. AlDOUnt AlIIOU.llt 1- AIHUDt 1- Amoaat I-

(Tbou ...... ) ('Thoouao<l, ) .. (-) (Thooua.") or(-) (l'ho.UDdoI .. (-) 
0.. ..... 0.... •• 0...-

N.t~ 
~~14.6SO $2,082,20: 3.85 twW ...... "im $2,148,585 3.19 $2,231,263 

Intereo ....... I.055,92~ 940,603 -I 881,807 -6.25 831,938 -5.66 
Deb. reelompo 

614,391 1,098,567 tion' ••••••. 71.11 734,148 -33.\1 173,089 lUI 

G .... Tot.! fJ 884965 54,121 ,37:1 6.09 fJ 765,24( -8.64 S3,936.29(J 4.54 

The disbursements of the Federal Government for debt 
service, that is, for the payment of interest and for the re
demption of matured debt obligations, have constituted a 
large part of its gross expenditures during recent years. The 
proportion of its expenditures during the four fiscal years 
1923 through 1926, which was devoted to debt service, was 
+Uo/o-

The interest ch~ on this debt have decreased each 
year as the principal of the debt was either redeemed or 

3 



TABLE S: PERCENTAGE DISTRIBUTION OF-FEDERAL GOVERNMENT EXPENDITURES,' FISCAL YEARS 

1924 TO 1926 
(Source' AnDult Repone of the Setretal"J of the TrellUl"1) 

1924 1915 1916 19''''1916 
hr .... of DitbunemeDl Per Cent of Per Ca.t of Per Cent of Per Cent of Per Cent of Per Cent of Per Cent of Per Cent of 

Net Total GfOII Total Net Tot_' Groat Total Net Total Gro. Total Net Tora' Groat Totat 

General government ••••••••••••••••••••••• 17.5 8.8 17.6 10.0 15.9 9.0 17.0 9.3 
Protection ..•..•.....•........•.•..•..... 63.1 31.9 63.3 36.2 61.1 34.6 62.5 34.2 
Education ..•...•...•...•... .........•.... .5 .2 .6 .3 .7 .4 .6 .3 
High""71 ••••••••••••••••.••••••••••••••. U 2.2 4.5 2.6 4.6 2.6 4.5 2.4 
Other developmen ......................... 6.9 3.5 6.6 3.8 6.8 3.9 6.8 3.7 
Social weir ................................. 3.7 1.9 3.9 2.2 3.2 1.8 3.6 2.0 
MiocellaneoUl ............................ .1 .1 .2 .1 .1 .1 .1 .1 
Public utiliti .............................. 3.8 1.9 3.3 1.9 7.6 4.3 4.9 2.7 

Netto.aI ............................. 100.0 SO.5 100.0 57.1 100.0 56.7 100.0 54.7 
Deb. redemption ......................... .. 26.7 .. 19.5 .. 22.2 .. 22.9 
Intereat .•.... ..•........•.......•.•...••. .. 22.8 .. 23.4 .. 21.1 .. 22.4 

Groot total .... : .... , .................. .. 100.0 .. 100.0 .. 100.0 .. 100.0 

'Oll buio or "arran .. iuuecl. 
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refunded at a lower rate. This annual decrease, however, 
has not been sufficient to offset completely the increases in 
the net expenditures of the Federal Government. This 
general balancing of decreases in interest payments and in

. creases in net expenditures has made the payments for debt 
redemption the determining element in the federal budget. 
Since there was no regularity in the payments for debt 
redemption during those years, the gross total of federal 
expenditure has fluctuated In accordance with the magnitude 
of these payments. 

The indications are that interest payments will continue 
to decline in 1927 and should decline even more sharply in 
the fiscal year ending June 30, 1928, if the plan to convert 
the Second Liberty Loan bonds, bearing 4~% interest, into 
Treasury Notes bearing 3~% interest, takes effect. Further 
savings of interest will depend upon the debt reduction pro
gram of succeeding years.1 There is little hope, on the other 
hand, of any decrease in the expenses of the general depart
ments of the Federal Government, and the $2,082 millions 
spent in the fiscal year ended in 1924 are likely to represent 
the low mark for some time.' 

Fu",tio,,4/ Dis,"IIMtio" oj F,JmII E:tpmJihlns 
As shown in Table 5, 62.5% of the current departmental 

expenditures during the three-year period, 1924 to 1926, 
were chargeable to protective activities. A small part of 
expenditures for protection represented regulatory functions 
of an economic nature, covering the activities of the Federal 
Trade and Interstate Commerce Commissions. A somewhat 
larger proportion represented charges created by past wars 
in the form of rehabilitation programs, pensions and bonuses 
for soldiers. By far the greater part Of the total expendi
tures charged to protection went to the support of the army 
and navy and to military construction programs. 

As reported bL!!:,e Secretary of the Treasury,' these mili
tary functions a bed more than 30% of the expenditures 

• F ..... oaabaia 01 doe pubIit debt ud debt nduottiooo _ Coop .... D. ,. 25. 
I See tM " .... ual R.eport 01 doe Soo:ntar7 01 doe T~. for 1M IiocaI JOIII' 

OIIdeel J ..... 30, 1916, pp. 6-7. 

"IW .. ,.31. 
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out of ordinary receipts between 1920 and 1923. In 19~4, 
the proportion was 29.9%; in 1925 it rose to 30.5%, and then 
declined to 29.8% in 1926, making an average of 30.1% for 
the three-year period, 1924 through 1926. Since 90% of the 
gross expenditures of the Government were paid out of 
ordinary receipts, these military functions accounted for 
27.1 % of the gross expenditures during this period. In addi
tion police activities accounted for 1.9%, and expenditures 
for the welfare of war veterans covered 5.2%, thus bringing 
the total to the 34.2%, as shown in Table 5. The military 
and war-relief expenditures of the Government, together 
with the public debt charges created by the war, accounted 
for 77.4% of the gross total of federal expenditures between 
1924 and 1926. 

In comparison, other items of federal expenditure .are 
insignificant. General government expenses, i~luding the 
administration of justice and the executive department of 
the Government, accounted for 17% of the net total of 
expenditures and 9.3% of the gross total during the three
year period, 1924 to 1926. This.leaves but 20.5% of the 
net total and 15.2% of the gross total to be distributed for 
educatilln, highways, other developments, social welfare, 
public utilities and miscellaneous activities. 

Changes in Distribution of Federal Expenditures 
The distribution of net expenditures during this three-year 

period shows little significant variation. The' increase in 
expenditures for public utili ties in the fiscal year ended 
June 30, 1926 to 7.6% of the net total, as against an average 
of 4.9% for the three years, was fartly due to an increase in 
the deficit of the Post-Office, whIch amounted to ~39.5 mil
lions in 1926 as compared with ~23.2 millions in 1925. There 
was also an increase of ~1O.6 millions in the postal deficit 
between 1923 and 1925, but this was more than balanced 
by a decrease in the war deficit payments to railroads and 
by·a decrease in the expenditures of the Shipping Board. 
The proportion of the net total going to highways increased 
from 4.4% in 1924 to 4.5% in 1925 and to 4.6% in 1926, 
because of the increased federal aid to state road-building 
programs. The increasing proportion of the net total spent 
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for education is largely accounted· for by greater federal 
aid for vocational education and by increased expenditures 
for the Smithson,ian Institution. 

STATE AND LoCAL EXPENDITUIlES 

The extraordinary wartime fiscal demands of the Federal 
Government served to encourage the strictest economy on 
the part of state and local governments. Instead of expand
ing their activities during the war, the state and local govern
ments curtailed their expenditures even in their normal fun~ 
tions. Since the war, however, the volume of federal ~ 
penditures declined materially below the wartime level, 
while state and local expenditures were expanded rapidly. 
This was particularly true in the case of construction pro
grams which had been neglected during the war and could 
no longer be postponed. 

FII",tio"a! DislriIJutio" of SlalI lI"d Loca! Exlmdilunl 
There are marked differences between the functional di~ 

tribution of state and local expenditures and the apportion
ment of federal disbursements. Expenditures for education 
and for highways, which absorbed less than 3% of the gross 
total of federal expenditures in 1925, constituted exacdy 
one-half of state and local governmental costs in that year, as 
shown in Table 6. Expenditures for protection were 63.3% 
of the feder&1 net total, and only 11% of the state and local 
net total expenditures. 

Expenditures for education are the biggest single item in 
the state and local budget. In most states education is 
primarily a function of the local governments, and they 
spend over four times as much for this purpose as the state 
governments. Moreover, the local governments spend a 
larger proportion of the total expendi tures for schools than 
the state governments. The $1,731.8 millions spent for 
schools by the localities in 1925 represented 34.1% of their 
net expenditures, whereas the $433.7 millions spent by the 
states was 28.1% of their net total. 

Contrary to popular belief. the local governments spend 
more for roads and streets than do the state governments. 



TABLE 6: FUNCTIONAL DISTRIBUTION OF GOVERNMENTAL EXPENDITURES, FISCAL YEAR 1925 
(Source: Natfonallndultri.1 Conference Board) 

Amountll in Million. or Doll," - Peraota.e Diltribution 

Purpo .. or Ditbu.l'Itmllll: Statel and Fedenl- Statel and Loc:al Total 
'ederall Toto! Loca1 Net Total Groa Total Net Total GroaTotal Net Total GroaTotal 

General 8Overnment .••••••.. ... 378.2 488.5 866.7 17.6 10.0 7.5 6.6 10.0 7.8 
Protection .•.•.....•.•.•.•.•.. . 1,360.0 725.4 2,085.4 63.3 36.2 11.2 9.8 24.1 18.7 
Education ...•.•...•.. .••..•... 12.9 2,153.8 2,166.7 .6 .3 33.1 29.2 25.1 19.5 
HighwI,.. ..................... 96.7 1,470.8 1,567.5 4.5 2.6 22.6 20.0 18.1 14.1 
Economic developmenll ••••••••. 141.8 65.5 207.3 6.6 3.8 1.0 .9 2.4 1.9 
Social wellare .................. 83.8 935.9 1,019.7 3.9 2.2 1404 12.7 11.8 9.1 
Mi ... U&neOlll .................. 4.3 150.9 155.2 .2 .1 2.3 2.0 1.8 U 
1'Ilblic utilitiel ................. 70.9 512.3 583.2 3.3 1.9 7.9 7.0 6.7 5.2 

Net total- •••••••.•.•.•.•••. 2,148.6 6,503.1 8,651.7 100.0 57.1 100.0 88.2 100.0 77.7 
Debt redemption ............... 734.8 284.3 1,019.1 .. 19.5 .. 3.9 .. 9.2 
Interelt .•••.•••.•.•.•••••..••. 881.8 581.5 1,463.3 .. 23.4 .. 7.9 .. 13.1 

G,.,.. total' .................. 3,765.2 7,368.9 11,134.1 .. 100.0 .. 100.0 .. 100.0 

I Total of federal .. penditwu on daily maury ,,"tement blli .. c1i.tribured functionally on warrant baaia. 
• Includes about ten million dollara interdeputmental tranalen which cannot be eliminlted in the functional c1istribution; dOOl not include 

federal aid to the .ta .... 
, Not all the totala .. pretent the ... ct .um of theiu •• pective columna becauoe of the roundins out of all figurea to the ...... t thouttnd. 



TABLE 7: FUlfcnOlfAL DIIT&JBUTlOIf 0' STATE AIfD LocAL EXPElfD1TUIlES, FISCAL YEAIl 1925 
. (Ioooor. N ....... '_C , ... ....,., 

"-" .. MiIIia.I "" DoIbn 

_0;",;_ 
'_"Dbh, : - '-1' T .... - ""'"" Toul 

N_TotaI Gta.Tat" N_TouI _T .... NeeT'" _T .... 

GencraJ~ •••••••••... 94.1 39U 488.5 6.1 5.7 7.8 6.B 7.3 6.5 
P~ .•••.......•......•.. 191.7 533.7 725.4 12.f 11.6 10.5 9.1 11.0 9.7 
Educacion .•••••••••••••••.•.•. 433.7 1,731.8 2,165.5 28.1 26.1 34.1 29.7 32.7 29.0 
Hish··,. ...•..........••..... 563J) 1,GO!I.3 1,572.3 36,4 34J) 19.9 17.3 23.8 21.0 
I!aInornlc deYdopmca ........... 60.6 4.9 65.5 3.9 3.7 .1 .1 IJ) .9 
8ac:ial .elf .................... . 186.' 750D 936.8 12.1 11.3 lU 12.9 14.1 12.~ 
MiKcUaneoIII •••••...•..•..•... 5.5 145.4 150.9 .3 .3 2.9 2.5 2.3 2.0 
Public utilhi •..•••........... . IU 500.9 512.3 .7 .7 9.9 8.6 7.7 6.8 

Nee totIJI •••••••••..•••••••. ·1,546.9 5p7O.1 6,617.2 100J) 93.5 100.00 87.0 l00J) 88.4 
Debt redemption ••••••••••••••. 39.1 145.1 2B4.3 .. 2.4 .. 4.2 .. 3.8 
Interat .• , ••••••••.......•..•. 67.7 513.1 581.5 .. 4.1 .. 8.8 . . 7.8 . 

Gr...rot .. ' .................. 1,653.7 5,829.2 7,483.0 .. 100.0 .. 100.0 .. 100.0 

, Ind ...... fedcroJ aiellD 1tOta, ItO,. aiellD JacoI penunenll, but not JacoI .id ID ItO,. governmenll. 
'Ind ...... JacoI aiellD ,co,. "",emmcnll, but _ItO,. aiellD Joe .. governmenll. 
• Not.u the IDtoIe npraeat the eutllWD of their Nlpectivo COIWDDI beco ... of the IOUIIdins out of .u fi_ ID the n ..... t thouoancl. 
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However, the proportion of road expenditures to total ex
penditures is higher for the states than for the local govern
ments. The $563 millions spent by the states for this 
purpose in 1925 was 36.4% of their net total of expenditures, 
whereas the $1,009.3 millions spent by the local governments 
represen ted less than 20% of their net total. 

Rather marked differences between the states and the 
localities are also to be noted in the distribution of expendi
tures among other functions. Expenditures for general 
government, representing the costs of legislation, adminis
tration and the overhead charges of government, were 6.1% 
of the net .total of state expenditures in 1925, and 7.8% of 
the local net total. State expenditures for protection of 
persons and property, which include highway patrol, the 
regulation of industry and labor, and the support of the 
National Guard, accounted for 12.4% of the net total. 
Local expenditures for police, fire and other protection to 
persons and property, though greater in volume than the 
state expenditures for similar functions, were only 10.5% of 
the total departmental disbursements. Developmental 
enterprises for the encouragement of agriculture and for the 
conservation and preservation of forests are almost entirely 
state functions, the counties occasionally making small 
appropriations or offering bounties in the interest of agri
culture. Social welfare projects account for a greater pro
portion of local than state expenditures. The operation of 
public utility enterprises is a distincdy local function. In 
1925, local governments spent 9.9% of their net total for the 
construction and maintenance of public utilities, such as 
waterworks and municipal car lines, whereas the ·states spent 
less than one per cen t of their total net expendi tures for this 
purpose. 

MunicipaJ.Expmdilures 
The cities of the United States have a highly standardized 

form of local government. The rOle of the counties varies 
from the position of a mere administrative unit for state 
government purposes, as in the New England states, to that 
of a centralized unit for the administration or supervision 
of town, township, village and special district activities. 
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The special districts also vary considerably in purpose and 
powers and in their interrelation with county or state 
governments. City government, on the other hand, what
ever its relation to the state, is mainly concerned with the 
conditions and governmental functions created by a highly 
concentrated population group. Probably for this reason a 
high degree of uniformity exists in the distribution of city 
ex\,enditures, as a comparison of the 1925 expenditures of 
citIes in five population groups in Table 8 indicates. 

The overhead and undistributed charges of municipal 
government, as reflected by expenditures for general govern
ment and miscellaneous items, represented a greater pro
portion of the total expenditures for cities with populations 
exceeding 300,000 than for smaller cities. Expenditures for 
social welfare, as represented br recreational activities and 
charities, hospitals and institutions for correction, also ab
sorbed a greater proportion of the expenditures of larger 
cities. The proportion of expenditures going to education 
varied inverse1y with the size of the cities; the cities with 
populations in excess of 500,000 spent 27.7% of their total 
for this purpose in the fiscal year ended in 1925, while cities 
of 30,000 to 50,000 population spent 37.2% of theit total 
funds for educational pu~. In regard to ex~ditures 
for construction and muniCIpal utilities, the figures 1ft Table 8 
seem to indicate that the SIze of the cities does not pial an 
important part in determining the relative amount 0 ex· 
penditures for these purposes. 

FUNCTIONAL DISTJUBUTION OF COMBINED GoVERNMENTAL 
EXPUDrrURES 

In the foreaoing discussion, considerable variations in the 
distribution 01 ~ditures amonlJ the various governmental 
functions, according to the disbUrSIng agency, were indicated. 
The combined effect of these variations appear in the last 
two columns of Table 6 and in Chart 2. Of the combined 
gross total of governmental expenditures in 1925, 77.7% 
went to the support of the various departmental activities, 
9.2% for debt redemption and 13.1% for interest. In spite 
of the heavy demands upon the United States governmental 



TABLE 8: PERCENTAGE DISTRIBUTION or MUNICIPAL EXPENDITURES BY POPULATION GROUPS, FISCAL 
YEAR 1925 

(Source: U. S. Bureau 0' the Cen.u •• "Fina.ei.1 Statidica 0' Citie .. 1925") 

Toul Cilin a.in 0' Citie.o' Orie. 0' Citie. of Citino' 
PutpDII 0' Diabunemtnt orlO.em 500,000 500,000 to 100,(0) to 5"00000 .. 30,000 to 

and oYer and over 500,000 300,000 I ,000 50,000 

General government ... ...••...•......•.•..•.•...... 5.6% 6.6% 6.2% 3.8% 4.3% 4.3% 
Protection to penon and propertJ' .................... 12.5 12.3 13.7 12.9 11.8 11.9 
Conoerv.tion of heallh ••.••••••••••••••••••••••••••• 1.6 I.S 2.1 1.6 1.2 1.3 
Sanil.tion or promolion of cIeanline ••••••••••••••••• 8.7 8.9 8.S 9.1 8.4 7.6 
High··71 ......................................... 17.0 16.6 15.7 17.4 19.1 18.3 
Chuiti.., hOlpil .... and corrcctiona •••••••••••••••••• U 4.9 5.9 2.3 2.S 2.2 
Education ... ......•......•...•.•...•.••••.•.•.•... 30.5 27.7 28.2 34.9 34.9 37.2 
Recreation ..•..• , .. . ~ ......•...•.•.••••••.•.••••.. 3.9 4.6 3.6 2.9 3.2 2.3 
MiICellaneoUi .....•..•.•.•.•.....•..•.•.•..•••.•.. 3.0 3.8 2.6 1.8 1.8 1.9 
Public oervice enterpriloa ........................... 13.1 13.1 13.5 13.3 12.8 13.0 

Tow ........................................... 100.0 100.0 100.0 100.0 100.0 100.0 



CHART 2: DISTRIBUTION OF P~BLIC EXPENDITURES, UmTED 
STATES, 1925 
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system occasion~· brthe' national defense, education is the 
chief function 'of government, as measured by the total 
expenditures. The protection of persons and property and 
national defense in 1925 accounted for 24.1 % of the net total 
expenditures, while 25.1% was spent for education. Next 
in order were highways, with 18.1%, social welfare with 
11.8% and general government with 10%. 



CHAPTER II 
THE PUBUC DEBT 

THERE is a close interrelation between the amounts and 
urposes of the borrowings of the states and of the 

focal political divisions, because these borrowings are 
in turn dependent upon the closely related distribution of 
functions and the correlated tax systems of these two govern
mental groups. 

The debt of the Federal Government is, however, an 
entirely independent problem. The greater part of the 
federal public debt is an aftermath of the war. A consider
able proportion of the federal debt, furthermore, represents 
an extension of the Government's financial credit to the 
Allied governments and to special, official credit organi:za.. 
tions, such as the Federal Farm Loan system. The debt 
of the Federal Government has, thus, to some extent, 
created problems similar to those of private finance. State 
and local indebtedness, on the other hand, more closely 
approximates industrial credit, and is for the most part 
offset by assets of a capital nature, such as roads, highways 
and public buildings. 

THB FEDEIlAL PuBLIC DEBT 

The World War left yery heavy charges on the Treasury 
of the Federal Government. In order to meet the extraor
dinary obligations incurred during the prosecution of the war, 
it was necessary not only to increase taxes immediately, but 
to defer final payments on the expenses of the war by Boating 
bond issues. At the same time, it was necessary, or at least 
seemed advisable, to finance the Allies, whose tax resources 
and domestic credit were npidly approaching the exhaustion 
point. As a result, the Federal Government now has a public 
debt about twice as great as the combined debts of all other' 
governmental agencies in the country. The maturing interest 

2S 
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obligations of the wartime debt and the charges necessary 
for the retirement of this debt must continue to burden 
American taxpayers for many years to come. 

Program of Debt Retirement 
In 1919', the national debt of the United States exceeded 

twenty-five billion dollars. A part of this total had been 
incurred to meet war expenses of the Federal Government; a 
part represented loans to the Allied powers during and im
mediately after the war. There was no certainty when or 
how the debt owed to the United States would be repaid. 
Even before material demobilization was completed, the 
Government set itself to the task of financial demobiliza
tion, not counting, for the time being, upon the prospect 
of foreign payments. The Government mapped out a pro
gram for the retirement of the entire public debt of $25 
billions without the aid of foreign payments, although flexible 
provisions were made for such payments from the debtor 
countries as the future might bring. 

In general, there are two guiding principles on which the 
Government's debt retirement policy has been based. In 
the first ,place, principal and interest obligations have been 
paid out of the general funds in the Treasury, while a secure 
and constant balance has been maintained against con
tingencies. In the second place, sections of the outstanding 
debt have been converted with a view to obtaining better 
interest rates, postponing maturities and securing a more 
regular maturity rate. 

Prop;s;ons for Debt Ret;rement 
The minimum requirements for debt redemption were 

established by Congress at the time the loans were floated, 
and are regarded by the Treasury as an essential element of 
the contract by which the debt obligations were sold to the 
public. An annual sinking fund appropriation is provided 
for that portion of the national debt known as the .. domestic 
debt," which is the amount of the bonds and notes outstand
ing under the Liberty Bond and Victory Loan Acts, less the 

I y"""," (or I,.te and local Ioonowiop iii_ ia thia chapter ore _ caIcadu 
,an; aU ocher figura ore fcw 6a:aJ J ...... 
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par value of forei~n obligations received by the United 
States under the Liberty Loan Acts. In all, this domestic 
debt amounted to about ten billion dollars. The sinking 
fund appropriation equals 2~% of the amount of the do
mestic debt outstanding on July I, 1920. The law provides 
that all interest which would be payable in the course of a 
fiscal year on the securities bought through the Sinking 
Fund is to be added to the Fund. Furthermore, it is provided 
that the Treasury shall cancel those securities of the federal 
debt received in payment of estate taxes. The franchise tax 
receipts from Federal Reserve and intermediate credit banks 
must also be applied to debt reduction, as well as govern
ment securities received by forfeiture and by gift. As shown 
in Table 9, the Sinking Fund and these items of internal 
revenue accounted for one-third of the total debt retirement 
during the seven-year period 1920 to 1926. 

Finally, by the terms of the funding agreements made 
between the United States and various debtor nations, the 
Federal Government accepts its own securities in payment 
oE the interest as well as oE the matured principal oE debts 
owing to the United States. The amount oE debt retired 
each year by this arrangement has increased steadily since 
1923, when the first funding agreements with Great Britain 
and with Finland were made. 

In addition to these obligatory provisions, the Federal 
Government may devote to the retlrement of the national 
debt any balance in the general fund of the Treasury, as 
well as any annual surplus of ordinary receipts over ordinary 
expenditures. It is significant that up to June 30,1926, more 
than 50% of the reduction of the national debt was accom
plished throu~h volun~ retirements rather than through 
compliance With the mirumum requirements laid down by 
law. The relative importance of the various sources of debt 
reduction is graphically shown in Chart 3. 

DtM RttinwImtfro. Fn", DtM P.,."us 
Under present arrangements, the foreign debt owing to the 

United States can not be viewed as an immediate source of 
debt retirement, except as the debtor nations mar choose to 
make payments of principal 01' interest in Uruted States 



TABLB 9: SOURCES OF FEDERAL PUBLIC DEBT RETIREMENT, FISCAL YEARS 1920 TO 1926 

So.,.. 1920 

Sinkinll fund ......•...•.•..••...•.•.•.•• 
Principal of f"",ign obligatio .............. $72.7 
In ...... ' on fomlln obligatio ............... .. 
Internal ",venue ......................... 6.1 

Total chargeable to ordinary receiptl .•••••. $78.8 

Surpl ................................... 239.1 
Dccreaae in ne' balance of .. neral fund •••.• 866.2 

Total ",tUementl ...................... $1,18U 

Inc:reue in ne' balance of general fll\ld ••••• .. 
Ne' to,a1 ............................. $1,18U 

(Source: Daily TRuury StamntDtI) 

(In Millionl) 

1921 1923 1933 

$261.3 $275.9 $284.0 
73.9 64.8 32.1 

68.8 
87.4 81.6 18.1 

$422.6 $422.3 $403.0 

67.2 321.0 317.2 
.. 268.8 .. 

$489.8 $1,012.2 $720.2 

173.0 .. 105.8 

$316.8 $1012.2 $614.4 

192(H926 

192. 1925 1926 Percenhp 
Amount Diatribu. .... 

$296.0 $306.3 $317.1 $1,740.6 29.8% 
61.5 23.2 33.4 361.6 6.2 
87.9 136.0 136.3 429.0 7.4 
12.5 1.0 0.6 207.3 3.5 

$457.9 $466.5 $487.4 $2,738.5 46.9 

508.8 250.2 376.9 2,080.4 35.7 
131.9 18.1 8.9 1,293.9 22.2 

$1,098.6 $734.8 $873.1 $6.112,8 104.8 

.. .. .. 278.8 4.8 

$1,098.6 $734.8 $873.1 $5,834.0 100.0 



CHART 3; SOURCES or FUNDS rOR FEDERAL DEBT RETIRE
MENT, 1920 TO 1926 

(N.lioaoJ I.d....w 00aIenac0 1Ioud) 

~S\JVIUJS _~J'~FI.tID ~SNQNG f'U\O 
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NET TOTAL $:.1134.0 
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securities. As indicated above, when these securities are 80 

received, they must be retired. However, it can not be 
anticipated that such payments will always be made in these 
obligations of the Federal Government, since the debtor 
coun tries will purchase these securi ties and offer them in 
payment only when their market value falls below par. Up 
to June, 1926, $790.6 millions of the $1,097 millions of debt 
payments were made in these securities. 

If the principal or interest payments are made in cash, 
such payments are classified as ordinary receipts and go into 
the general fund of the Treasury. To the extent that they 
contribute towards the creation of an annual surplus, they 
may be indirectly utilized in debt retirement. It is just as 
likely, however, that the existence of such a surplus, derived 
in part from foreign debt payments, may be used by political 
interests as a lever for excessive tax reduction, and so in the 
end obstruct the program of debt reduction. 

TABLE 10: DEBT PAYMENTS OF FOREIGN GOVERNMENTS 

TO THE UNITED STATES, 1920 TO 1926 
(Soun:e: Daily Tn!ItIW'J' Statemmtl) , 

Total Receiptl Total Ordinary Per cent _hac 
P.~boa P'r:='"' OD Foreill'D ReceipU of cbe Foreipt Debe 

y .... riocipal ....... Debt.Obl ..... Federal PaTrDflJU ... 
(ia ThouNDCI.) (I. Tho ...... , ""'" GoYemment: o Ordin.". 

(In Thouaands) (In Thou.ndt) Receipa 

1920 .••••• $10,545 $3,751 J74,2'F7 '$6,694,565 1.11% 
1921. .•••• 83,678 31,143 114,821 5,624,933 2.04 
1922 •.••.. 48,674 26,549 75,223 4,109,109 1.83 
1923 •••••. 31,657 201,332 232,989 4,007,145 5.81 
1924 .••••• 61,090 160,685 221,n4 4,012,045 5.53 
1925 •••••. 23,248 160,390 183,638 3,780,149 4.86 
1926 .••••• 34,147 160,091 194,238 3,962,756 4.90 

1920-1926. $353,039 J743,941 JI,096,980 $32,190,702 3.41 

As indicated in Table 10, the receipts from the payment of 
principal of, and interest on, foreign debts have been a very 
small proportion, 3.4%, of the ordinary receipts of the 
Federal Government. Up to June, 1926, the payments 
made in securities, and hence immediately retired, were 
less than one-fourth of the retirements from the annual 
surpluses and the unencumbered balance. 
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Reductio" of lhe Fedtrtd De'" 
Prior to America's entry into the war, the total interest

bearing debt of the United States was $1,023 millions. It 
bore interest at rates ranging from 2% to 3%. By 1919, the 
amount of these pre-war bond issues had been reduced to 
$833 millions, and by 1926 to $766 millions. This item is 
inconsiderable, however, beside the huge total of the debt 
incurred between 1917 and 1919. Table 11 and Chart 4 show 
the changes in the federal public debt from June 30, 1919, 
through December 31, 1926. It will be seen that the federal 
debt reached its peak in 1919 after the issue of approxi
mately seven bilhon dollars of the Fourth Liberty Loan, 
which raised the interest-bearing debt of the Federal Govern
ment to $25,234.5 millions. Of this amount, $17,187.7 mil
lions represented bonds maturing, for the most part, within 
ten to thirty years. Somewhat less than U,500 millions of 
the total debt consisted of treasury notes and savings certifi
cates which were to mature within five years, while certifi
cates of indebtedness maturing within one year from the 
date of issue amounted to $3,625 millions. The non-interest
bearing securities amounted to $247.5 millions, making a total 
gross debt oU25,482 millions outstanding. Against this total 
there'was, as an asset, the net balance free from encumbrance 
in the general fund, exceeding one billion dollars, which left a 
net debt of $24,479.3 millions on June 30, 1919. 

By January, 1927, each class of interest-bearing debt' had 
been reduced, and the total interest bearing debt had been 
decreased by $6,412 millions. The net balance in the 
Treasury available for debt retirement had, however, also 
decreased to the extent of almost one billion dollars. Actu
ally, then, the net total of debt reduction up to January, 
1927, was about SS,SOO millions. The mirtflU1ll of debt 
obligations has thus proceeded at an average of $833 millions 
annually, while the annual average for the rNlICtiOll of the 
nation's indebtedness has been $701 millions. 



TABLE 11: CHANGES IN AMOUNTS OF FEDERAL PUBLIC DEBT OUTSTANDiNG AT CLOSE OF EACH FISCAL 

YEAR, 1919 TO 1926 

ltemt or Fedml Debt 

Bonda ......................... 
Treaaury notea and lavin.. cer-

rificatel .. .................... 
Cu.ilicateo of indebtedD" ••.... 

Total in_ •• bean", deb ••••.• 

Matured debt on which in_t hu 
.. ued ....................... 

Debt beari", DO in_to ••••.... 

Total non.iDtera •• beanna debt. 

Grou total ................... 
Net balance in muury free from 

encumbranc:ea . ..••.•....••••. 

Net debt .................... 

Bonda ......................... 
Treuury Dateo and aavinp ..... 

tifica ......................... 
Cutilica ... of indebredn_ ....... 

Total in_ •• beari", debt ••••• 
Net debt .................... 

1919 

'17,187.7 

4,421.8 
3,625.0 

$25,234.5 

It.! 
236.4 

$247.5 

$25,482.0 

1,002.7 

$24479.3 

(SOUK'II: AnD •• I Rvom orth. Secret.1'!' orlhe Treuul'J') 
(la MilliDDI) 

1920 1921 1922 1923 

$16,218.4 $16,119.0 $15,965.4 $16,624.8 

5,073.8 4,919.1 4,916.8 4,351.4 
2,768.9 2,699.3 1,828.8 1,031.4 

'24,061.1 $23,737.4 '22,711.0 $22,007.6 

6.7 10.9 25.3 98.2 
230.1 228.0 227.8 243.9 

$236.8 $238.9 ,253.1 $342.1 

$24,297.9 $23,976.3 $22,964.1 $22,349.7 

def. 33.0 162.7 def. 32.3 193.8 

'24,330.9 $23,813.6 $22,996.4 $22,155.9 

1m 
$16,025.5 

4,148.6 
807.5 

$20,981.6 

30.2 
239.3 

$269.5 

$21,251.1 

73.1 

$21,178.0 

. Ptr em' In ..... ' (+) or I),m .. , (-) fro", Prtc,I/j., y, ... 
.. - 5.6 

I 
-0.6 - 1.0 +4.1 - 3.6 

.. +14.7 -3.0 -U.5 - 4.7 .. -23.6 -2.5 -32.2 -43.6 -21.7 .. - 4.6 -1.3 - 4.3 - 3.1 -4.7 .. - 0.6 -2.1 - 3.4· - 3.7 - 4.4 

1925 1926 0...31,1926 

,16,842.3 $16,928.3 $16,630.3 

2,789.9 1,972.2 1,553.2 
578.7 483.3 639.0 

$20,210.9 ,19,383.8 $18,822.5 

30.2 13.3 12.2 
275.1 246.1 240.0 

$305.3 $259.4 $252.2 

$20,516.2 $19,643.2 $19,074.7 

77.0 70.5 .. 
$20,439.2 $19,572.7 .. 

+ 5.1 + 0.5 - 1.8 

-32.8 -29.3 -21.2 
-28.3 -16.5 +32.2 
- 3.7 - 4.1 -2.9 
- 3.5 - 4.2 .. 



CHART 4: FEDEI!.AL DEBT OUTSTANDING, 1919 TO 1926 
(N ...... IID~umial c..r. ..... IIoanI' 

PERCENTAGE DISTRIBUTION 
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Trend of Short-Term Debt 
The short-term debt issue, which received its greatest de

velopment as an adjunct to the floating of national loans 
during the war is now an essential instrument in the process 
of liquidating the war debt and meeting its interest pay
ments. In the United States, the short-term federal debt 
has taken two forms-treasury certificates of indebtedness re
deemable within a year's time, and treasury notes and savings 
certificates with maturities up to five years. The volume of 
outstanding certificates of indebtedness has declined steadily 
since 1919 and at a much faster rate than the total of interest
bearing debt. Whereas in 1919 these certificates formed 
17.5% of the total interest-bearing debt, they were reduced 
to 10.2% of the total by June 30, 1926. The course of treas
ury notes and savings certificates which mature within five 
years has not been so regular. During the fiscal year ended 
in 1920, when the bonded debt was reduced by $969.3 mil
lions, it was necessary to increase these notes by $652 mil
lions, bringing their total at the close of that fiscal year to 
$5,073.8 millions. Thereafter the total of these notes and 
certificates outstanding declined gradually until June, 1924, 
when a very rapid decline began, so that on December 31, 
1926, there were only $1,553.2 millions of treasury notes and 
savings certificates outstanding. The conversion of $1,360.2 
millions of the Second Liberty bonds drawing 4,X% into 
3Yz% treasury notes in March, 1927, and the present plan 
of the Secretary of the Treasury to convert the remaining 
$1,697.4 millions of this loan into short-term notes in the 
fall of 1927, will increase the amount of these notes to over 
$4,000 millions. 

Adjustment of Bonded Debt 
Contrary to popular opinion, there has been an increase 

in the bonded debt of the Federal Government in recent 
years, as long-term bonds were used to replace a portion of 
the retired short-term notes. During the fiscal year ended 
June 30, 1923, there was an issue of $764 millions of 4,X% 
treasury bonds maturing between 1947 and 1952; in 1925 
two issues of 4% treasury bonds were made amounting to 
$1,047 millions and maturing between 1944 and 1954; a 
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final issue of $495 millions in 3~% treasury bonds maturing 
between 1946 and 1956 was made in 1926. The effect of 
these transactions in short- and long-term debts has been 
steadily to decrease the total interest-bearing debt, although, 
in so doing, the bonded debt has been increased. On June 
30, 1926, the bonded debt of the Federal Government was 
greater than at the close of any fiscal year since 1919. The 
bulk of the 1919 bonded debt consisted of Liberty Loans 
maturing within ten to thirty years from the date of original 
issue. Their rartial retirement has been largely offset by 
later issues 0 treasury bonds at a lower rate of interest 
maturing within twenty to thirty years. 

FuJurt De"t Retirement 
It has been estimatedl by the Secretary of the Treasury 

that at the present rate of retirement the domestic debt, 
representin~ war expenditure of the Federal Government 
and excludmg that part of the national debt that covers 
lo .. ns to the Allied n .. tions, will have been discharged by 1944. 
During the eighteen .... nd-a-half-year period beginning with 
July, 1925, the $8,713 millions of the domestic debt out
st .. nding will bear interest .. ggregt.ting $4,042 millions, 
making a total p .. yment of S12,755 millions. Were this debt 
to be retired over a sixty-twG-year period, that is, at the 
same rate u provided in our funding agreements with the 
debtor nations, the interest charges would amount to over 
Sl6,126 millions, thus requiring total p .. yments aggleg&ting 
S24,839 millions. The reduction of the period of m .. turity 
of the domestic debt by about 70% effects a reduction in the 
total payments of approxim .. tely 50%. 

Should all of the public debt obligt.tions, including foreign 
loans u well u the domestic debt, be retired at the rate 
maint&ined during the put seven years, more than S14,OOO 
millions would be retired between January, 1927 and 1944, 
leaving less than SS,OOO millions outstanding. The prospects 
and. the desirability of m&int&ining. decreuing or increasing 
this annual rate of debt reduction depends upon the Govern
ment's general expenditure needs and upon its tax policy. 

• A ....... ~ ollhe s..:.-r, ollhe T~,I926, pp. 2f-lS. 
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ProJpectivt SourceJ of CompulJory Debt Reduction 
As indicated above, the Treasury's debt reduction pro

gram has been based on funds from six sources-internal 
revenue receipts from the franchise tax on Federal Reserve 
and intermediate credit banks, receipts of securities in pay
ment of the federal estate duty, the annual sinking fund 
appropriations and interest payments on unmatured securi
ties held by the Sinking Fund, principal and interest payments 
on the foreign debt made in United States secunties, any 
unencumbered balance in the Treasury, and finally any 
annual surplus of receipts over expenditures. The first four 
of these sources are compulsory; the Treasury has no choice 
but to apply them to debt reduction. The last two sources 
are voluntary. 

Debt retirement from internal revenue declined in the 
fiscal year ended in 1923 and was reduced to an insignificant 
proportion of the total retiremen t in the fiscal years ended 
in 1925 and 1926. These decreases were due to the downward 
tax revisions in 1921 and 1924, which among other changes 
reduced the revenue from the franchise tax on Federal 
Reserve and intermediate credit banks and (rom the estate 
duty. There is, therefore, at the present time little prospect 
of any considerable debt retirement from the tax revenue 
provided directly for this purpose. 

It is quite within the powers of Congress to increase the 
required annua,l sinking fund appropriation, which at present 
amounts to about ~250 millions. The rresent Secretary of 
the Treasury, however, has put himsel on record as being 
opposed to this procedure.' There is, however, the possi
bility of an obligatory enlargement of this appropriation 
through the requireme!1t that interest on unmatured bonds. 
held by the Fund, must be paid into the Fund. This situation 
has persisted, in fact, since the first sinking fund appropria
tion in 1921. Bonds are bought by the Treasury when they 
fall below par. When the bonds are above par, the Sinking 
Fund is applied to the retirement of the maturing or called 
debt. Up to the present time a considerable portion of the 
Sinking Fund has been employed in the purchase of Third 
Liberty Loan bonds bearing 4U% interest and maturing in 

'/N4., p. 7. 
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September, 1928. All of the $317.1 millions at the disposal 
of the Fund during 1926 was expended in this manner. The 
annual sinking fund appropriation is thus likely to increase 
until 1928. 

However, this advantage is possible only as long as United 
States securities can be purchased in the market below par. 
Unless there were a marked rise in interest rates, it is not 
likely that these securities will depreciate considerably below 
par for any length of time, because in that case the debtor 
nations would make payments to the United States in these 
securities, and their purchases would be of sufficient volume 
to bring the market rate of United States bonds to or above 
par. Moreover, since the maturing debt will continue for 
some time to be greater than the sinking fund appropriation, 
the Sinking Fund will frequently be used to retire maturing 
obli~tions on which no interest will accrue. The extent of 
the Increases in appropriations for the Sinking Fund is thus 
obviously limited, and the appropriations must, in the end, 
fall to the minimum requirements of about $250 millions 
annually. 

The conclusion is inevitable that the future will see no 
expansion of the sources of obligatory debt retirement. In
stead it is likely that these will suffer a marked shrinkage. 
Will this be offset by an expansion of the voluntary sources 
of debt retirement? 

Prosp«tiOI SONnlS oj Y 0114,,/., DeN Reductio" 
Between 1920 and 1924, the national debt was reduced 

nearly one billion dollars bf devoting to this end the unen
cumbered balance found In the Treasury. During 1925 
and 1926, however, debt retirements from this source have 
been nil. There simply has been no balance to be drawn 
upon. The se~ty to eighty million dollars that have ro. 
mained in the Treasury at the end of each fiscal year since 
1924 have represented no more than a safe working margin. 

Apparently then, with the prospect of a decrease in the 
obligatory sources of debt retirement, and with the p0ssi
bility of further retirement out of a treasury balance elimi
nated, there will have to be a huge increase in the size of the 
annual surplus if the hope of the Secretary of Treasury of 
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maintaining debt reduction at the same rate in the future as 
iii the past is to be fulfilled. Is this likely or possible? 

Given the present revenue situation, what is the possi
bility of future surpluses? Two factors determine this possi
bility: the future increase or decrease of federal depart
mental expenditures, and the future variations in the" ordi
nary receipts" of the Federal Government. 

In the preceding chapter it was indicated that the aggre
gate net expenditures of the Federal Government have been 
increasing even in the face of the rising purchasing power of 
the dollar. The statement of the Secretary of the Treasury 
that" it does not seem probable that we can contemplate a 
reduction in Government expenditures in the next few 
years '" further indicates that surplus revenues are not likely 
to occur through departmental savings. On the expendi
tures side, then, the annual surplus available for debt re
tirement must depend chiefly upon the saving in interest 
payments. The savings in interest payments have been in
creasing by about $50 millions annually in the last few years. 
To the extent that the expenses of the general departments 
of the Government continue to increase, as they have in the 
past few years, not all of the annual savings in interest on the 
public debt will remain as surplus. It must also be remem
bered that the annual savings of interest depend upon con
tinued reduction in the public debt as well as upon refundings 
at lower interest rates. The more slowly present debt retire
ment proceeds, the smaller will be the amount of saved 
interest available for future retirement. 

The "ordinary receipts" of the Federal Government dur
ing the past few years have been drawn from three main 
sources-non-tax receipts from the liquidation of war assets 
and from back tax collections, cash payments of principal 
and interest on foreign debts, and tax revel\ues. 

The aggregate receipts of the Government from the liqui
dation of wartime and post-war capital investments, in
cluding war supplies, loans to railroads, investments in the 
War Finance Corporation and in the bonds of the Federal 
Land Banks, amounted to $950 millions in the last five fiscal 
years, 1921 to 1926. During the same period the collection of 

11M.-
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back taxes exceeded the refunds of taxes by $400 millions. 
It is estimated that net receipts from similar sources during 
the current year will be $250 millions. In the fiscal year 
ending June 30, 1928, however, only $50 millions are antici
pated from non-tax revenue. On June 30, 1926, there re
mained only about $400 millions in capital investments, 
most of which are of doubtful or slow character, and it was 
expected that the fiscal year ended in 1927 would be the last 
in which back taxes would appear as a material net receipt.' As has already been indicated, it is unlikely that the market 
rate for United States securities will decline sufficiendy to 
enable the debtor nations to profit by making their payments 
to the United States in these securities. Consequendy, 
these payments will be made in cash and will swell the 
"ordinary receipts" of the Federal Government and, hence, 
the surplus. Under the refunding agreements, there will 
be a steady but slow increase of the total of interest and 
principal payments, and in the end, the total of these pay
ments will more than cover the amount of the national debt, 
but it seems to be the opinion of the present Administration 
that too much dependence should not be placed on this item. 

The predominant factor in "ordinary receipts," however, 
is the tax revenue. Although tax rates were reduced in the 
1926 revision of the tax system, increased prosperity is 
expected to yield an increase in tax revenue. This factor, 
combined with certain governmental economies, forced by the 
failure of Congress to ~ the 1927 deficiency bill, created 
a surplus of $635.8 millions in the fiscal year' ended June 
30,1927, which can be applied to debt reduction. A sub
stantial reduction of the public debt in 1927, as well as a 
decrease in interest obligations for 1928, thus seems to be 
assured. The tax revision of 1926 is, however, expected to 
effect a decrease of about J50 millions in miscellaneous tax 
collections in 1928, since rate changes in the federal tax 
system are not reflected in the collections until one to two 
years after they take effect. Thus, the recent revision of 
tax rates, combined with the expected decline in the coll~ 
tion of back taxes and in the liquidation of capital assets, 
should reduce considerably the surplus in 1928. It is, there-

• U.s. O'O-.ol .... ~."-l R~ol .... ~. J926,p.L 
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fore, unlikely that the loss of funds formerly available for 
debt reduction out of specific internal revenue items and out 
of the general fund balance will be to any extent offset by 
future increases in the annual surplus. 

Debt Reduction and Tu Reduction 
The Treasury Department has been holding fast to both 

horns of a dilemma by the argument that" a balance should 
be maintained between debt reduction and tax reduction 
which is fair to all interests in our country." It was possible 
to maintain this program up to the present because of the 
large funds from back taxes and investments which were 
available for debt reduction and by reason of increasing 
business prosperity which yielded greater revenues in the 
face of reduced tax rates, increased tax exemptions and the 
repeal of certain miscellaneous taxes. Though a large surplus 
and substantial debt reduction were possible in the fiscal 
year 1926-27, the prospects for 1927-28 are not so certain. 

As already indicated, the (resent Secretary of the Treas
ury favors the retirement 0 the public debt of the United 
States at a more rapid rate than that fixed for the debtor 
nations; From now on, the greater part of this reduction of 
the national debt must be financed out of current tax revenue. 
All further debt retirement in excess of receipts from the 
debtor nations will thus be reflected in the federal tax 
burden, whether this excess retirement be accomplished 
through the Sinking Fund or out of surplus revenue. In view 
of the unfortunate political concomitants of surplus financing, 
it might be advisable in the near future to enlarge the sink
ing fund appropriation, thus adding to the obligatory sources 
of debt retireptent, and effecting a corresponding reduction 
in future surpluses. Such action would make more certain 
the early redemption of the national" debt, but it would not 
in any way relieve the pressure on the tax revenues. 

In the future, the issue will have to be drawn between 
continued debt reduction and continued tax reduction. 
Eventually, of course, the two programs will be allied. 
When the greater part of the national debt has been paid off, 
there will no longer be the pressure for tax revenues to meet 
interest and matured principal obligations. Then tax reduc-
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tion will be not only a possibility, but a fiscal necessity. 
But so long as the bulk of the debt remains unpaid, a fairly 
high level of federal taxes must be maintained if only to 
cover interest payments upon it. The sooner the debt is 
retired, the smaller the eventual interest total will be. 

Effect oj 1114 So/Jih's' Bonus Ufli 
If for once history does not repeat itself and future years 

do not see additional bonus and pension grants for political 
reasons, the Soldiers' Bonus Law in its present form will 
have the effect of postponing final payment on a portion 
of the federal debt. The Government is required to pay 
annually into the bonus fund, and charge as a government 
expenditure, a premium calculated to meet the obligations 
of the twenty-year endowment insurance provided by the 
Bonus Law. The premiums received by the bonus fund 
must be invested in United States securities. Instead of 
buying these securities in the open market, the Treasury 
has followed the policy of selling to the fund Government 
obligations with maturities arranged so as to meet satis
factorily the actuarial requirements of the fund. Ur.?n the 
maturity of most of the regular bond issues, which WIll have 
occurred by 1944, there will be in the fund about $2,500 
millions to $3,000 millions of government securities, the sale 
of which to the fund during the twenty-year period will have 
given the Treasury sufficient funds to retire a like amount of 
ordinary bonds in the hands of the public. In 1944, it will 
most likely be necessary for the Treasury to refund the 
securities in the fund by the sale of new securities to the 
public in order to provide the cash necessary for redemption 
of the endowment insurance. The Bonus Law thus has the 
effect of refunding some two and a half to three billion 
dollars of the public debt into a series which will not mature 
until 1944, at which time they will necessarily have to be 
refunded into an issue with later maturities. 

FOa.£lGN DEBT SETrLElofENTS 

By the act of Congress approved February 9, 1922,1 the 
World War Foreign Debt Commission was created with 

• A......t.cI b, the Act of F...., 21, 1923, aad r..... • ~al b, .... Act 
of F...., :U, 1925. 



42 COST OF GOVERNME~T IN UNITED STATES 

authority to negotiate independent debt settlements with 
each of the debtor nations. After the conclusion of debt 
agreements with all but five debtor nations, the commission 
ceased to exist on February 9, 1927. The funding agree
ments concluded by the commission cover $9,811,094,094.03 
of the principal of the foreign indebtedness to the United 
States, or more than 97% of the total principal amount of 
obligations outstanding when the commission was created. 

Funding Agreements 
The funding agreements with Estonia, Finland, Great 

Britain, Hungary, Lithuania, Poland and Rumania have 
been ratified by the United States and by these countries, 
and the new obligations provided for in the funding agree
ments have been delivered to the United States. The agree
ments with Belgium, Italy and Latvia have been ratified by 
the United States and by the several debtor governments, but 
the formal completion of the transaction is not yet accom
plished. The agreement with Czechoslovakia has been 
approved by the United States, but the action to ratify it 
.has not yet been taken by the Czechoslovak Republic. The 
agreements with France and Jugoslavia have been approved 
by the House of Representatives, but not by the Senate. 
The French Government has not yet ratified the agreement,' 
while the agreement with Jugoslavia has been approved by 
that country. . 

The Unfunded Debt 
By joint resolution of Congress, approved April 6, 1922, 

the time of payment of principal and interest of the Austrian 
debt was postponed until June 1, 1943. Only five other 
nations have not funded their debts to the United States. 
These nations owe less than three per cent of the total princi
pal amount of foreign obligations held by the United States. 
By far the greatest of these five debtors is Russia, whose 
government is not recognized by the United States. Armenia 
has no government at all. Liberia is soon expected to meet 
its debt of $35,000 principal and accrued interest in cash. 

, See v. s. l>epanmeat of the T.........". Annual Report of the 5ccftt..,. of the 
T.........". 1926, Po 56. At.te of publica';"" the aituatioo remains ooallCRd. 
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Nicaragua has been meeting its obligations regularly, and the 
$27,000 outstanding on November 15,1926, has already been 
paid. Under a contract, dated February 25, 1927, how
ever, Nicaragua purchased surplus war supplies aggregating 
$217,718, for which the United States government holds 6% 
notes maturing on and after January 31, 1929. The only 
other country which has not settled its debt to the United 
States is Greece. Thou~h the Greek Government named its 
representative for negotiation, its debt was not funded, but a 
request was made for additional advances under credits 
heretofore established. In keeping with its policy of with
holding governmental and bank credit from debtor' nations 
which have "refused to adjust or make a reasonable effort 
to adjust their debts to the United States,"1 the Government 
took the position that no advance to Greece could be made 
without specific authority from Congress. 

CIuJ"gls i" 1M Amou,,' oj Foreign Dtbl 
The changes in the foreign debt owing to the United States 

over a period of years are shown in Table 12. Though the 
value of the principal of this debt declined after 1923, its 
JP'OSS value increased until 1925 by the accrual of unpaid 
Interest. Between June 30, 1925, and November 15,1926, a 
reduction in the total of this debt occurred in accordance 
with refunding agreements. The recapitulation in Table 11 
indicates the changes in the amounts of the principal and 
interest after 1923, when these original claims were combined 
to make up the principal of the funded debts. In 1925. 
though almost five billion dollars of foreign debts had been 
funded by that time, the interest accrued and unpaid was 
greater than in 1923. This was due to the fact that the 
debtors, whose interest obligations were greatest in 1923, 
did not conclude funding a~ents until the fiscal year 
ended in 1926. Great Britain, France and Italy owe more 
than 90% of the foreign obligations held by the United States. 
The two latter countries were responsible for 83.3% of the 
unpaid interest outstanding in 1923 and for 88.6% in 1925. 
Great Britain, however, whose debt was funded prior to 
1925. owed no interest in 1923 or in 1925. 

• Soo"-1 Repon '" tIoo Socn:tar7 '" tIoo T~. 1925,_ S4o. 



TABLE 12: FOREIGN DEBT OWING TO THE UNITED STATES, AT CLOSE OF FISCAL YEAR 1921 TO 19261 
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The changes in the foreign debt obligations effected during 
the negotiation of debt settlements by the Debt Commission 
are presented in Table 13. It may be seen that only $273 
millions of the original principal of obligations were retired 
prior to the funding of the several debts. At the time of the 
funding, $1,711 millions of accrued interest was included in 
the principal as funded. This amount, however, represents 
a reduction of the unpaid interest accruals under the terms 
of the original obligations. The rate of interest on the 
original loans was 3 ~%, but was subsequently increased to 
5%. Infixing the principal of the funded debt, the Commis
sion computed accrued interest on the basis of 4~%, to 
December 15, 1922 and 3% thereafter. The interest ac
cruing under the previous terms of the loans was thus, in 
part, cancelled. 

Character of the Funding Agreements 
The Debt Commission was without power to cancel out

right any part of the principal of obligations held by the 
United States. It had full power, however, to settle the 
terms of payment by fixing the period of maturity and the 
interest'rates to be charged. The debt settlement with 
Great Britain provided for the payment of the principal 
over a period of sixty-two years. The same period was used 
in all other funding agreements. Since the funding agree
ments provide in all cases for lower interest rates than are 
currently charged on private loans, there has been a sub
stantial reduction in the present value of the foreign debt. 
In this manner a part of the foreign debt has been~ in effect, 
cancelled. 

The settlement with each country was negotiated on the 
basis of its presumed capacity to pay. The schedules of 
payments over the 62-year period were so arranged as to 
make the burden of the debt relatively lighter during the 
first few years in order not to interfere with the process of 
post-war economic recovery and stabilization. The con
cessions which the Debt Commission made to the debtor 
nations consisted in reduction of the rates of interest charged 
which were actually a form of debt cancellation. The inter
est rates provided by the several funding agreements differ 
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considerably according to the Commission's estimate of the 
various debtors' capacities to pay. Great Britain has retained 
under the fundin~ agreement most of its original burden, 
having to pay 3% mterest during the first ten years and 3 ~% 
thereafter. Italy, on the other hand, will pay an average 
rate of interest over the 62-year period of only 0.4%, while 
under the Mellon-Berenger debt agreement France will pay 
an average interest rate of 1.6%. 

TABLE 14: AVERAGE INTEREST RATES UNDER VARIOUS 
DEBT AGREEMENTS 

(Souftllli tJni_ Sta_ DeputlMDt ar dulTruaury) 

A .... la .... R •• (Apprad. 

Pri-:rol .r Tau! Intered mate) 
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(Thouauda) Deb. Oa Debt .. PrinapS In.. 

(Th ........ ) Fuadod cludina BacIr. 1.-
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FinilUld ............... 9,000 12,695 3.306 3.402 
France ................ 4,025,000 2,822,674 1.641 1.955 
Great Britaift •..•.•••.• •• 600,000 6,S05,96S 3.306 3.415 
HunpI'J .............. 1,939 2,754 3.J06 3.407 
Itoly .................. 2,042,000 365,617 .405 .81S 
Latvi ................. 5,775 8,184 3.306 3.426 
Uthuania .............. 6,030 8,502 3.306 3.420 
Polanc! ................ 178,560 257,128 3.306 3.408 
Rumania .•.••••••••••. 44,590 77,916 3.321 3.358 
J_I.vio ............ 62,850 3l,328 1.030 1.356 

Total ............... $11 .522.354 $10621 186 . 
• Without ....... to "",otio ... that Moe ...... or m., be ..... cioecI. p 

The average rates of interest' under the provisions of the 
several funding agreements have been computed by the 
United States Treasury Department and are presented in 
Table 14. Even after taking into consideration interest 
accrued prior to the funding, Italy. Jugoslavia, France and 
Belgium are charged with less than 2% interest. Each of the 
other debtors, however. will pay about 3.3%. These debtor 
nations have the same schedule of interest rates, but the 
payments on funded principal for Czechoslovakia and Ru-

• The ._ ..... 01 ia_ is the ...... t wIaidl- '.., po_to __ be 
cl*"""t<d far the _ ... 01 diocowat<d por-e" to eq .... the JIriacipol of tile 
fwMIocl cIobt. See rAt No. Y'" ."ft4 J ..... ll.19l6, ande bl biriDc ...... 
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mania have been deferred to later years, when the high 
interest rate is charged, thus bringing their average interest 
rate above that for Great Britain. 

TABLE 15: TOTAL AMOUNTS TO BE RECEIVED UNDER RJ!.. 

FUNDING AGREEMENTS' 
(Source: Dau from the United Stater Department of the Treuury; calculatiou by N.tiouailaduttriaJ 

Coarermce Board) 

Percent... 
ea. .... Principal Interftt TonI .~ 0; .. 

(Thou •• mb) (Thaw.ad.) (ThouaaQ) tri utionor 
Principal 

Belgium ....•.•.•. $417,780 $310,051 $727,831 3.6 
Czechoslovakia ..... 115,000 197,811' 312,811 1.0 
Estonia ........... 13,830 19,501 33,331 .1 
Finland ........... 9,000 12,695 21,695 .1 
France ...•...•.•.. 4,025,000 2,822,674 6,847,674 35.0 
Great Britain ...... 4,600,000 6,505,965 11,105,965 39.9 
liungary ••......•. 1,939 2,754 .,693 
Italy ............. 2,042,000 365,677 2,407,677 17.7 
uma ............ 5,775 8,184 13,959 .1 
Lithuania .....••.. 6,030 8,502 14,532 .1 
Poland ............ 178,560 257,128 435,688 1.5 
Rumania .......... ",590 77,916 122,506 .. 
Jugoslavia ......... 62,8SO 32,328 95,178 • 5 

Total ........... $11,522,354 $10,621,186 $22,143,540 100.0 

1 Without regard to any options that haft been or may be exerc:iaed. 
• Includes deferred poym .... which will be fwuled inID principaL 

Percent-
.~ 0;" en utionor 

Total 

3.3 
1.4 
.2 
.1 

30.9 
SO.1 

10.9 
.1 
.1 

:z.o 
.5 
•• 

100.0 

The effect of these different interest rates is shown in 
Table 15. Though Great Britain is responsible for only 
39.9% of the funded foreign debt, she is expected to pay 
more than half of the total amount to be eventually received 
by the United States from these payments. Italy, owing 
17.7% of the principal amount of funded obligations, will 
pay only 10.9% of the eventual total. France and Belgium 
also will pay a lesser proportion than is represen ted by the 
principal of their funded debts. 

The extent to which the present value of the foreign obli
gations has been reduced is shown in Table 16. Finland 
and Latvia have been allowed the least reduction, while 
Italy has benefited most. The reduction, as measured by 
the 5% interest rate on the foreign debts funded, is shown in 
the 5% discount column. The United States Government, 
however, has been borrowing on long-term bonds at 3X% 
and 3U% interest. The 3.YS'% discount column, therefore, 
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TABLE 16: PRESENT VALUE or FUNDED FOREIGN DEBTS 
(s...... United s.. ... Do_. 01 .... T ....... l 

Debt Prilli' rr.eo" Value OD Bu. of Stated Inm"at bUll and PeR:eD.tap that 
to Fundin" PreMftt Value it or Debt Prior to 'uDdill8 

c... ... Jnducl~ 
A ..... , Per Cent MtPerCent 5 PerCent I ....... p.,c...t "'" c... "'" c... (Thou •• nd.) ('I'houwuI,) .uando) (Thou ... ob) 

Belsium ••••. $483,426 $302,239 62.5 $225,000 46.5 $191,766 39.7 
Czechoolova-

123,854 kia ....... 124,995 10M 91,964 74.3 77,985 63.0 
Eotonia ••.•• 14,143 14,798 104.6 11,392 SO.5 9,915 70.1 
Finland ••••• 9,190 9,~ IOU 7,413 SO.7 6,452 70.1 
France ...... 4,130,777 2,734,25 64.6 1,996,509 47.2 1,681,369 39.7 
Great Britain 4,715,310 4,922,702 IOU 3,788,470 80.3 3,296,948 69.9 
HunprJ .... 1,984 2,076 104.6 1,596 80.4 1,388 70.0 
I ... y ....... 2,150,150 782,321 36.4 528,192 24.6 416,287 19.8 
Lama .••••• 5,893 6,181 IOU 4,755 SO.7 4,137 70.1 
Lithuania ••• 6,216 6,452 103.8 4,967 79.9 4,322 69.5 
Poland ...... 182,324 191,283 IOU 146,825 SO.5 127,643 70.0 
Rwn.ni •••.• ~~ 48,442 103.2 3~:~ 74.9 29,507 62.9 
JuaooIavia ... 66,1 30,286 45.8 20, 30.3 15,919 24.1 

To ........ $12036 376 $9175655 .. $6,862.285 .. $5873,638 .. 
better represents the discounting of the funded debt from 
the standpoint of the United States. On this basis, there has 
been no reduction in value of their debts for most of the 
debtor nations. The exceptions are France and Belgium. 
which had their debts reduced to 64.6% and 62.5% respec:
tively, and Jugoslavia· and Italy, whose debts after funding 
represented 45.8% and 36.4% of the original face value of 
their principal and accrued interest. The debtor govern
ments, however, without exception, have to borrow at 
higher values than does the United States government. 
Therefore, to them, these refundings represent consider
able reductions. 

S","I4I, of MtIIllriIils 
Should the Mellon-Berengel' agreement be ratified by the 

United States Senate and by the French Parliament, the 
aggregate of principal and interest on the funded debt obliga
tions held by the United States would mature according to 
the schedule presented in Table 17. It may be seen that the 
amounts received by the United States Government from 
this source will increase continually until 1983. Payments 
under this schedule will probably continue for many years 
after the present public debt of the United States is retired. 
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TA~LE 17: TOTAL OF ANNUAL INTEREST PAYMENTS 

MATURITIES OF PRINCIPAL UNDER REFUNDING 

AGREEMENTS 

AND 

(Source: Mllual Reporr. of the United Scats Depanmeat: of the TteUUJ'J'; .......... ." "illleN! • 
• d ~. J_uuy. 1927) 

Jaterelt and Matured I~ and Matund Y ... Priacipal Y ... PriDCipai 
(la ThOWIand.) (In Thounniib' 

1923 $167,917 1956 $370,315 
1924 167,642 1957 371,937 
1925 168,160 1958 374,011 
1926 210,676 1959 374,295 
1927 210,282 1960 374,598 
1928 214,728 
1929 214,761 1961 381,015 
1930 218,296 1962 379,099 

1963 3821167 
1931 233,294 1964 381,943 
1932 245,306 1965 383,631 
1933 279,887 1966 386,767 
1934 294,893 1967 386,605 
1935 299,894 1968 388,955 
1936 312,588 1969 392,141 
1937 327,400 1970 394,123 
1938 331,809 
1939 336,261 1971 397,920 
1940 345,646 1972 399,935 

1973 400,849 
1941 352,298 1974 401,596 
1942,. 356,458 1975 403,274 
1943 355,613 1976 _,245 
1944 361,648 1977 405,944 
1945 360,759 1978 408,426 
1946 359,747 1979 409,892 
1947 363,533 1980 410,243 
1948 362,336 
1949 361,039 1981 417,610 
1950 362,034 1982 419,()l7 

1983 422,419 
1951 367,399 1984 418,337 
1952 368,236 1985 227,316 
1953 369,961 1986 228,842 
1954 372,569 1987 221,500 
1955 371,569 

Total S22,I43,54O' 

These payments. as mentioned above, may be made in 
cash or in United States securities. Which medium of pay
ment is chosen will depend, of course, on the market value 
of these securities. Table 18 shows that several debtor 
countries, and particularly Great Britain, have paid the 



TA8I.& 18: FO&EION DItBT PAYMENT. TO UNITED STATES ON AccoUNT OF FUNDED OBLlGATlOIfS TO 

JUNE 30, 1927" 
IJ-a;U .... _T_ .. , (la_' 

P~ .. Priaci.,.l p.JIDtIIU _ llltelell Total hrmaul 

c:-r ."..., J.U .. I.Uai_ I. UDiteIl , ..... c..Io Ira. T .... c..Io 5ealel T .... c..Io Sta_ T .... 
OWipPou ObIipu.:- ow;p .... 

JIcItIium ••••••••••••••••• A .... 11, 192.1 ff,200 .. ff,200 $3,740 .. $3,740 J7,940 · . J7,94(1 
Ca. dI awIoorakia •..••••••. . 0... 13, 192.1 6/XX) .. 6/XX) .. .. . . 6,000 · . 6,000 
IlCOAia .••••.•.• •.•..•... 0... 28,192.1 75 .. 75 100 .. 100 175 · . 175 
FmIaad •. 0 ••••••••••••••• May I, 1923 loll ff5 186 1,049 $155 1,204 1,190 '200 1,390 ,..-................... Apr. 29, 1926 10/XX) .. 10/XX) .. .. . . 10,000 . . 10,000 
Great Britain •... , .... .•.. J ..... 19,1923 36 94,964 95/XX) 49,761 565,644 615,405 49,797 660,608 710,405 
HIIftIAI'J ••••••• , ••••••••. Apr. 25, 1m 30 .. 30 161 .. 161 192 · . 192 
holy ••••••• " ••••••••••. N.".. 14, 192.1 5/XX) 5/XX) 10/XX) .. .. .. 5,000 5/XX) 10,000 
Lama ••••••••••••••.•••• Sept. 24, 1925 8 .. 8 87 .. 87 95 .. 95 
lJrhuania .•••••••••••••.. Sept. 22, 1m 92 .. 92 322 .. 322 414 · . 414 
Poland ••••••••••••••••••. N.".. 14, 1m 1/XX) .. 1/XX) 1,750 .. 1,750 2,750 · . 2,750 
Rumania ••••••••••••••••. Dec. 4,1925 500 .. 500 .. .. .. 500 · . 500 
1 .... 1..;. ............... May 3,1926 400 .. 400 .. . . .. 400 .. 400 

Tot.oI .••••.••••••••••.• '27,482 '100,009 S127,491 '56,970 $565,799 1622,769 $84,453 $665,808 J750,261 

I NO! all tha lDuli _t the cuet IWII of their oomponcnt parta, beca_ rhe &gureo .... ",lIDded out ID the D ...... t tho ..... ocI. 
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larger part of their matured debt in short-term securities of 
the United States Government which, at certain intervals, 
were quoted below par. Of the $750 millions of debt pay
ments received up to June 30,1927, S666 millions were made 
in these securi ties. 

STATE AND LOCAL BORROWINGS 
Whereas the Federal Government has been actively re

ducing the total of its indebtedness, the states and the local 
governmental authorities have been,. rapidly adding to the 
total of their debt. As shown in Table 19, during the four 
years 1923 ·through 1926, the state and local governments 
incurred $5,118 millions of new indebtedness, exclusive of 
refunding issues. 

TABLE 19: STATE AND LOCAL BONDS IsSUED, 1923 TO 1926 
(Sourr:e: CMt.um.J.". Fi....n.l cu..w) 

1M .... Authority I 1921 1m I 1925 I 1926 IIJ~Ju 

Sta ...................... $232,725 $249,517 $161,91 $IJO,m sn4,735 
Counties . . :" ...................... 170,48 206,823 229,~~ 204,417 811,141 
School districtB .••........ 152,048 174,40 198,0 172,323 696,832 
Municipaliti.. and special 

810,2S< civil divisions . ........... 507,860 768,206 857,743 2.944,059 

Groaa total ............ $1,063,120 $1,398,953 $1,399,638 $1,365,057 $5,226,768 
Refunding isauco .... , ..... 20,002 19,315 47,545 21,516 108,378 

Net total .............. $1,043,118 $1,379,638 $1,352,093 $1,343,541 $5,118,390 

States .... ........................ 21.8 17.8 11.6 9.6 14.8 
Counti .................. 16.0 14.8 16.4 15.0 1S.5 
School districtB ..•.•.•.... 15.2 12.5 14.1 12.6 13.4 
M""".cip~~~CI and apecial am diVJSlO ............. ... 47.0 54.9 57.9 62.8 56.3 

Groa total ............. 100.0 100.0 100.0 100.0 100.0 
Refunding isauco ••••••••• 1.9 1.4 3.4 1.6 2.1 

Net total .............. 98.1 98.6 96.6 98.4 97.9 

More than half of the new borrowings-56.3%-during 
these four years was made by the municipalities and the 
minor civil divisions. School districts, as a group, accounted 
for 13.4% of the total borrowing. Contrary to popular 
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opinion, counties borrowed even more than the state gov
ernments during this period. The loans of the former totalled 
$811 millions and of the latter $775 millions. 

The peak year for state and local net borrowing was 1924, 
when the total of $1,380 millions was reached. Although 
the gross borrowings of 1925 exceeded those of 1924, the 
proportion representing refunding issues was much larger 
and hence the net borrowing showed a slight decline. In 
1926, both gross and net borrowings declined. The peak year 
of state borrowing was 1924, when $250 millions of state 
bonds were sold. There was a sharp drop to $162 millions 
in 1925, and in 1926 the figure was $131 millions. The bor
rowings of counties and of school districts increased through 
1925, but declined in 1926. Municipalities and the minor 
civil divisions, however, have been borrowing at an ever
increasing rate. In 1923, they sold $508 millions of bonds 
as compared with $858 millions in 1926. Consequently, 
the indebtedness of these governments represents a growing 

rroportion of the total of state and local indebtedness. In 
923,47% of the state and local borrowings were for munici

palities and local civil divisions; in 1924 the proportion was 
54.9%; in 1925 it was 57.9%, and in 1926, 62.8%. 

F""ctio,,111 D;stri~utio" oj NtflI BorrofIJ;"ls 
The distribution of the borrowings of the state and local 

governments according to the purpose of issue is shown in 
Table 20 and in Chart 5. Of tne net total of bonds issued 
from 1923 through 1926, about 1>61 millions, or 1.270. repre
sented funding of short-term or current indebtedness pre
viously incurred. The outstanding function for which bonds 
were issued was the construction of roads, streets and bridges. 
The borrowings for highways during the four-year period 
amounted to $1,453 millions, or 28.470. of the net total. 
Schools and school buildings accounted for $1,081 millions, or 
21.1 %, of the total. Education and highways between them 
thus accounted for nearly 50% of the net total of new bor
rowings. The $1,576 millions borrowed by municipalities to 
finance the construction of water, sewer and drainage sys
tems, of harbor and water frontage, and of other improve
ments constituted 31 % of the total amount borrowed.. Irriga-
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tion and flood prevention, two functions which fall within the 
field of county activity, accounted for 2.1 %, and the soldiers' 
bonus obligations issued by the states represented 3.4% of 
the total. It is to be noted that the amounts of bonds issued 
under state soldiers' bonus laws declined from $92 millions 
in 1923 to U millions in 1926. This development was to be 
expected. 

TABLE 20: FUNCTIONAL DISTRIBUTION OF STATE AND 

LOCAL BONDS IsSUED, 1923 TO 1926 

PUrpcMe of I.ue 1m 1m 1925 1926 Toral p~~ 
192J-1926 .:. 

General buildiDgll 
.nd fire. . .•.•• $47,250 588,662 $58,218 $71,002 

Parka and m .. 
$265.132 5.18 

122,81( 2.40 aeuma. . • •• • . . • 29.880 30,740 20;367 41.823 
Schools and ochooJ 

buildings...... 208,329 288,523 323.921 
Roads, street., 

bridges. . . . . • . • 314.466 3BO.nO 392.676 
Sewer and draiJ> 

age ..•.• ••••.. 
Water ... : ....•. 
Improvements. .. . 
Electric light and 

89,219 
86,831 
63.489 

gu.... ....... 15.795 

94,456 
144,2!~ 
107.652 

20,501 

130,486 
117,263 
191,612 

19,97( 
Rapid transit. 

ferri ... can.... . 18.116 25,831 12,857 
H.rbor.nd ....... 

260,274 1.081.047 21.12 

364.809 1.452,721 28.38 

108,559 422,720 8.26 
14~~~ 491.247 9.69 
230,.,.... 592,997 11.59 

12,499 68,765 1.34 

45.UY. 101,911 1.99 

frontage....... 19,541 26,38! 15,328 17,9~} 79.208 1.55 
Irrigation... • . . • • 14,475 19,358 22,696 13.61. 70,139 1.37 
Flood prevention. ~,~ 16,~} 9,~? !.~ 38;~0~( .74 
Soldien' bon...... ,~,:",,: n,0,. 7.6,. ~,,:,,,,: 175.7 3.43 
Mivdlo·eoos. . •• 20,248 48.143 14,105 12,~ 94 1.85 
Funding.. • •• •• • . 19,426 16,278 15.137 10,5", 61,433 1.20 

Net Totd .•••. $1,043.118 $1,379,638 $1,352,093 $1,343,541~5.118,39( iO(i.(j() 

STATE AND LoCAL INDEBTEDNESS 

The greater part of the public debts of states and of lo
calities represents liabilities set over against tangible capital 
assets which have been financed out of the borrowed money. 
Among the tonditioning factors that entered into the deci
sion to undertake these projects were the size of the oorrow
ing division, its population and its economic resources. 
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These debts are burdens because the money loaned must 
be eventually repaid to the lenders, and because this repay
ment must be financed, in the long run, by taxation. The 
ease or difficulty of this repayment depends upon the factors 
of size, population and economic resources. These measures 
of relative debt burden are necessarily conditional, since the 
social and economic circumstances of the borrowing division 
may have changed greatly by the time of the debt's maturity. 

Siale and Local Net Bonded Debt 
In Table 21 are presented the figures for the combined 

net bonded state and local debt' in 1913, 1922 and 1925, and 
the relation of the combined debt in each of these years to 
population and wealth. In 1913, the total state and local 
net bonded debt of the country was $3,196 millions, or $33.11 

TABLE 21: COMBINED STATE AND LoCAL NET BONDED 

INDEBTEDNESS' IN 1913, 1922 AND 1925 

PerCent 
P.c..c 

PerCent J"" ..... 
J ....... IDCfc&M of Ratio 

Combined R.rio 01 Actual of Per ot Dobe 
Semi .nd Popul.rioa' Wealth p. ot Dobe Dob. Capita .. Year Local Debt (MiI1ioOl) (Mm .... ) Capita .. ..... Dobe Weliida 
(MiUioDl) Dob. W ..... P ..... ..... . ... 

; .. P ..... P ...... ......... ; .. ; .. r ..... fip,. 

1913 $3,196.2" 96.5 $186,300' $33.11 .017 
1922 7,'164.2' 109.9 320,804' 66.10 .()23 127.3 99.6 35.3 
1925 9,865.2' 115.4 355,300' 85.50 .028 35.8 29.3 21.7 

, Lao tIte amount in linking funds. 
I Figure from U. S. Bweau of the Cenaua, "Wealth, Debt and Taxation, 1913," 

Vol I. 
I Figure from U. S. Bureau of the c.u. .... "Wealth, Debt and Taxation, 1922-

Public Deb ..... 
• For computation of 1925 figure, lee Appeodis B, p. 288. 
I Figures from U. S. Bureau of the eenlUl, new revision.. 
• Figure from U. S. Boreau of the c.u. .... "Wealth, Debt ODd Tuatioo, 1913," 

Vol II. 
7 Figure from U. S. Bureau of the c.u. .... "Wealth, Debt and T-tion, 1922-

Wealth." 
• Figure from N.tiooaIladuatriai Cooference BoanI, P,.. ReIeaae, March 27, 

1927. 

'The term "net boaded debt" u uaed in tIti. volome refen to the boaded debt 
Ieoo oinking fuad Uleta of the Ita": and local govemmento.. TI}iI m~_ of ~tate 
and local iadebtedoeoo neceaoanly _ ftoabng deb~"ch ... llgoilicant lI!,m 
in the fioanceo of lOme atate and local goVeroJDeoIL plete fiaureo for ftoaung 
indeb~ however, COD _ be obtained. 
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per capita. In 1922, it rose to $7,264 millions, an increase 
of 127.3%. Durin~ this interval population had also in
creased, so that the Increase of per capita debt was 99.6%, to 
$66.10. During the next three years, as a result of the bor
rowings greatly in excess of retirements and sinking fund 
increases, state and local net bonded indebtedness mounted 
to $9,865 millions and the per capita debt to $85.50. 

During these years the wealth of the country increased 
even more rapidly than population, so that the increase in 
the ratio of state and local indebtedness to national wealth 
between 1913 and 1922 was only 35.3%. During the next 
three years the increase of this ratio was 21.7%. 

There was considerable variation in the relative increases 
of the debts of the several classes of governmental authorities 
between 1913, 1922 and 1925. These variations are shown 
in Table 22. Between 1913 and 1922 the net bonded debt 
of cities with populations exceeding 30,000 increased by 
only 61.4%, as compared with the 237.6% increase for other 
local governments. State indebtedness iricreased by 205.4% 
during the nine-year interval, while the combined local debt 
was 119.5% higher in 1922 than in 1913. During the three
year interval from 1922 to 1925, the increases shown by the 
different political divisions were fairly uniform. The com
bined state and local debt advanced by 35.8%, the state 
debt by 41.9% and the local debt by 35.6%. During this 

TABLE 22: NET BONDED INDEBTEDNESS OF STATE AND 

loCAL GoVERNMENTS, 1913, 1922 AND 1925 
n. I ~ 

... 0- ... 0-
00 •• IA. • ..., DIS 1m 1- I91S 1--

19lJ _1912 19U ltD 1925 

To'" ...... """local •. $3,196,158 57,264,197 127.3 59,865,197 35.' 
s ................... 287,856 179,075 205.4 1,247,657 4U 

To ... Iocal ........... 2,908,J02 6,385,122 119.5 1,661,02S' 35.6 
Citieo 0_ 30,000 ••••• 1,948,&52 ill::280 6U ,,416,057 42.6 
Other local .......... 959450 3 842 237.6 4,174968 28.9 
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three-year period, however, the cities had the highest rate 
of increase, 42.6%, whereas the indebtedness of the other 
subsidiary civil divisions increased only 28.9%. 

As shown in Table 23, the indebtedness of municipalities, 
resting as it does upon the limited population group of city 
dwellers, has been consistently above the average of the 
combined state and local indebtedness, when both are 
reckoned on a per capita basis. However, during the thir
teen-year period under consideration, the increase of the 
per capita debt of the cities was much slower than the in
crease of the combined per capita debt of state and local 
governments, the figures being 71.7% and 161.3% respec
tively. The per capita indebtedness of the states during this 
period increased 272.2%. 

TABLE 23: PER CAPITA NET BONDED INDEBTEDNESS OF 

STATE AND LoCAL GOVERNMENTS, 1913, 1922 AND 1925 
PerCent puc... 

Goftmmeaca1 Authority 1913 1921 I ........ 1925 I-=-
1913 to 1923 191310 1925 

Total state and local .. $33.11 $66.10 99.6 $85.SO 29.3 

States .........•.... 2.98 8.00 168.5 10.40 30.0 

Cities over 30,000 ... .. 64.55 81.22 25.8 110.83 36.5 

Interrelation of State and Local Nel Bonded Indebtedness 
In 1913, the net bonded indebtedness of the states repre

sented 9% of the combined state and local net bonded debt. 
In 1922, this proportion was 12.1% and in 1925 it was 13.1%. 
This increase is the result of the expansion of the functions 
of the state governments during this period, particularly in 
the field of highway construction. This rise in the ratio of 
state indebtedness to local indebtedness parallels the similar 
shift in expenditure and revenue relations between the two 
governmental groups which are noted in Chapters I and III 
of this volume. 

However, as indicated in the preceding section of this 
chapter, a check appears to be operating upon further bor
rowing by the state governments since 1922, whereas up to 
1926, at least, the cities and minor civil divisions continued 
to borrow at an increasing rate. During the period 1922 to 
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1925, diWerences in provisions for retirement of earlier debt 
issues oWset this decline in state borrowings, so that the 
increase of the outstanding state debt was actually slightly 
greater than the increase of the outstanding local debt. If 
the present trend of borrowing continues, however, its 
cumulative eWect must eventually make itself felt, and the 
proportion of the outstanding state indebtedness to the 
total of outstanding indebtedness will once more decline. 

Functional Distribution oj Stale and Municipal Indebtedness 
To the extent that the general functions of states and of 

cities overlap, it is to be expected that the purposes of their 
borrowings must overlap. To the extent that their respective 
functions diWer, the purpose of their borrowings will be inde
pendent. Table 24 indicates that nearly one-fifth of the 
state governments' outstanding debt in 1925 was for military 
and war-relief purposes, whereas the cities had not borrowed 
at all for these purposes. 

TABLE 24: FUNCTIONAL DISTRIBUTION OF STATE AND 

MUNICIPAL INDEBTEDNESS, 1925 
(Sourcel Un"" Sta~ B.tull or 1ft c.--. • r .. UM::iaI. St. .... " 01 St._ .... 01 QtieI) 

AU Cin. a ... a .. a .. 
Citi .. 01 .r 01 01 , ......... Sao .. Cin., 0- - 100.000 so,ooo so,ooo 

0- - .. to to .. 
lO,IlXI - JIll,(II) 100.(11) lO,OOO 

GeneralllOnrnmeD. buiIdi .... .!'lI I~ 2.3')1 I~ 1.3'l1 2.0CYc U% 
Armori ..................... .3 .. .. .. .. 
Asricultunl_ ........ .2 
Police and 6ft deponmen ..... .. U 1.8 .8 1.2 U 1.1 
Sewen ancI ....... diapooala •.. 11.1 12.9 9.2 11.1 8.7 9.8 
Hi,I" .. ,. .................. 53.1 18.8 20.0 IS •• 17.5 19.7 22.1 
Ch~tiea, .... pitalo and_ 

i.l \.9 2.7 3.1 .6 !J .3 bOftI • ..•••••••.••••••••• 
Sc:hooIa, Iibnrieo and m 1.2 21.3 16.2 17.7 24.6 31.5 3O.l 
Parka, pla)'llQlllldo and --

1.1 4.3 5.4 5.6 3.1 2.8 2.2 "bOna .•..• •••.••••••... 
PIlblic urilirico .............. 10.3 l6.5 18.6 29.0 26.4 2O.S 19.0 
Munici~anic:e ... ~ .. .. .2 .4 .. .1 . . .1 
SoIdien and aaiIan' reIicf and 

homeo ••••••••••••••••••• 18.0 . . . . . . . . .. .. 
War Iooao •••••••••••••••••• .5 .. .. . . . . .. .. 
Combiaod or UIIftPCIft'lIII pur-

7.' 7.2 ~ .................... 6.6 1.5 8.3 5.7 $!J 
MiacelI.-............... .7 2.4 I!J 3.7 2.6 2.3 1.7 
Fundi ... ancI refuDdina ••••••• 4.8 2.9 1.2 U 3.2 4.5 6.2 

I~N ... Yart. 



TABLE 25: COMBINED STATE AND LOCAL BONDED INDEBTEDNESS, 1913, 1922 AND 1925 

Bonded Debt I.e. Sinkinl Fund. Rink .,f Statu by Ratio of Debt to Rank of Suce. by 
Per Capita Debt Sin of Per Capita Wealth Ratio of nebt to ltatel Li~e::nphic: (Thounnd.) o.bt Per Cenc Wealth .-

19131 1m' 1925' 1913' 1921' 19151 19U 1m 1925 1913- 192Z' 1925' 19U 1922 1925 --------------------VaIWS ................. 18.198,168 ,7,2114,197 n,868,197 $38.11 $68.\0 $35.60 .. .. .. 1.75 2.31 2.33 .. .. .. 
Now £nIland ............ 361,8114 482,328 571,238 62.98 82.90 71.62 8.08 1.98 2.07 

Maine ..•.•..•..••.•••. 21,168 38,816 39,955 28.19 50.02 50.77 14 31 38 2.11 1.93 1.76 12 27 34 
N.w Hampohinl ..•.•.•. 9,299 12,852 14,034 21.39 28.75 31.05 26 42 43 1.43 .94 .90 22 45 46 
Vermont •...•..•••.•.•. 5,128 7,085 8,879 14.45 20.10 25.19 39 45 44 1.03 .84 .95 31 46 45 
M .... chu .. ' ............ 256,591 296,604 352,800 72.75 74.32 85.13 2 18 18 4.09 2.28 2.40 1 22 24 
Rhode bland ........... 26,679 41,202 51,922 47.38 64.38 76.44 5 21 25 2.74 2.14 2.39 5 24 25 
Connecticut .•.•.••••••• 42,799 85,767 103,648 35.59 58.66 65.93 11 25 28 1.82 1.62 1.72 16 32 36 

Middle Allaallc •••.•••.•• 1.342,888 2.343,192 2,924,619 88.\8 101.80 120.88 2.88 8.02 4.32 
New york ............. 986,120 1,536,130 1,734,193 103.43 142.98 155.36 1 1 3 3.94 4.15 4.32 2 2 5 
NowJ .... y ............ 132,752 298,886 458,585 48.42 89.35 127.38 4 8 5 2.23 2.53 3.45 9 18 11 
Pennlylvanil .•..••.••.. 223,464 508,176 731,741 27.89 56.20 77.22 16 27 23 1.40 1.76 2.28 24 30 26 

But N.rth Cenlral •.••••. 438,598 1.300,004 1.862,316 22.76 67.88 77.87 1.12 1.89 2.42 
Ohi ................... 210,555 545,704 659,954 41.33 90.02 102.00 8 7 13 2.34 2.95 3.16 8 11 15 
IndlIR •••.•••••. ' ..••••. 58,550 138,877 186,044 21.09 46.29 60.11 28 35 31 1.10 1.57 1.91 29 33 33 
IlIinoi ................. 88,653 217,610 407,216 14.98 32.27 57.42 37 39 35 .58 .98 1.70 43 43 37 
M!chila~ ......•....... 48,936 301,716 472,764 15.82 76.77 110.36 36 17 10 .93 2.65 3.64 36 17 10 
WI.colllln .....•.•.•••.. 32,899 96,097 126,338 13.53 35.29 44.39 40 38 40 .77 1.22 1.44 40 41 39 

Wool NorIIl Cealral •..••.. 200,881 198,878 126,850 18.114 48.92 IUO .16 1.80 1.66 .. MinnelOta •••..••••.••. 46,263 165,750 201,079 21.23 66.78 77.01 27 20 24 .86 1.94 2.15 38 26 29 Iowa ....•.••••..••.••. 23,626 112,170 158,271 10.34 46.50 65.40 46 34 29 .31 1.07 1.41 48 42 40 
Mi ... urI ............... 53,697 95,645 172,009 16.13 27.82 49.37 35 43 39 .95 .96 1.55 3S 44 38 
North Oako, •.•••••••.. 4,817 20,386 14,167 8.03 31.66 22.09 47 40 4S ,23 .83 .5S 49 47 48 
South Ookota •••••..•.. 6,928 38,843 40,525 11.52 59.03 S9.49 43 24 32 .53 1.33 1.21 45 38 43 N.bruko .............. 27,227 77,253 99,476 22.20 58.17 72.56 24 26 26 .74 1.45 1.73 41 35 35 K ..................... 38,423 88,329 141,323 22.38 49.35 77.95 23 32 22 .85 1.41 2.11 39 37 30 80alb Allaallc .•.• , •.•••.. Ja4.735 1'14,011 1,118,850 18.88 4U1 72.51 '5 1.68 2.31 1.89 
Delaware ..•••••.•••••. 6,610 22,150 29,680 31.60 96.72 124.71 12 7 2.20 3.54 4.19 10 3 7 Maryland .............. 58,425 117,063 149,580 43.40 78.20 9S.88 7 15 14 2.65 2.93 3.36 6 12 13 



... 
Diotrict ttl Columbia •••• 7,610 156 

143,917 
20.78 .33 

57:89 
30 49 .. .Jj5 .01 . . 42 49 . . 

Vi,.;..;. ............... 59,803 113,589 27.90 47.63 15 33 34 2.53 2.32 2.60 7 21 21 

Wac Virsinia ......•... 8,684 67,72S 109,293 6.J;7 44.03 66.72 48 36 27 .36 US 2.08 47 36 32 

Honh CaroIi ........... 31,1171 159,940 327,157 13.38 59!n 116.34 41 23 9 1.89 3.52 6.19 14 5 2 

Sou ... Carolina ••••••••• 18,921 50,562 67,143 12.CK 29.14 37.22 42 41 42 1.53 2.10 2.48 19 25 22 

0-.;. ................ 3O,otI4 56,622 S7/162 11.13 18.98 18.40 44 46 46 1.42 US 1.31 23 34 41 

FIorW ................ 13,527 86,204 234,818 16.42 77.52 185.84 34 16 I 1.47 3.53 8.30 21 4 I 
IMI_C. ........... 1.43,74' 10'1,1"- 4OZ.55O 11.77 - U.54 .. I.!IS %.31 2.78 .. .. 

"-ntu<k, .•••••••.•.... 25,5(12 38,180 46/162 10.94 15.S5 18.37 45 47 47 1.14 1.07 1.17 30 40 44 

Ten_ .............. 55,653 119,880 145,623 24.90 50.26 59.49 20 30 33 3.02 2.84 3.01 4 13 17 

A~ •. : ............. 36,532 57,314 94,263 16.55 23.76 37.72 33 44 41 1.85 1.91 2.89 IS 28 J8 

M_pp' ............. 26/162 91,759 116,602 14.52 51.24 65.12 38 28 30 2.16 4.21 4.80 11 1 3 
'IV __ c.InI ....... ItIO,6H rTZ,7111 7 .. '- JII.H AM 18.15 IAI 2.88 8.H .. .. 

Arlwuu .............. 8,130 9,900 19,395 4.98 5.48 10.32 49 48 48 .48 .38 .Jj8 47 48 47 

Louisiana .............. 68,(166 113,857 154,666 39.96 61.81 81.40 9 22 21 3.48 3.33 4.08 3 7 8 

~ .••••......•. 37,307 109,274 124,794 20.96 51.04 54.40 29 29 36 1.21 2.74 2.95 28 J6 16 

T ..................... 77/113 339,708 470,235 18.56 69.37 90.22 32 19 16 1.22 3.45 4.37 27 6 4 
111 __ ................ 7,,110 2tIO,6" 180,_ 1Ii.ll 8\'" .. .07 .. 1.12 2.38 2.79 

32 Mon ................... 11,319 50,284 56,519 26.13 83.67 84.11 19 12 20 1.01 2.26 2.26 23 117 
Id.ho ................. 8,603 42,220 48,029 23.85 90.99 94.55 22 6 IS 1.51 2.75 2.70 20 14 20 

W,omi ................ 3,513 16,816 25,247 21.69 80.46 110.25 25 13 II 1.00 1.72 2.22 33 31 28 

Colorado ............... 20,920 77,778 130,204 24.74 79.12 125.20 21 14 6 .91 2.41 3.75 37 19 9 

N .. Mesico ........... 6,340 15,133 19,886 18.75 40.90 51.79 31 37 37 1.30 1.78 2.10 26 29 31 

Ari"""" ................ 9,254 39,329 51,327 37.43 105.16 119.92 10 4 8 2.05 2.99 3.35 13 10 14 

U ...................... 10,771 42,199 42,629 27.03 89.22 84.58 J8 9 19 1.37 2.75 2.47 25 IS 23 

H ... da ................ 2,390 6,7W 6,809 29.73 87.33 87.96 13 10 17 .53 1.25 1.21 44 39 41 
Pad .................... JOII,4" 181,Bt7 1,01',814 45.88 1IL21 1&5.66 1.54 2.95 a.to 

Wuhin.""' ............ 54,800 121,473 157,100 45.18 85.42 104.04 6 II 12 1.74 2.37 2.79 17 20 19 

~ ................ 19,398 106,607 128,647 27.35 130.49 149.07 17 2 4 .95 3.12 3.41 34 8 12 

C.llforni ............... 135266 467817 733 587 49.65 124.85 175.50 3 3 2 I.W 3.11 4.39 18 9 6 

I United Sr .... B ...... u of rhe Co .. ua, uW .. lrh, Deb. and TauuoD-1913." 
'United S ..... Bureau of .... Cenaua "Wealth, Deb. and Taxation-I922." 
'I'Atim.ted by N •• ionallnduatri.1 c:,nf.rence BoanI. For method of .. rim. tina. &eO A...,.ndi. B, p. 288. 
• Popula.ion fillUrea from Unired s ..... B ...... u of the Co....., "Estim .... of Population of the Uruted Stat ... " 
• Popul.tion 6 ..... from United S ..... Burau of the Cena .... ULa ... t Popul.tion Estima .... " Lerrcr of January, 1927. 
• W •• lth ,_ from United s ..... Bureau of the Cenaua, "Esrimated National Wealth-I922." 
'Wealrh 6 ...... tim.ted by Hationallnduatrial Conference BoanI. 



TABLE 26: STATE AND LOCAL BONDED INDEBTEDNESS BY STATES AND GEOGRAPHIC DIVISIONS, 1913, 
1922, 1925 

(SoUM' United Stacn Bureau or the Cen,ol "Wealth Debt and Tlntioo" Ierie. and calculation. by Nation.llndoltri.1 Conrerence Board) , , 

1m 1922 1925 Per Ceot State Debt 
i, to Total Debt -

&tatu Ind GeOanPNc Ciria Other 
aries Other 

Ciriel 
Other 

Politinl Political Political Di",iaioul Statu 3o.(XX} and Sub. States JO.lXXl and Sub. Statu 30.(0) and Sub. (thou- Over divilionll {thou- 0." diviaioDi (thou_ 0. .. divi.ionl 1913 1922 1925 land.) (thou.. (thou- .. nd.) (thou- (thou .. nod,) (thou- (thou-•• nd.) hnd.) •• nd.) l.od.) ..nd.) nndl) 

United Slalell .......... $281,851 $1,848,852 $959,450 $879,07& $3,146,280 '3,238,842 $1,204,172 $4,486,0&7 $4,114,968 9.01 12.10 12.21 
New Ea.laad .......... 92,066 183,310 86,288 109,136 269,009 114,182 &6,327 814,870 200,041 28.46 22.83 8,86 

Maine ..•............ 1 7,519 13,648 12,654 5,469 20,693 14,081 10,138 15,736 32.60 35.24 
New Hamp.hire ...... 1,211 1,090 6,998 3,018 4,606 5,228 685 5,289 8,060 13.02 23.48 4.88 
Vermont ............. 5,128 2,112 4,973 1,842 7,037 29.81 20.75 
Mlllichuaetts ........ 78,883 140,076 37,632 75,968 176,712 43,924 25,211 204,995 122,594 30.74 25.61 7.15 
Rhod. bland ......... 4,907 17,735 4,037 9,338 26,268 5,596 10,372 34,393 7,157 18.39 22.66 19.98 
Connecticut .......... 7,064 16,890 18,845 6,045 45,954 33,768 4,136 60,055 39,457 16.51 7.05 3.99 

Middle Allaallc ........ 83,808 1,052,227 206,301 2&1,857 1,699,403 491,932 843,700 1,889,169 691,660 6.24 10.7& 11.76 
New york ........... 84,451 828,897 72,772 186,515 1,213,474 136,141 227,459 1,341,866 164,868 8.56 12.14 13.12 
N.w Jon.r .......... 72,196 60,556 16,349 136,975 145,562 51,316 191,707 215,562 .. 5.47 11.19 Pennsylvania ......... 643 151,134 72,973 48,993 248,954 210,229 64,925 455,586 211,230 .. 9.64 8.87 But Norlb Cenll'al ••••• 616 2&1,650 207,&28 14,116 619,3&7 666,631 222,283 921,600 708,433 .12 7.24 12.00 
Ohio ................ 157 129,467 81,245 29,583 235,214 280,907 18,752 368,893 272,309 .. 5.42 2.84 
Indiana ............. 655 9,272 48,623 426 17,847 120,604 1,335 58,947 125,762 1.12 .31 .72 
Illinoia .............. 17 61,862 26,774 12,738 77,973 126,899 125,838 194,552 86,826 .02 5.85 30.90 
Mic.hi.an ............ .. 17,577 31,359 49,205 147,302 105,209 74,494 241,086 157,184 .. 16.31 15.76 Wiaconain .••....•.... .. 13,372 19,527 2,164 41,021 52,912 1,864 58,122 66,352 .. 2.25 1.48 Weot North Cenlrlll •.. 1,144 89,221 89,111 70,_ 113,450 414,922 131,303 219,447 .76,100 1.07 11.70 1&.88 MinnelOta .......... '.' 900 . 30,872 14,491 19,476 53,562 92,712 14,717 74,916 111,446 1.95 11.75 7.32 low •.•.............. 9,693 13,933 185 16,369 95,616 19,061 33,559 105,651 .. .16 12.04 MU'Ouri ............. 18l 33,946 19,570 30,308 19,993 45,344 51,278 54,548 66,183 .34 31.69 29.81 North Dakota ........ 820 .. 3,997 5,614 .. 14,772 4,067 .. 10,100 17.02 27.54 28.71 South D.kota ........ .. 6,928 14,421 24,422 15,474 25,051 .. 37.13 38.18 N.bruka ............ 15,522 11,705 .. 13,014 64,239 35,274 64,202 .. .. Ka .................. 243 9,188 28,992 .. 10,512 77,817 26,706 21,150 93,467 .63 .. 18.90 



~~ ......... 47,J'J!1 I~:= .1 .... 117.P1 -~. l1l.<I14 

1 
177,7211 1SC,G1i5 20.1' 17M lion 

Jlela ...... .•......... 501 
4~ 

2,117 5,798 9,278 71J7 ~ 7,31 101J7~ I~ 7.58 26.18 24.64 

Muy .................. 7,334 4,765 21,929 f2,277 12,857 21,803 101,343 26, 12.55 18.73 14.58 

Diatrict of Columbia .. 7,61 
2i,206 58J~ i7 ii,m Vifljnia ............. 19,4.3 23.001 17,319 34,203 43,523 32.58 18.67 12.23 

Welt Virainia ........ 1~ 7.058 24,181 3~~ 40,213 38,408 8,958 61,927 35.70 35.14 

North C .... lina .••.... 7,m 2,155 21,383 33,326 10,8 l1S:r~ 91,;~ 25,442 21!~ 24.24 20.84 27.97 

Soudl Carolina ..•.... 5,522 5;42' 7,m 5,225 7,597 37,7 4,9 10,893 51 29.18 10.33 7.37 

"-Ii •.............. 6,352 11,688 12,1)44 5,381 16,558 ~:~ 5,003 20,841 31,218 21.11 9.50 8.n 

Florida .•.••••••••••. 602 3,625 9,300 485 14,853 70, 274 17,375 '217,169 4045 0.56 .12 
__ c.tnoI .•... 22,IU 4~~ 7J,uJ ...... 7", 184,010 12,102 ~:~ 

Z62,J96 15.&1 16.Z1 11.07 

Kentucky ............ 4 IS 9,616 2,4n 16,~: 18,829 24 19, 26,2~~ 6.49 
T ... _ ............ 11,794 22,25 21,602 17,554 43,11 59,212 14,55< 57,463 73,610 21.19 14.64 9.99 

AI~~ •. : ••••..•.... 9.057 11,317 16,IS8 14,494 16,267 26,553 23,67( 20,485 50,108 24.79 25.29 25.11 

~ ..... pp' ••••••••••• 1,507 24,555 12,343 79,416 14,406 102,1% 5.78 13.45 12.35 
11' .. _ .. c.tnoI .... 20,218 7i~ ".- Ja,837 120,IOZ 4ZI,4OO 22,179 178,104 &68,407 10.115 4.18 1,94 

ArIwuu .•.•.•....•. 1,236 295 6,599 2,530 k~ 6,156 2,443 2,512 14,440 15.21 25.56 12.60 

Lou.ian •........... . 12.019 38,;9i 17,255 13,679 43, 56,274 12,327 49,847 92,492 17.66 12.01 7.97 

Old......., ............ 3,oSS 7,578 26,674 3,526 11,966 93,782 3,3% 28,188 • 93,210 8.19 3.23 :z.n 
T_ ............... 3,978 29,665 43,380 4,101 63,418 272,188 4,413 97,557 368,265 5.16 1.21 .94 

~~ .••.••....... t,m 11,111 11,808 I8,Z9I .1,145 220.178 I8,Jt 1lI,I5O 288,704 lUll 11.18 10.011 

Moll ................. %5 275 101J79 4,313 1,579 44,392 4,319 1,704 50,4% 8.53 8.58 7.64 

Idaho ............... 2,057 .. 6,546 5,516 .. 36,704 5,052 .. 42,977 23.91 13.06 10.52 

W,omi .............. 117 3,3% 3,776 
i8~ 

13,040 2,403 
38,874 

22,844 3.33 22.45 9.52 

Colorado ••••••••••••• 1,144 5,413 14,363 9,509 50,025 11,335 79,995 5.47 12.23 8.71 

Now ~ .. ioo ......... 1,129 .. 5,211 4,560 
'3,513 

10,573 3,915 .. 15,971 17.81 30.13 19.69 

Ariton ............... 2,999 
• 5,825 

6,255 35,816 2,171 
i2,972 

49,156 32.41 
2i.37 

4.23 

Utah ................ 1,210 3,736 9,020 8,209 24,970 7,843 21,814 11.23 18.40 

N .. ado .............. 171 2,219 1,602 5,458 1,358 5,451 7.1S 23.70 19.94 

P ..................... ',18Z 111,717 ".111 IZ7,4SJ 223,181 144,773 150,107 4U,855 486,372 4.18 18.31 14.78 

WuhillJlOn •.•....... 331 40,675 13,794 12,260 47,499 61,714 10,986 87,012 59,101 .60 10.09 6.99 

Or~ .•....•.•..... I 11,417 ~~'? 38,927 23,723 43,957 39,704 35,214 53,n9 .01 36.51 30.86 

C.llforni ............. 9230 87.695 38 I 76244 152471 239,101 99417 311,629 322,541 6.82 16.30 13.55 

• EzelUlive or rural .... 001 di.trict debt. 



TABLE 27: LOCAL BONDED INDEBTEDNESS BY STATES AND GEOGRAPHIC DIVISIONS, 1913, 1922, 1925 
(SoU(H' United Stltu Bureau of the Cenlul "Wealth Debt and Tu.tion" leriet and calculation. by Nation.llndo.trial ConFerence Board) , , 

Total Loeal Debt Per Cent Debt or Citiet 30 000 Per Capita Debt of Ciliet 30.1XK1 and 
SUttll Ind GeolhPhic Di.,ilionl (cbounnd.) and Over i. to Total Local Jibt Over' 

191! 1912 1925 191! 1922 1925 191! 1921 1925 

Unlled State. .................. f2,90S,302 $6,885,122 $8,661,021 67.0 49.8 51.8 ,64.55 $S1.Z2 '110.83 
Ne ... England . ................. 269,598 873,191 514,911 68.0 89,4 61.2 57.64 68.82 80.20 

Maine ..•.•.........•.•. · ..•.. 21,167 26,162 25,874 35.5 20.9 39.2 122.64 52.20 92.34 
New Hampahire .....•.•.•...• 8,088 9,834 13,349 13.5 46.8 39.6 14.67 57.20 63.65 
Vermont .................... . 5,128 4,973 7,037 .. 

67:03 M ... chUletta . ............... 177,708 220,636 327,589 78.8 80.1 62.6 63.13 77.06 
Rhode 1.land ................. 21,772 31,864 41,550 81.5 82.4 82.8 52.60 63.29 88.74 
Connecticut . ................. 35,735 79,722 99,512 47.3 57.6 60.3 34.58 65.86 87.59 

MIddle AIlanUe •••••••.......•• 1,258,628 2,091,885 2,580,819 83.6 76.& 77.1 92.99 120.20 147.51 
New york ................... 901,669 1,349,615 1,506,734 91.9 89.9 89.1 122.63 155.31 169.96 
N ... Jeney .................. 132,752 282,537 407,269 54.4 48.5 47.1 48.68 76.18 110.57 
Penn.ylvania . ................ 224,107 459,183 666,816 67.4 54.2 68.3 49.19 67.41 118.16 

Eal North Cenlnl ............. ~3lI,078 1,205,888 1,630,033 52.7 43.1 56.5 34.86 63.45 87.86 
Ohio ........................ 210,712 516,121 641,202 61.4 45.6 57.5 68.15 85.82 129.14 
Indiana ..................... . 57,895 138,451 184,709 16.0 12.9 31.9 17.83 19.54 61.81 
l11inoia ...................... 88,636 204,872 281,378 69.8 38.1 69.1 22.42 22.19 51.74 
Michigan ... ................. 48,936 252,511 398,270 35.9 58.3 60.5 19.49 83.99 116.25 
WilCOn,in ................... . 32,899 93,933 124,474 40.6 43.7 46.7 23.82 51.69 68.76 

Wool North Cenlnl ............. 198,887 528,372 695,547 ~9.9 21.& au 39.67 38.S1 11.96 
Minnaota ... ................ 45,363 146,274 186,362 68.1 36.6 40.2 47.37 71.90 95.81 Iowa .. ...................... 23,626 lII,985 139,210 41.0 14.6 24.1 29.51 38.02 76.78 
MiaIOuri ....••••••••••••••.•• 53,516 65,337 120,731 63.4 30.6 45.2 29.54 16.05 42.06 
North Dakota ................ 3,997 14,772 10,100 .. .. .. .. .. .. 
South Dakota ................ 6,928 24,422 25,051 

35:5 Nebruka .•.............•.•.. 27,227 77,253 99,476 57.0 16.8 88.02 5G.43 129.52 K ........................... 38,180 88,329 114,617 2U 11.9 18.5 47.02 43.26 80.93 
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Maryland .••••.•.•....•..••.. 51,091 95,134 127.7n 90.7 86.5 79.3 80.63 100.n 127.21 
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On the other hand, cities often finance police and fire de
partment improvements through borrowing and float loans 
to construct sewage disposal systems, whereas state govern
ments do not concern themselves with these activities. 
Otherwise, as indicated in Table 24, the borrowings of the 
states and of the cities more or less supplement each other. 

More than 53% of the outstanding indebtedness of the 
state governments in 1925 was incurred for highway con
struction. A considerable portion of municipal expenditures 
for street construction is financed by special assessments. 
Less than one-fifth of the outstanding debt of the cities in 
1925 was incurred for this purpose. 

The reverse situation obtains in the case of indebtedness 
covering the construction of school buildings and libraries. 
Only 1.2% of the outstanding debt of the states in 1925 repre
sented outlays for this purpose, while the proportion in the 
case of cities was 21.3%. In the same year the indebtedness 
of the cities incurred for public service enterprises repre
sented 26.5% of the total, as against only 10.3% in the case 
of the state governments. 

Table 24 indicates that, in general, the size of a city does 
not directly affect the functional distribution of its indebted
ness. In only two classes of debt is there any marked 
difference between cities when grouped by population. The 
proportion of indebtedness incurred for the construction of 
school buildings to the total outstanding debt is higher in 
the smaller cities than in the larger. This relationship is 
quite in accordance with the inverse correspondence be
tween the proportion of municipal expenditures devoted to 
education and the size of the disbursing municipality, as 
shown in Table 8.' Also, according to Table 24, the propor
tion of municipal debt representing funding and refunding 
operations is markedly lighter in the smaller cities. 

Stale and Loctd Net Bonded Indebtedness 
Tables 25, 26 and 27 and Chart 6 show the combined 

state and local net bonded indebtedness for the three years 
1913, 1922 and 1925. 

I See above, p. 22. 



CHAPTER III 

VOLUME OF TAXATION 

I N normal times the trend of tax collections more or less 
parallels the trend of public expenditures. During the 
war and afterwards, during the early post-war years, this 

interrelation was rudely shaken. From 1917 to 1919, the 
heavy borrowings of the Federal Government were re
sponsible for the dislocation. From 1920 through 1924" the 
Federal Government was able to finance a considerable 
proportion of its expenditures from non-tax funds, i. e., from 
the billion-dollar balance in the Treasury in 1920 and from 
the sale of war supplies. At the same time the state and 
local governments floated a series of loans to finance heavy 
capital outlays. During the last two years, however, there 
has been, and it is to be anticipated that henceforth there 
will be, a closer coordination between public expenditures 
and tax revenues. 

THS COUNTR.Y'S TAX BILL 

The amount of taxes collected annually by all govern
mental authorities in the country is ~resented in Table 28 
and Chart 7.' In 1925S the total tax bill was J7,891 millions, 
and in 1926 it rose to J8,555 millions. The taxes collected 
by the federal, by the state and by the local governments in 
1926, in each case, exceeded the 1925 collections. 

Total tax collections increased during the thirteen-year 
interval, from the fiscal year ended in 1890 to that ended in 
1903, from J875 millions to Jl,382 millions. During the 
ten-year interval, between the fiscal year ended in 1903 and 

'no .rima ... 01..,. a>IIectioao after 1m do __ .,;,. .... __ pub. 
&.heel Ua ~no Coot 0I~ ... 1926, t.eca.. 01 the ___ ia the-mad 
..... -rinc period.....t by .... eoors • Baud. F ... d' • 0I .... ~ 
01 ootimarinc ..,. mI' " , _ AppoacIia II, pp. 289 .. 

"n.-hoa ..... cIIa_ ... __ .01. ,....,; ....... r..r.J.r.quoljica';'" 
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that ended in 1913, they rose to 152,194 millions. In the fiscal 
year ended in 1919, at the close of the war period, the tax 
collections amounted to 157,465 millions, 240.2% above the 
1913 figure. Two years later, the peak of 158,838 millions 
was reached. Decreases during the next two years brought 
the 1923 figure down to 157,234 millions. Since that year 
the increase in tax collections has been unbroken. 

TABLE 28: TOTAL VOLUME OF TAXATION IN THE UNITEI 

STATES, 1890 TO 1926 

~=ty 11890 11903 I 191J I 1919 I 1911 I 1m I 1m I 1m I 1m I I9U 

Amo",,' (in mill;""/) 

Federal •.•. $374 $521 $668 $4,500 $4,905 $3,487 $3,032 $3,193 $2:161> $3,200 
State .••••. 96 155 307 570 783 858 917 1,017 1,107 1,264 
Local ...••. 405 706 1,219 2,395 3,150 3,157 3,285 3,611 3,818 4,084 ---Total ..•. $875 $1,382 $2,194 $7,465 ~,838 $7,502 $7,234 $7,821 $7,891 ~~55 

Federal •••. $5.~~ $6.43 $6.92 $42.86 $45.23 $31.73 $27.15 $28.08 $25.71 $27.38 
State •••••• 1.5 1.91 3.18 5.43 7.22 7.81 8.21 8.94 9.59 10.79 
Local •••••• 6.43 8.n 12.63 22.81 29.05 28.73 29.41 31.75 33m 34.87 

Total .... $13.88 $17.07 $22.73 $71.10 ~1.5O $68.27 $64.n $68.n $68.39 $73.04 

Federal ..•• $16.04 $16.50 $17.14 $109.04 $1I7.1~ ~7E $71.5 $74.8E :::' $74.2! 
State ••••• • 4.11 4.91 7.88 13.81 18.69 20.37 2~::t Z::!: 25. 29.21 
Local ••••.• 17.37 22.35 31.28 58.03 75.23 74.93 n. 84. 88. 94.a 

Total .... $37.52 $43.76 $56.30 $180.88 $211.06 $178.06 $170.~ $183.37 $183.89 $198.1. 

These changes in the total of tax collections, however, do 
not represent the operation of a uniform group of govern
mental agencies, or the effect of a common set of factors. 
The fiscal activities of the Federal Government are, except 
for the minor items of subventions to the states for highway 
construction and agricultural study and education, quite 
independent of state and local finance. Except during the 
wartime period, the state and local tax bill has over
shadowed the federal collections. At the same time, the 
federal collections have always been of sufficient magnitude 
materially to affect the total of tax collections. 
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Political Distribution of Ta~ Collections 
Table 29 shows the proportions of the total taxes collected 

annually by federal, state and local authorities. During the 
war, the Federal Government collected more than sixty per 
cent of the total tax bill, but after 1919 the proportion col
lected by the Federal Government declined steadily until 
the fiscal year ended in 1926, when federal taxes amounted 
to 37.5% of the total tax collections. The share of the state 
governments in the total tax bill increased regularly during 
this period, until in the fiscal year ended in 1926 the states 
collected 14.8% of all taxes. Local governments shared with 
the states in the increasing proportion of state and local 
taxes until the fiscal year ended in 1926, when the proportion 
of local taxes declined slightly, from 48.4% in 1925 to 47.7% 
in 1926. 

TABLE 29: PERCENTAGE DISTIlIBUTION OF TAX COLLECTIONS, 

1890 TO 1926 
Tuill.K A......n.,. 1890 1903 191J 1919 1921 1m 1m 19U 1925 19%6 

Federal. 42.7 37.7 30.4 60.3 55.5 46.5 41.9 40.8 37.6 37.5 
State .•. 11.0'. 11.2 14.0 7.6 8.9 11.4 12.7 13.0 14.0 14.8 
Local ... 46.3 51.1 55.6 32.1 35.6 42.1 45.4 46.2 48.4 47.7 -Total. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Federal Tu Collections' 
During the last decade of the nineteenth century and 

during the early years of the twentieth century, federal taxes 
were increasing somewhat more slowly than state and local 
taxes. After the United States entered the World War, 
however, the federal tax bill became stupendous, increasing 
from $668 millions in 1913 to $4,500 millions in 1919 and to 
$4,905 millions in 1921. 

The program of federal tax revision, begun in 1921, re
duced the 1922 collections to J3,487 millions. The full 
effects of federal tax revision, however, were not felt untila 
year or two after the inauguration of the new tax program. 
Moreover, federal taxes, consisting chiefly of income and 
business taxes and customs duties, are particularly sensitive 
to business conditions. The combined effects of the 1921 
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tax revision and of the business depression which followed 
soon after die war, brought the 1922-23 tax collections down 
to $3,032 millions. 

In 1924, another federal tax revision bill was passed, further 
reducing the rates and narrowing the subjects of taxation. 
However, the partial industrial recovery of the preceding 
year resulted in a slight increase in the 1923-24 tax collec
tions.The full effects of the 1924 revision, coupled with the 
business relapse of 1924, brought the 1924-25 collections 
down to $2,966 millions. In 1926, the last downward revi
sion of tax rates to date became law. Once again, a lowering 
of rates chanced to coincide with increased collections based 
on the preceding year's business, and the federal tax collec
tions rose to $3,207 millions in the fiscal year ended June 30, 
1926. Contrary to early expectations federal tax collec
tions continued their rise in the fiscal year 1926-27, increas
ing to $3,337 millions. 

State and Local Tax Collections 
State and local tax revenues go to the support of govern

mental functions which are in most cases identical or sup
plementary. Both state and local tax collections have been 
increasing steadily since the fiscal year ended in 1890. In 
the fiscal year ended in 1925, local governments raised $3,818 
millions by taxes, while the tax bill of the forty-eight state 
governments in the same year was $1,107 millions. In the 
fiscal year ended in 1926, the local taxes amounted to $4,084 
millions, while the total for the states was $1,264 millions . 

. RELATIVE GROWTH OF POPULATION AND OF TAXES , 
With the growth of the country's population, taxes may 

have been expected to increase. The relation of taxes to 
population is, fUf,thermore, a rough measure of the changes 
in the burden of taxation. Between 1890 and 1921, per 
capita taxes increased from $13.88 to $81.50. The decline 
in the volume of taxation during 1922 and 1923 was reflected 
in an even greater proportional decline in the taxes per capita 
which fell to $64.77 in 1923. Taxes per capita again in
creased to $68.77 in 1924. During the next year the popula-
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tion increased at a greater rate than the taxes, so that in 
1925 taxes per capita declined to ~68.39. In 1926, the per 
capita tax rose to ~73.04. As may be seen from Table 28 
and Chart 8, the decline in per capita taxes in three of the 
years since 1921 was caused by fluctuations in federal tax 
collections, since both state and local taxes per capita have 
been increasing steadily. 

Taxes per person gainfully employed are a somewhat 
better measure of the burden of taxation than per capita 
taxes. On the basis of persons gainfully employed, the tax 
burden has been increasing annually since the fiscal year 
ended in 1923, from ~170.64: in that year to ~198.17 in the 
fiscal year ended in 1926. 

TAXES IN TERMS OF THE PURCHASING POWER OF THE 

DOLLAR 

The taxes collected by the various governmental agencies 
are paid in dollars which have a varying purchasing power 
from year to year according to price fluctuations. Facts 
stated in terms of dollars represent an adequate measure of 
increase or decrease only if dollars remain constant in value. 
I t is desirable, therefore, in order to show the "true" treild 
of tax collections over a long period of time, to convert the 
annual volume of taxation to the common standard of dol. 
lars of constant purchasing power. It is necessary to know 
what proportion of tax collections was due to changes in the 
government's demand for revenue and what proportion to 
changes in the value of the dollars by which it is measured. 
For this purpose, the value of the dollar in purchasing com
modities at wholesale in a given year is commonly used. 
Table 30 shows the annual tax collections expressed in terms 
of" 1913 "dollars,or in commodities at 1913 wholesale prices.1 

Prices reached their highest level in 1919, when they were 
twice those of 1913. If expressed in "1913" dollars or at 
1913 prices, the extraordinary tax bill in 1919, amounting to 
~7 ,465 millions, is reduced to Sl,616 millions. That is, practi
cally SO% of the increase in tax c:011ections between 1913 and 
1919 was due to decreases in the value of the dollar. A de
cline in prices and an increase in taxes in 1921 raised the to: 

• us. B_ 01 ....... Statiotico.It' Ie ........ -.L 



76 COST OF GOVERNMENT IN UNITED STATES 

TABLE 30: VOLUME OF TAX COLLECTIONS EXPRESSED IN "1913" 
DOLLARS, 1890 TO 19261 

Ta"'.. I I Authonty 1890 1903 1913 1923 I 1m I 1925 I 1926 

.Amount (in millions) 

Federal. $465 $609 $668 $2,180 SJ,339 $2,343 $1,972 $2,133 $1,869 $2,124 
State . .. 119 181 307 276 533 577 597 679 698 837 
Local ... 503 826 1,219 1,160 2,144 2,122 2,137 2,412 2,405 2,704 -Total. $1,087 $1,616 $2,194 $3,616 $6,016 $5,042 $4,706 $5,224 $4,972 $5,665 

Federal. $7.37 $7.52 $6.92 $20.76 S30.79 $21.32 $17.66 $18.76 $16.20 $18.13 
State . .. 1.90 2.23 3.18 2.63 4.91 5.25 5.34 5.97 6.04 7.15 
Local ... 7.99 10.20 12.63 11.05 19.78 19.31 19.13 21.21 20.85 23.09 - - -Total. $17.26 $19.95 $22.73 $34.44 555.48 $45.88 $42.13 $45.94 $43.09 $48.37 

Federal. 519.92 519.30 517.14 $52.82 579.74 $55.62 $46.53 $50.00 $43.55 $49.20 
State ... 5.11 5.74 7.88 6.69 12.72 13.69 14.07 15.93 16.26 19.39 
Local ... 21.58 26.13 31.28 28.11 51.21 50.36 50.42 56.55 56.06 62.65 - - - -Total. $46.61 551.17 556.30 587.62 $143.67 5119.67 5111.02 5122.48 5115.87 $131.24 

1 U. S. Bureau of Labor index of wholesale prices oued. 

bill in that year, expressed in "1913" dollars, to ~,016 mil
lions. The decline in "true" taxes from $5,224 millions to 
$4,972 millions between 1924 and 1925 is striking, particularly 
when considered in connection with the decline in per capita 
taxes on a current dollar basis. In 1926, however, "true" 
taxes increased again to $5,665 millions. 

The tailoring of the state and local tax demands to fit 
federal needs during the war period is well illustrated when 
taxes are considered in terms of "1913" dollars. While 
federal taxes, on this basis, increased from ~ millions in 
1912-13 to $2,180 millions in 1918--19, both state and local. 
taxes declined during the same period. Expressed in "1913" 
dollars, state taxes declined from $307 millions in 1913 to 
$276 millions in 1919, while local taxes declined from $1,219 
millions to $1,160 millions during the same period. 

Between 1919 and 1921 the "true" taxes of the federal, 
state and local governments increased rapidly to $3,339 
millions, $533 millions and $2,144 millions respectively. 
State taxes thereafter increased annually, while local taxes 
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remained at a rather constant level until 1924, when they 
rose to $2,412 millions. In 1925, local taxes remained 
practically at the same level as in the preceding year, but 
10 1926 they increased to $2,704 millions. 

TAX COLLECTIONS AND NATIONAL INCOME 

The burden of taxation is best measured by the proportion 
of national income which is diverted to governmental func
tions by the tax process. Table 31 and Chart 8 show the per
centage ratio of taxes to national income from 1890 to 1926.1 

TABLE 31: TAXES AND NATIONAL INCOME, 1890 TO 1926 

A!=', I 1190 I I!IOS I 1911 I 1919 I 1921 I 1922 I 1921 I 1m I 1925 I 1926 

NIIIi."," In .. _ (i" _i/O.",) 

p" end_ T""" Art qf NIIIi.w 1_ 

Federal. 3.1 2.5 1.9 6.6 '.8 5.7 U 4.5 3.' U 
s ........ •• •• .9 •• 1.4 1.4 1.3 1.5 1.4 1.6 
Local ... 3.3 3.4 3.6 3.5 5.7 5.1 4.6 5.1 5.0 5.2 

Total. 7.2 6.7 6.4 10.9 15.9. 12.2 10.1 n.1 10.2 1M 

According to this method of measurement taxes were most 
burdensome in 1921, when 15.9% of the national income 
was diverted into the treasuries of the federal, state and local 
governments. The tax burden declined sharply to 10.1% 
of the national income in 1923. Since 1923, the variations 
in tax collections and in national income have been more or 
less parallel. so that the burden of the country's taxes, as 
measured by their ratio to national income, has remained 
relatively constant. between 10% and 11 %. In 1926, federal 
taxes amounted to •. 1% of the national income, local taxes 
to 5.2%. and state taxes to 1.60/0-

THE TIlEND 01' THE TAX BVaDEIi 

Chart 9 shows the fYlllliw rather than usolllk variations 
in the federal, state and local tax collections during the period 
1913 to 1926. The data are plotted on a logarithmic scale, 

·Tu ............ _ ~ .... _aIoadar_ 
7 
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and the slope of each line shows the rale of the tax increase 
or decrease; that is, a given vertical distance on the chart 
represents a constant percentage of increase or decrease at 
all points of the chart. For example, the distance from 
$1,000,000,000 to $2,000,000,000 along the vertical scale is 
the same as the distance between $2,000,000,000 and $4,000,-
000,000, although the absolute increase in the second case is 
twice as great. Thus the slopes of any two lines on the chart 
are directly comparable. It is therefore possible to compare 
the rate of increase or decrease in tax collections in actual 
dollars and in "1913" dollars, as well as the rates of increase 
and decrease in the tax collections of the various govern
men tal agencies. 

The rates of change in the federal tax collections have 
varied widely since 1912-13. The actual tax receipts in
creased rapidly until 1920--21, fell to a low point in 1922-23, 
and alternately increased and decreased thereafter. Ex
pressed in "1913" dollars, the variations in the rates of 
change in tax collections of the Federal Government are 
even greater than if stated in actual dollars, as may be seen 
by comparing the lines on the chart which represent these 
tax collections. 

Stated in actual dollars, state and local taxes have in-
. creased uninterruptedly since the fiscal year ended in 1913; 
but when allowance is made for changes in the purchasing 
power of the dollar, the changes in these tax collections have 
been exceedingly irregular, as may be seen from Tables 28 
and 30. When these tax collections are plotted on a logarith
mic scale, as in Chart 9, the annual variations in the rates 
of increase or decrease are greater than those in the absolute 
amounts shown in Table 30. However, when the relative 
changes from year to year are considered in actual dollars, 
a regular upward trend may be observed. • 

There have been two coincidental periods' during which 
the rate of increase in taxes for each type of govern
mental authority was approximately constant. During the 
first period, ended in 1921, both state and local taxes in
creased somewhat faster than during the period since 1921. 
During the years since 1921, the trmd in both state and local 
tax collections has been quite marked. 



CHART 9: TREND IN TAX COLLECTIONS, UNITED STATES, 
1913 TO 1926 
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A close comparison of the two lines on Chart 9 shows that 
after 1919 the increase of state tax collections was at a rate 
somewhat greater than the increase of local tax collections. 
Since 1921, the average annual rate of the increase of local 
taxes has been 5.3% between 1921 and 1926, while state 
taxes increased annually at an average rate of 10.1% be
tween these years. 

If a straight line be drawn on the chart connecting the 
point representing 1921 state tax collections and the point 
representing 1925 collections, the three intervening points, 
for 1922, 1923 and 1924 collections respectively, would fall 
so close to the line as almost to touch it. In fact, two of 
them would touch any but the most finely drawn line. This 
is as markedly defined a trend as any to be found in economic 
science. Between 1925 and 1926, however, state taxes in
creased by the extraordinary rate of 14%. 

In the case of local tax collections, there was a lag in 1922. 
The increase between 1923 and 1924, however, was greater 
than the average, and since 1924 the rate of increase has 
been fairly constant. A straight line connecting the point 
for 1921, collections with the point for 1926 collections would 
almost cover the lines between 1924, 1925 and 1926. 

The greater rate of increase in state as compared with local 
taxes, is to be attributed to the undertaking, by many state 
governments, of governmental functions, such as, highway 
construction and maintenance, and educational support, 
which formerly fell in larger measure to the local govern
ments. This also accounts for the extraordinary increase 
in state tax collections in 1926. Since the volume of local 
taxes is more than three times as great as the combined state 
tax bill, the transfer of a relatively small proportion of local 
taxes to state authority will be reflected by a far greater 
percentage increase in state taxes. 
. Though both state and local tax collections have been 
increasing at a markedly constant rate, the rate of increase 
of the combined total of these taxes has not been so regular 
as that of either state or local taxes independently. In 
recent years, the combined total of state and local taxes 
probably represents a more uniform basis for comparison 
of year to year changes than either the state or the local 
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taxes alone. This combined total of tax collections increased 
by 2.1% between 1921 and 1922 and by 4.7% during the 
following year. In 1924, it was explained above, local taxes 
increased at an unusually great rate, balancing the lag in 
1922. The combined total of taxes in 1924 thus increased 
by 10.1%, then by 6.4% in 1925, and by 8.5% in 1926. 

It has been asked, not without alarm, whether the con
tinued rise in both state and local tax collections indicates 
the operation of factors pointing to an indefinite period of 
annual tax increases. Are state and local governmental 
authorities regularly extending their grasp to control an 
increasinl( amount of revenue, irrespective of changes in 
prices or an the national income or in the current needs for 
revenue? The fact, however, that the trend of taxes in re
cent years has been re~arly upward does not necessarily 
imply the operation or a law susceptible of mathematical 
measurement. Nor must the regularity in the rate ofincrease 
in taxes be attributed to a uniform policy of governmental 
representatives to add regularly a little to what the taxpayer 
has become accustomed to t>ay annually. 

The explanation of the SItuation should be sought in the 
trend and distribution of expenditures. In the long run, 
the tax bill must be balanced with the expenses of govern
ment. The nation-wide program of highwaf and educa
tional developmen t, carried on since the war, IS reflected in 
the increasing tax bills. It is impossible to say, at the 
present time, whether these programs and the attendant 
ancreases in taxes, have reached the turning point. But it 
may be expected that as the state and local highway and 
education programs approach completion, the tax increase 
will abate. In fact, when the current programs are com
pleted, taxes should decline, although not as rapidly as ex
penditures for the p~ since there will remain a l~ 
burden of school and highway indebtedness to be paid ofI' an 
later years. If recent experiences are repeated, however, 
there will develop new demands upon governmental authori
ties and further extensions of the functions of government. 
There may then follow another period of rising expenditures 
and taxes, at a rate determined by the magnitude of the new 
undertakings. 



CHAPTER IV 

GEOGRAPHIC DISTRIBUTION OF TAX COLLEC
TIONS 

THE preceding chapter presented the facts as to the 
total of taxes collected and their relation to the popu
lation and to national income. Were there a single 

universal tax system for the entire country and were popu
lation and economic resources evenly distributed, the entire 
story of the tax burden would be told in the figures of the 
totals. Instead, each state and locality has its independent 
revenue requirements and, within limits, its independent tax 
system. The concentration of population and wealth in 
some sections of the country and the relative poverty of 
others result in a correspondingly uneven distribution of 
tax burdens as between states and regions. 

l?ISTRIBUTION OF FEDERAL TAX COLLECTIONS 

The consideration of federal tax collections in the following 
pages is not equivalent to a study of the:. distribution of the 
federal tax burden. The latter subject would require a com
plete and detailed study of the incidence of the federal taxes. 
In a general way, it is known that the customs duties and the 
excises are more or less diffused throughout the entire popu
lation irrespective of their points of collection. Since the legal 
situs of corporations and the residence of individuals rarely 
coincide exactly with their fields of economic operation, there 
is even for these taxes, a divergence between the state to 
which the collection is attributed and the state in which the 
burden of the taxes is actually borne. Moreover, to the 
extent that the corporations are used as collection agencies 
for taxes which are ultimately shifted to individual con
sumers or stockholders who reside outside of the state in 
which the corporation is located, the geographic distribution 
of federal tax revenues on the basis of collections does not 
truly represent the distribution of the federal tax burden. 

82 
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For purposes of the following study, customs revenues 
have been distributed among the states on the basis of 
population, while the other federal tax revenues have been 
attributed to the state of collection. 

Factors in Regional Distri!JuNon 
The geographic distribution of federal tax collections is 

determined by the relative concentration of wealth, popula
tion and industrial activity in the various sections of the 
country. As shown in Table 32, the Middle Atlantic states 
and the East North Central group paid nearly three-fifths 
of the total of federal taxes in 1924-25. A single state, New 
York, paid 22.8% of the total, Pennsylvania paid 9.3% of 
the federal taxes, and Illinois' share was 7.5%. In that year, 
Michigan paid 1>77 millions of the 1>124.7 millions collected 
through the excise on automobiles and on auto parts; this 
brought Michigan's proportion of the total federal tax collec
tions up to 6.9% and ranked it immediately below Illinois. 
Similarly, the payment of a large proportion of the tobacco 
excise in North Carolina raised this state to fifth rank, with a 
proportion of 5.8%. Ohio, next in order, paid 5.5% of the 
federal taxes, California 4.5% and New Jersey 4.0%. These 
eight states paid nearly two-thirds of the federal tax bill. 

TABLE 32: DISTRIBUTION OF FEDERAL TAXES BY 
STATES AND GEOGRAPHIC DIVISIONS. FISCAL 

YEARS 1925 AND 1926 
' ...... T_I92S ' ..... T ...... 9J6 

"o-I~ .... 0-- -(-I- I-A_ -- A_ - (-, 
(t' ...., (I =+) -1m 1922 -1915 

~-.............. taol ..... -La -II.' tao4la.l47 ... 
N •• ..-.............. JI'I._ -II .. -IlL' -.." .. 

Maino .................. 12,736 -28.4 -26.8 lJ,m I.l 
Now HampoNre •••••••••• 6,648 -17.1 -10.2 6,417 -3.5 
v_ ................. 5,053 -5.3 - 5.3 5,191 2.7 
M __ ............... 138,871 -12.5 -2U 139,855 .7 
Rhode lolaa4 ............ 19,615 -16.4 -48.2 2O,l37 3.7 
Conncaiaa ............... 44.434 .1 -19.2 4J,S06 -2.1 

MkhDoAdo.Ue ••••••••••.• 1.111." -4.1 -IU l,JIl.a1 , .. 
New York ............... 712,248 -4.3 -12.6 790,314 11.0 
N .. l;i:!;,· ...... ·· .. ·· ~ -1.4 7.' 130,621 2.6 
........ ·a ............. - 7.3 -20.3 300,356 2.1 
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TABLE 32: DISTRIBUTION OF FEDERAL TAXES BY STATES 

AND GEOGRAPHIC DIVISIONS, FISCAL YEARS 

1925 AND 1926-Conlinued 
Fedoral Tue., 1925 Federal T •• a, 1916 

POI' Ceat Incre:llle PerCeat 

, States 
OJ' (-) Deere ... Jaere ... 

Amount .m Amount or (-) 
(thou.and.) (c:bou .... d.) 0-.." 

1m 1922 
over 
1925 -Bast North Cealrlll •••••••••• ,728,438 - 7.7 -13.11 f797,928 ••• Ohio •.••.••...•..••••••• 173,376 - 5.8 -18.3 188,555 8.8 

Indiana ••••••••..••••••. 53,363 -12.1 -15.3 55,327 3.7 
Illinois .•.••.•••••••••••• 235,824 - 5.2 -19.4 252,673 7.1 
M!chiga~ ...••.•.•••••••. 216,048 -10.5 .6 247,347 14.5 
WJJcol1lm .• 0.' ••••••••••• 49,827 - 7.9 -16.2 54,023 U 

West North Cealrlll .••.••••. 192,946 -10.9 -22.8 208,814 8.2 
Minnesota ..•...•••••.... 40,496 - 8.1 -25.6 47,134 16.4 
low •.•...•...•...••••••. 25,318 -15.2 -20.2 26,220 3.6 
Missouri ..•.........••••. 78,343 - 8.7 -20.8 85,591 9.3 
North Dakota ••...•....•. 4,048 - 9.2 - .5 4,267 5.4 
South Dakota ••.••....... 4,478 -14.5 - 5.4 4,568 2.0 
Nebraska .•......••.•••.• 14,092 -19.1 -28.3 14,408 2.2 
Kansas ....•..•..••.••.•. 26,171 -11.6 -28.0 26,626 1.7 

South A!lanlle ...•..••.••••• 402,388 -2.8 '.6 468,484 16.4 
Delaware .••.••.••.•••.•. 9,460 -20.8 42.3 12,839 35.7 
Maryland ..•.•..•••••..•. 38,557 - 7.8 -24.3 38,379 -.5 
DisttictofColumbia •••••.. 16,868 -43.6 -13.0 19,671 16.6 
Vuogini~. ',' : •.••••••••••. 6O,5n 4.6 11.2 73,389 21.1 
West VlfgtDla •••••••••••• 24,293 -12.1 -36.9 23,932 -1.5 
North Caiolin •...•...•... 180,430 5.3 37.5 206,659 14.5 
South Carolina ••..•••.... 15,298 -13.1 -11.0 14,043 -8.2 
Georgia .••••.••..•..••.• 30,117 -11.7 - 2.4 29,957 -.5 
Florida .•...•.•••.•.••••• 26,798 24.1 50.2 49,615 85.1 

East South Cealrlll ••••••••• 103,292 -8.4 2.2 104,3M 1.1 
Kentucky ............... 40,338 - 1.1 -2.3 39,559 -1.9 
Tennessee .••••.•.. 'I •••• 28,764 - 5.7 - 3.2 29,668 3.1 
Alab!"'!a. : •••••..••••... 21,467 - 1.7 10.3 22,123 3.1 
MisslSSlppt ••••••••••••••• 12,723 - 7.7 19.7 . 13,046 2.5 

Weat South Cealrlll. •••••••• 122.898 - 1.2 - 9,4 1»,427 18.4 
Arkansas ..•.•..•••••..•• 14,382 - 7.6 11.0 14,464 .6 
I..ouisiana •••.•••••••••.•• 26,389 -10.9 - 8.6 25,979 -1.6 
Oklahoma •••••...•••..•. 22,559 - 7.3 -11.3 29,683 31.6 
T ....................... 59,568 - 3.2 -13.0 69,301 16.3 

Moaa_ .................. ",_ -&.Ii -6.1 63,761 17.1 
Montana .....••••••.•.•. 5,617 - 7.0 4.3 12,507 122.7 
Idaho .•.•.••.•••••.••.•. 4,158 - 4.2 14.7 3,966 -4.6 
Wyoming •••••••••••••••• 2,775 -12.0 .5 2,7.7 -1.0 
Colorado .••••••••••••••• 19,192 - 4.8 -17.3 20,103 4.7 
N .... McDco •...••••••••. 2,703 - 9.4 10.0 2,686 -.6 
Ariw ................... 3,707 - 8.7 10.8 4,152 12.0 
Utah ..••••••••.•.••••••. 6,551 1.2 - 2.0 6,618 1.0 
Nevllda ................. 992 -13.1 -9.4 m -1.5 

Podlk: .••••••••••••••••••• 175,990 -u -1.1 189,975 7.1 
W .. blngtoa ••.•..•••.••.. 22,160 -15.3 -21.7 21,859 -1.4 
Oregon ...•••••.•••••.••• 12,354 -15.4 -42.5 11,865 -4.0 
California ....•.••....... 141,476 - 4.5 - 1.6 156,251 10.4 
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Middl, .tItlantic and East North Central Statts 
Since the largest proportion of federal taxes is con tribu ted 

by the Middle Atlantic and East North Central states, it is 
to be expected that variations in the total federal revenue 
collections from year to year will be reflected in the figures 
for the individual states of these two groups. Or rather, as 
the collections in these states vary, so will the total for the 
country vary. Columns 2, 4 and 6 of Table 32 substantiate 
this assumption. 

Between 1921-22 and 1924-25, federal tax collections as a 
whole declined as a result of a downward revision of tax 
rates. In 1925-26, despite the continuing effects of earlier 
revisions, business prosperity was reflected by an increase in 
the internal revenue. Of the eight predominantly industrial 
states comprising the Middle Atlantic and the East North 
Central groups, in only two states-Michigan and New 
Jersey-tax collections varied considerably from . the n .... 
tional trend during the period covered. However, the trend 
in income tax collections in these two states paralleled closely 
that of the country as a whole, the variations in the totals 
being due to changes in the collection of miscellaneous taxes. 
The divergent variation in Michigan is explained by the 
inde~dent influence of the automobile excise tax in de
ternuning the trend of federal tax collections in that state. 

SOullt .tItlantic Stat,s 
This group of states presents the widest fluctuations in 

federal tax collections frOm year to year, both in relation to 
the trend for the country as a whole and among themselves. 
In this connection the South Atlantic states may be sub
divided into three groups: 

(1) Delaware and the District of Columbia showed the 
widest variations from the general trend during the period 
covered in Table 32. This was largely due to the fact that a 
nine million dollar collection of back taxes on alien property 
was attributed to the District of Columbia in 1923-24, and a 
similar thn:e million dollar payment of back taxes was made 
in Delaware in the same year. 

(2) Florida, North Caro\ina and Virginia showed an in-
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crease in federal tax collections. In the two latter states the 
greater part of this increase reflected the growth in collec
tions from the tobacco excise. In Florida, the biggest item 
in this increase was the expansion of income tax collections 
from $8.1 millions in 1923-24 to $12.1 millions in 1924--25 
and to $34 millions in 1925-26. A part of this increase in 
taxable income may reflect an actual influx of capital into 
the state by reason of the state's widely advertised consti
tutional prohibition of income and inheritance taxation. By 
far the greater part of this increase in taxable income, how
ever, particularly in 1925-26, resulted from the Florida 
boom. In 1925 and 1926, speculators and investors liqui
dated their holdings at highly inflated prices in anticipation 
of the impending collapse of the boom. The capital gains of 
the entire boom period were thus reported in these two years, 
and hence the income tax collections were correspondingly 
exaggerated. 

(3) Maryland, West Virginia, South Carolina and Georgia 
showed decreases in the amoun ts of their federal tax collec
tions. In all of these states, except Maryland, the declines 
in income tax payments were the major items in the decrease. 
In Maryland, income tax collections between 1922 and 1925 
remained constant, as contrasted with the national trend, 
but the receipts from miscellaneous taxes declined because 
of the decline in the state's tobacco industry. 

Other Regional Groups 
Table 32 records a slight shifting in federal tax collections 

from the New England and West North Central states to 
the South Atlantic and East South Central states, reflecting 
a corresponding shifting of industrial activity; The decline 
in federal tax collections in these northern states between 
1921-22 and 1924--25 was much greater than for the country 
as a whole, while the increase in 1925-26 did not keep pace 
with the increase of total federal taxes. In the southern 
states, on the other hand, the reverse has been true. It also 
appears that federal taxes collected in the Mountain states 
in 1925-26 were extraordinarily heavy. This, however, was 
due entirely to an item of $6.7 millions collected by the 
Government as a tax. on the estate of an individual. 
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DISTRIBUTION or STATE AND LOCAL TAX COLLECTIONS 

The greater part of each state's state and local tax collec
tions represents a burden which is localized within the state. 
A few statesl obtain a considerable proportion of their state 
revenues from corporations which transact no business in the 
state, by providing favorable corporation laws. Part of the 
gasoline taxes, also, may be collected from individuals who 
do not reside, own property, or earn income within the 
state. These cases, however, are exceptions, and the tax 
revenue involved is only a small proportion of the total of 
state and local tax collections. Property taxes far outweigh 
all other state and local taxes combined, and the essential 
burden of these taxes is definitely localized. The state and 
local taxes are thus more or less representative of the tax 
burden within the states. The volume per capita and the 
recent trend of the taxes collected are presented by states 
and geographic divisions in Table 33. 

The three states comprising the Middle Atlantic group 
collected more taxes in 1925 than any other geographic divi
sion, New York leading all other states with $709.5 millions. 
Pennsylvania followed, with $378.5 millions. In the same 
year, the eight Mountain'itates collected less than any other 
geographic division, Nevada having the lowest total of tax 
collections, with U.5 millions. The bare amount of taxes col
lected, however, does not in itself represent the burden of 
these taxes, since the relative ability of the states to pay 
taxes varies considerably. 

p"" Cllp;l. TIIJt Coll«t;ons 
Since 1913, the amount of state and local taxes collected in 

Nevada has been smaller than in any other state, but its per 
capita tax collections have been the highest in the country. 
In 1925, theaverage share which each person in Nevada con
tributed toward the support of its state and local govern
mental agencies amounted to $83.69, as against an average 
of $42.69 for the country as a whole. California came next, 
with a per capita tax of VO.49 and was followed by Oregon, 
whose per capita tax in 1925 was Ul.62. In the same year 

• NombIJ. DoIa ..... Jl1aricIo. M.;.. Mar7Iud .. v ....... 



TABLE 33: STATE AND LOCAL TAX COLLECTIONS, BY STATES AND GEOGRAPHIC DIVISIONS, 1922 TO 1925 
Per Ceot Incre .. or 

Total State and Loc:al Ta. Per Capita Decnue(-) 
S •••• md Geocnphic DiYiaiou or Per Capita Tuea 

1921 1924 1925 1921 19U 1925 192. Over 1925 Over 
(thou •• nda) (thou.nda) (tholllaad.) 1921 1924 

UD\1ed Statea ..••••••..•..•••..••••• f4,016,619 f4,828,11211 f4,9211,7« P6.54 f40.70 f42.69 16.27 6.42 
New £n,land •...••••.•..•.....•..•. 865,884 896,022 420,634 46.41 50.16 52.67 11.28 6.21 

Maine .••.....•...•.•...•.•.•.•.• 27,925 32,287 32,643 35.99 41.23 41.48 15.62 1.10 
New Hampohire .................. 19,359 19,215 20,149 43.31 42.70 44.58 -.74 4.86 
Vermont ••........•.. , ...•...•.•. 12,052 14,853 15,220 34.20 42.14 43.19 23.24 2.47 
MaU8chUletta ••••..••••...••••••. 209,112 234,914 249,479 52.40 57.25 60.20 12.34 6.20 
Rhode laland ..................... 24,001 26,983 28,583 37.50 40.39 42.08 12.42 5.93 
Connecticut ..•.. : ..•..•.•.•...... 63,435 67,nO 74,560 43.39 44.06 47.43 6.83 10.02 

Middle At1aaUc ••................... 1,051,867 1,230,768 1,315,698 46.47 61.61 54.28 17.01 6.89 
New york ..•..•••......... , ...•. 595,881 670,463 709,499 55.46 60.79 63.56 12.52 5.82 
New Jeney ...................... 155,904 207,947 227,598 46.61 59.04 63.22 33.38 9.45 
PenRlylvania ......•...........•.• 300,082 352,359 378,501 33.19 37.71 39.94 17.42 7.42 

Eat North CoaIn1 ......•.....•...•. 982,842 1,082,569 1,076,476 . 41.61 «.16 46.215 10.74 4.26 
Ohio ............................ 251,019 270,185 2n,980 41.41 42.57 42.96 7.64 2.89 
Indiana .•.•••.•••...••••••.••.••• 121,356 137,789 144,051 40.45 44.94 46.54 13.54 4.54 
lllinoil ....•.•••.•••.• ~ ............ 248,955 279,748 291,035 36.92 40.04 41.04 12.37 4.03 
M~c:higa~ ...... ;. ~' ..•.•.....•.•...• 186,672 206,519 219,673 47.50 49.44 51.28 10.63 6.37 
WlICORlln •••••••••••••••••••••••• 124,340 138,268 143,737 45.66 49.22 SO.50 11.20 3.96 

Wool North CoaIn1 .••.•.•.•...•.•.. 117,"8 671.800 &87,686 40.62 «.19 46.12 10.40 2.76 
MinnelOta ........................ 121,241 146,207 141,941 48.85 56.85 54.36 20.59 -2.92 

Lii.!;~~:::::::::::::::::::::::: " 111,343 118,998 120,616 46.16 49.21 49.84 6.88 1.36 
95,025 99,879 116,388 27.64 28.78 33.41 5.11 16.53 

North Dako ...................... 29,358 32,427 32,130 45.59 50.51 SO.11 10.45 -.92 
South D.ko ...................... 31,845 36,916 37,227 48.40 54.77 54.64 15.92 .84 
Nehruka ........................ 58,011 55,738 56,419 43.68 41.04 41.15 -3.92 1.22 Kanan .......................... 71,123 81,635 82,864 39.73 45.18 45.71 14.78 1.51 

Soal.b At1aaIle ••.••.....•...•.•.•••• "301,000 172,064 414,473 20.59 24.60 26.88 23.61 11.40 
Delaware .••••••••••••••••••••••• 8,005 9,482 9,577 34,96 40.35 40.24 18.45 1.00 



M...,.w.d ........................ 45,763 55,212 S6,778 3O.S? 35.83 36.40 20.65 2.84 
Dittrict of Cobabia ............... 12,921 14,508 17,650 27.49 28.96 34.34 12.28 21.66 
Virsinia .•.•••••••••••••.•.•••••.. 46,611 S4,485 58,287 19.55 22.18 23.45 16.88 6.98 
W ... y".;_;. .. ................... 42,294 S6,305 58,380 27.50 35.G4 35.64 33.13 3.69 
"' ...... Can>li ..................... 46,162 S6,371 68,619 17.31 20.37 24.40 22.12 21.73 
Sou ... CeroIina .................... 23,420 30,195 38,589 13.50 16.93 21.39 28.93 27.80 
Georsia .......................... 41,s37 45,105 48,220 13.92 14.71 1S.S4 8.59 6.91 
Florida .......................... 34,285 50,401 58,373 30.83 41.G4 46.20 47.01 1S.82 

... _c.nI .................. U4,f71 176.111 II8,J9I 17J111 11.11 21.5Z 11.64 1&.H 
Kencack, ........................ 46,£HJ 52,655 59,775 18.99 21.13 23.83 12.97 13.52 
T_ ........................ 42,912 48,471 51,158 17.99 19.96 20.90 12.95 5.S4 
Alaboma ..•.•••••.•••.•••..•.•... 29;n9 32,972 35,058 12.12 13.34 14.03 12.81 6.33 
Miooiooippi ....................... 35,n5 41,440 53,007 19.95 23.14 29.60 16.00 27.91 

w .. _c.nI ..............•.. zaa.ua ZlI,IZII 114,1111 21.85 ZMI 21M 25.18 7.18 
Aru.-..•...•.•••...•.••••..•.. 20,471 26,539 29,182 11.33 14.28 1S.52 29.64 9.96 
Louiliana ........................ 51,023 60,052 64,289 27.70 31.91 33.84 17.70 7.06 
Oklohoma •••••••••••••••••••.•••• 53,074 66,705 70,153 24.79 29.67 30.58 25.68 5.17 
Tau .••••••.•...••••.•...••..•. 108,970 140,029 150,767 22.25 27.37 28.93 28.50 9.67 

M-_ ..•....................... 111,,12 1 .... 17 188,847 4z.s2 45.21 - 12.45 -.15' 
Moo ............................. 24,253 27,893 27,092 40.35 42.85 40.32 IS.oI -2.87 
Idaho ........................... 18,717 21,543 21,841 40.34 43.52 42.99 15.10 1.38 
W'omi .......................... 8,490 12,249 11,767 40.62 S4.93 51.38 44.28 -3.94 
ColoradO ......................... 46,016 51,143 51,627 46.81 49.99 49.64 11.14 .95 
"' .. MaieII .•.••........••...•..• 11,046 9,614 10,363 29.85 25.30 26.99 -12.96 7.79 
Arizoaa ••••••••••••••••.••••••••• 19,692 19,789 18,743 52.65 48.1S 43.79 .49 -5.2P 
Ucah ............................ 17,034 21,379 20,636 36.01 43.28 40.94 25.51 -3.48 
"' ... Ida .......................... 5,764 6,207 6,478 74.46 80.19 83.69 7.69 4.37 .. -............................. .17,- 181.781 421,842 - 80.80 15.47 21.110 19.93 
W uhilllfDD ...................... 68,776 80,204 79,503 48.37 S4.05 52.65 16.62 -.87 
Or~ .......................... 4~~ 51,797 S4,904 50.68 61.01 63.62 25.11 6.00 
C .. ,(oml ......................... 207n 254 780 294 635 55.34 62.92 70.49 22.86 15.64 
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Washington's per capita tax amounted to $52.65, thus bring
ing the per capita tax for the Pacific Coast states to $65.47, 
which was considerably higher than the per capita tax of any 
other geographic division. 

In thickly populated regions the burden of taxation is 
distributed among a relatively large number of taxpayers; 
and on this presumption their per capita tax, other things 
being equal, should be lower than in sparsely populated 
sections of the country. But since concentration of popula.
tion means, as a rule, concentration of industry and greater 
governmental needs, the per capita taxes of the industrial 
states of the North in 1925 were, with the exception of Penn
sylvania, Illinois and Rhode Island, higher than the average 
for the country as a whole. In the District of Columbia and 
in all southern states, with the exception of Florida, the per 
capita taxes in 1925 were below the country's average. The 
following table shows the per capita taxes and population 
per square mile in three northern and three southern states 
and in the United States as a whole. 

Per Capita Tax 
State iD 1925 

Unitod States ......................... $42.69 
New york ........................... 63.56 
New Jersey .......................... 63.22 
~aooach ... t .......................... 60.20 
Alabama •••••••••••••••.•.••••••••.•• 14.03 
ArblWUl ............................ 1S.52 
Georgia •••••••••••••••••••••••••••••• 15.54 

Popul.rioa per Sq ... 
Mile iD 1920 

35.5 
217.9 
420.0 
479.2 

45.6 
33.9 
49.3 

It should be noted, however, that per capita taxes are not a 
good measure of the burden of taxation. The ability of the 
southern states to pay taxes, as measured in terms of their 
per capita income, is considerably below that of the indus
trially developed states; and were comparative income 
figures available for the individual states, they would show 
that the southern states rank very high as to relative tax 
burdens.1 " 

Recml IncrtfUts in Tu Colltc/ions 
Though the southern states still collect the lowest per 

capita taxes in the country, tax collections in the South have 
I See Chapll:r V, Po 133. 
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been increasing more rapidly than in any other part of the 
country in recent years. Between the fiscal years ended in 
1922 and 1924- the taxes of the four West South Central 
states increased 25.6% and those of the eight states and the 
District of Columbia, in the South Atlantic division, in
creased 23.6% as against an average increase of 15.3% 
throughout the country. The four East South Central 
states showed an increase of only 13.6% during the same 
period, but their taxes increased 13.4-% between the fiscal 
years ended in 1924- and 1925, the highest increase for that 
period in an~ section of the United States. During this 
period taxes Increased 11.4-% in the South Atlantic states 
and 7.2% in the West South Central states, as against an 
average increase of 6.4-% for all states. 

It is significant that the two states which have been most 
prominent in the use of tax exemption programs to attract 
residents and business, showed the highest increases in the 
volume of tax collections between the fiscal years ended in 
1922 and 1925. Florida amended its Constitution in 1924-
to prohibit the taxation of income, estates and inheritance, 
afrcr its taxes had increased by 4-7% between the fiscal years 
ended in 1922 and 1924-. In the year following, its taxes in
creased by 15.3%, showing an increase more than twice as 
great as the average increase of state and local taxes through
out the country. Part of this increase was the result of 
Florida's new corporation law, designed to attract corpora.
tions doing no business in the state. The law, which com
bines a high initial tax with exemption from annual franchise 
taxes, affords no basis. for continuing revenues, while the 
constitutional prohibition of estate and inheritance taxes 
makes it im~ble for Florida to recover any proportion of 
the taxes patd to the Federal Government on the estates of 
its resident decedents. Mississippi, which recently exempted 
certain manufacturing property from taxation, increased 
its tax collections 16% between the fiscal years ended in 1922 
and 1924. Its collections in the fiscal year ended in 1925 in
creased by 27.90/0. or more than those of any other state. 
The Caro\inas also increased their taxes at an unusually 
high rate between 1922 and 1925. Tcnncsscc and Alabama 
are the only southern states whose tax inaeascs were less 
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than the average for the country during the four-year period 
1922-1925. The Pacific states also showed rapidly increas
ing tax collections in recent years because of the tax trend in 
California and Oregon. 

The combined tax collections of the eight Mountain states 
declined in the fiscal year ended in 1925, as compared with the 
previous year. In the seven West North Central states tax 
increases were considerably below the average for the 
country as a whole between the fiscal years ended in 1922 
and 1925. All these states are economically dependent 
upon agricultural and mining activities. The burden of farm 
taxes became so great by 1923-1924, while farm profits were 
decreasing, that they became a subject of considerable 
alarm.1 The comparative trend of taxation in the pre:
dominantly agricultural states no doubt indicates the rale 
of retrenchment of public expenditures as a part of the general 
program of farmers' relief. The only state in the West North 
Central division which showed an increase in tax collections 
above the country's average in 1925 was Missouri, which 
is to a large extent an industrial state." 

The i1eavy burden of state and local taxes upon the mining 
industries aggravated the fiscal situation in the Mountain 
states. These eight states collected three-q uartersof one 
per cent less in taxes in 1925 than in 1924. New Mexico 
and Arizona collected less taxes in both 1924 and 1925 than 
in 1922, while Montana, Wyoming and Utah showed a de:
cline in taxes between 1924 and 1925. 

Local T~ Collections 
Since local taxes constitute over three-fourths of the com

bined state and local tax bill of the country, it may be pre:
sumed that the regional trends of tax collections noted in the 
preceding section have been dictated by developments of the 
local tax system. This presumption does not always apply 
to individual states, for In some states, notably in Delaware 
and in several of the West South Central states, the last 
few years have seen a marked shifting of governmental 

1 See Chapcer V, p. 108. 
• For ""Planation of <he appaJmt "'" in_ in oome of the Weot Nania 

Central_tea be...- 1922 aad 1924 _ P. 93, _mote I. 
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functions from the localities to the state governments, with 
corresponding alterations in the tax system. Such shifting.of 
governmental functions and alterations in the tar system 
resul t from the development of cen tralized con trol of those 
activities which are characteristic of both state and local 
governments rather than from any tendency in the growth of 
taxes. The sU'pervision, direction or cooperation of the state 
governments In fiscal functions which were formerly left 
entirely to local authorities has necessarily become more 
common throughout the country with the growth of highway 
construction and educational activity. The tendency to
ward centralization has been further advanced by the desire 
to equalize the tax burden geographically within the state. 
Until the presen t, however, local taxes have remained a 
sufficiently high proportion of the total in most parts of the 
country to have been the predominating influence in deter-
mining the trend of taxation. . 

The local tax collections by states and regional divisions, 
together with the percentage increases or decreases from 1922 
to 1926, are given in Table 34. Clearly, the local taxes were 
the responsible factor in holding the rate of increase in tax 
collections of the West North Central and Mountain states 
below the average for the country as a whole between 1922 
and 1925 which was noted in the preceding section.1 From 
1925 to 1926, the increases of local tax collections were 1% 
in the West North Central states and 4.1 % for the Mountain 
states, whereas the average increase of local taxes for the 
country was 7%. Iowa, Nebraska and Montana actually 
reduced their local tax collections in 1926 as compared with 
the preceding year. . 

The greatest increases of local taxes in recent years are 
found in the South Atlantic and in the Pacific states. In the 
former group of states, the avera~ increase from 1922 to 1924 
was 22.8%; from 1924 to 1925 It was 9.40/'0. and from 1925 
to 1926 it was 12.3%. Florida and North Carolina were 



TABLE 34: LOCAL TAX COLLECTIONS, BY STATES AND GEOGRAPHIC DIVISIONS, 1922 TO 1926 
Loc:al Tn.ea Collected Per Cent Intteale or ( ) Deere.1II 

Stat .. and Geqrapbic: DiYi,;olll 1912 1924 1925 1916 1924 over 1925 over 1926 OYer 
(thouland.) -ft"howud.} (thoutand.) (tbolllanda) 1921 191. 1915 

United 8taleo ........................... 83,167,477 P,ll1.165 $3,818,374 $4,083,'793 14.37 6.74 1.96 
N •• Eq .... d ........................... 278,112 aov,m 829,480 368,272 12.04 8.48 8.74 

Maine ................................ 18,755 20,596 20,509 22,161 9.82 -.42 8.06 
Now Hampahire ....................... 13,797 13,983 14,388 15,435 1.35 2.90 7.28 
Vermont ......... , .... , ... , ........... 8,106 9,842 10,026 10,251 21.42 1.87 2.24 
M .. achuletta •..•..................... 171,014 197,361 211,520 231,173 15.41 7.17 9.29 
Rhod. laland ......................... 17,563 20,013 21,154 22,555 13.95 5.70 6.62 
Connecticut ....•••.•.....•.•.......... 46,927 47,627 51,883 56,697 1.49 8.94 9.28 

Middle Allanllo ......................... 831,268 '68,687 1,020,639 1,103,401 16.08 8.69 8.12 
N •• York ............................ 478,824 530,900 557,098 584,102 10.88 4.93 4.85 
N .. Jeney ........................... 119,541 160,858 176,276 200,718 34.56 9.58 13.87 
Penn.ylv.nia .....•.................... 232,893 264,829 287,165 318,581 13.71 8.43 10.94 

Bul Nonb Cenlra\ ...................... 786,098 863,067 888,695 942,073 11.60 4.17 6.02 
Ohio ................................. 209,979 233,419 246,332 263,992 11.16 5.53 7.17 
Indiana .•.•••.......•........•....... 102,878 110,995 113,981 117,054 7.89 2.69 2.70 
Illinoi •....•••.•••..•.............. ' ... 213,394 237,452 242,517 261,473 11.27 2.13 7.82 
M!chiga~ ....•..•.•................... 140,675 161,283 170,373 182,152 14.65 $.64 6.91 
WllCOftlln ••••••••••••••••••••••••••••• 98,170 109,908 115,392 117,402 11.96 4.99 1.74 

Wool NoRb Central ..........•........... 421,518 457,870 466,448 470,146 8.12 1.66 1.01 
MiMetDtl ...•••........•.....•...•... 91,606 104,244 102,886 104,126 13.80 -1.30 1.21 

~~ri:::::::::::::::::::::::::::::: 89,360 96,030 95,417 91,948 7.46 -.64 -3.64 
78,565 82,059 91,005 96,657 4.45 10.90 6.21 

North Dakota ......................... 24,511 26,420 25,226 25,326 7.79 -4.52 .40 
South Dakota ......................... 27,556 29,907 29,723 29,976 8.53 -.62 .85 
N ....... ka .•......•...•.•.....•••.•.•.• 47,434 48,348 49,209 48,510 1.93 1.78 -1.42 
Kania ................................. 62,484 70,862 71,980 73,603 13.41 1.58 2.25 

s..I1IAllanllo ...•. : .••..........•. : ••... _.387 270,811 296,981 132,242 22.80 1.37 Ill.211 
Dellware .••...•••••.•.•......••...... 4,086 4,586 4,707 4,823 12.24 2.64 2.46 
Maryland ............................. 33,321 41,116 41,497 43,262 23.39 .93 4.25 



• -' District 0( c..Iambia ••••••••••••••••••. 12,921 14.sos 17,650 21,730 12.28 21.66 23.12 

V.,.;.~ . ... : .......................... 28,330 33,141 34,768 37,860 16.98 4.91 8.89 

W ... V"" ........................... · 32,694 43,275 44,481 46,m 32.36 2.79 5.16 

NonhCuali ......................... · 36,229 42,366 49,338 55,288 16.94 16.46 12.06 

South Cuali .......................... 16,421 21,166 24,966 25,952 28.90 17.95 3.95 

o.orp •............................... 30,668 31,595 33,045 34,895 3.02 4.59 5.60 

J1loricIo ••• , ••••••••••••••.•••••.••••.. 25,fH1 38,860 45,509 61,655 51.22 17.11 35.48 
... _ .. c-tnI .•••....•....•.•...... lOt"" m.- 144.011 1A.J6I 15.78 1Il.10 1.49 

Kentack" •••••••••••••••..••.•.•.•.•.. 31,233 37,617 41,228 42,869 20.44 9.60 3.98 

T .. _ ...••......•.... ············· 32,791 35,168 36,809 39,548 7.25 4.67 7.44 

A~M .... : .•.•.••••••.•.•..•.••....••. 18,924 21,573 22,967 24,097 14.00 6.46 4.92 

M_·PPI···························· 26,645 32,528 43,009 46,841 22.08 32.22 8.91 
11' __ .. c-tnI •....•...............• 171,411 JOI, ... 111,552 JZ9,8U JOn a.so 1.15 

~,!""" .••••••••••••••.••••• , .•.•... 14,027 15,498 15,104 17,202 10.49 -2.54 13.89 

l.outllanA ••••••••••••••••••••••••••••• 34,322 42,877 46,0&1 50,334 24.93 7.47 9.21 
Ok~hom •••••••••••.••..•••..•••••••.• 46,359 57,086 55,533 60,918 23.14 -2.72 9.70 

T ................... ···•········•···· 78,760 93,173 99,834 101,411 18.30 7.15 1.58 

11-....... ·.······················ nl,'" 1'2,17. 1'1,7" 117,13 18.00 -.II 4.07 

Mon ........................ ·.······· 20,837 24,404 23,401 22,916 17.12 -4.11 -2.07 

Idaho ..•••••••.•.•.•.•..•...••.. ··•· . 15,237 17,806 18,026 18,462 16.86 1.24 2.42 
W"omi ............................... 6,242 9,564 9,239 9,872 53.22 -3.40 6.85 

Color .......................... •·•·•·•·· 37,1)61 40,512 41,033 43,153 9.31 1.29 5.17 

New Maico ................•. ········ 7,955 7,324 7,892 8,026 -7.93 7.76 1.70 

Arizon •••••..•..•.•.•.•.••..••.• ••··· • 13,377 14,573 13,924 15,469 8.94 -4.45 11.10 
U .. h ..••••••••..•.•...........•.•. •·· 11,967 13,629 13,708 14,610 13.89 .58 6.58 

N ... da ••••••••••.•••..•.. ··••••·•·•• • 4,287 4,361 4,541 4,618 1.73 4.13 1.70· 
.aeta. .......................... ······ . "1,064 285,'za IH,OZ4 857,811 21.75 10.17 11.80 

Wuhi .. ""' •.•••••.•.••••.•...•..••... 50,889 54,393 55,145 57,468 6.89 1.38 4.21 
Or~on ............................... 28,492 36,357 38,925 41,775 27.60 7.06 7.32 
Caloforni .............................. 163 673 205,173 231,954 258070 25.36 13.05 11.26 



TABLE 35: STATE TAX COLLECTIONS BY STATES AND GEOGRAPHIC DIVISIONS, 1922 TO 1925 

Stlte TUell Per Cent Inau.1e or Pel' Cent State Tun are or Combined 
(-)Detteu. State ed LocaJ. TaRt 

Ita. nd Gqnpbic Di'liaiou 
1921 192~ 1925 1924 Over 1925 Over 

(chow.nd.) (thouaand.) (thou.md.) 1922 1m 1922 192f 1925 

Ualled SIa""' ..•.................... f868,142 '1,017,480 '1,107,870 18.67 8.84 21.37 21.98 22.48 
N.wED ..... d •.•..........•......... 79,722 86,600 91,164 8.88 1.26 22.40 21.87 21.67 

Maine .... ................... , .. , 9,170 11,691 12,134 27.49 3.79 32.84 36.21 37.17 
New Hampahire .................. 5,562 5,232 5,761 -5.93 10.11 28.73 27.23 28.59 
Vermont ..• .................... ,. 3,946 5,011 5,194 26.99 3.65 32.74 33.74 34.13 

. M .. achUletll ..•.•...........•... 38,098 37,553 37,959 -1.43 1.08 18.22 15.99 15.22 
Rhod. bland ..................... 6,438 6,970 7,429 8.26 6.59 26.82 25.83 25.99 
Connecticut . ..................... 16,508 20,143 22,677 22.02 12.58 26.02 29.72 30.41 

Mldcllo Atllmllc •.•........•..•.•.•.. 220,809 274,182 295,069 24,26 7.61 20.97 22.26 22.43 
N." YDtK ....................... 117,057 139,563 152,401 19.23 9.20 19.64 20.82 21.48 
N ... J .... y ...................... 36,363 47,089 51,322 29.50 8.99 23.32 22.64 22.55 
Penlllylvania . .................... 67,189 87,530 91,336 30.27 4.35 22.39 24.84 24.13 

Bul Norib Coalrol ...•.•..•...•..... 117,241 179,452 187,881 7.ao 4.70 17.94 17.88 17.45 
Ohio ............................ 41,040 36,766 31,648 -10.41 -13.92 16.35 13.61 11.38 
Indiana ......................... . 18,478 26,794 30,070 45.00 12.23 15.23 19.45 20.87 
Illinoi •... ........................ 35,561 42,296 48,518 18.94 14.71 14.28 15.12 16.67 
M!cru-. ........................ 45,997 45,236 49,300 -1.65 8.98 24.64 21.90 22.44 
WllCOnllR . .• ~ ••••.•••••••••••••.• 26,170 28,360 28,345 8.37 -.05 21.05 20.51 19.72 

W .. I Norib Coalrol ................. tl,480 113,930 122,139 18.15 7.21 18.82 19.92 20.79 
Minnesota ...................... . 29,635 41,963 39,055 41.60 -6.93 24.44 28.70 27.51 
1o'!' ............................. . 21,983 22,968 25,199 4.48 9.71 19.74 19.30 20.89 
Ml.IIOun ..•••••••••..•••••••••..• 16,460 17,820 25,383 8.26 42.44 17.32 17.84 21.81 
North D.ko ...................... 4,847 6,007 6,904 23.93 14.93 16.51 18.52 21.49 
South Dako ...................... 4,289 7,009 7,504 63.42 7.06 13.47 18.99 20.16 
Nebruka ........................ 10,5n 7,390 7,210 -30.13 -2.44 18.23 13.26 12.78 
kaDII.I .....•.................•. . 8,639 10,773 10,884 24.70 1.03 12.15 13.20 13.13 

Soulb Allullo ...................... 80,638 101,461 118.512 26.81 18.82 26.79 27.27 28.59 Del.".,. ....... ................. 3,919 4,8% 4,870 24.93 -.53 48.% 51.63 50.85 
M&I')'Iand ........................ 12,442 14,096 15,281 13.29 8.41 27.19 25.53 26.91 



Dio~ af CoIambia. ~ •••••••••••• 
ii,288 ii,344 

.. 
i6.71 39.23 4Ci.js Virpnaa .. ~ ••••••.•••••••••••••••• 23,519 10.19 39.17 

W ... VUJiaia •••••••••••••••••••. 9,600 13,OJO 13,899 35.73 6.67 22.70 23.14 23.81 
Nonk CatoIina ..•••.•.•...•...•.. 9,933 14,005 19,281 40.99 37.67 21.51 24.84 18.10 
South Can>IiDa ••••••••••••••••••• 6:»') 9/129 13,623 29.00 SO.88 29.88 29.90 35.30 
G«qia •••••••••••••••••••••.•••• 10,869 13,510 lS,175 24.30 12.32 26.17 29.95 31.47 
l'IoricIa .••••••••••••••••••••••••• 8,588 11,541 12,864 34.39 11.46 15.05 22.90 22.04 
__ c-INI .................. U,882 48,162 14,t85 8.441 la.oz 29.05 1fT.7Z 1fT.a 

Kentuck' ..••...•.•....•..•.••.•. 15,376 lS,038 18,547 -2.20 23.33 32.99 18.56 31.03 
T ... _ ........................ 10,121 13,303 14,349 31.44 7.86 23.59 17.45 18.05 
A~.: ••••••••••••.....•••••. 10,305 11,399 12,091 10.62 6.07 35.26 34.57 34.49 
Miooioo'pp! .•.•••••.•...•••••••••• 9,080 8,912 9,998 -1.85 12.19 15.42 11.51 18.86 

WOOl _III c-INI ................. 1O,fI7' 14.'" 17,839 fO.., 15.12 %&.7'1 Z8.87 auz 

t!l:: .. :::::::::::::::::::: :'::: 6,444 1I,D41 14,078 71.34 27.51 31.48 41.1iD 48.24 
16,701 17,175 18,208 2.84 6.01 31.73 18.1iD 18.31 

Oklahoma ••••.••••.•.•••••.•..••• 6,715 9,619 14,620 43.15 51.99 11.65 14.41 20.84 
T_ ........................•.. 30,210 46,856 SO,933 55.10 8.70 27.72 33.46 33.78 
~-.......................... 14,04' 31,144 ",783 10.51 -%.29 32.65 Z2.'7 ZI.JZ 

Man .............................. 3,416 3,489 3,691 2.14 5.79 14.08 11.51 13.62 ' 
Jdoho ••••••••••••••••••••••••••• 3,480 3,737 3,815 7.39 2.09 18.59 17.35 17.47 
W,omi .......................... 2,248 2,685 2,518 19.44 -5.85 26.48 21.91 21.48 
Colorado .••••••.•••••.••••.•.•••. 8,955 10,631 10,594 18.72 -.35 19.46 20.79 20.51 
N .. Maico .•.................... 3,091 2,290 2,471 -15.91 7.90 27.98 23.82 23.84 
ArifAma ••••••.•.•.•••.•......•••• 6,315 5,216 4,819 -17.40 -7.61 31.07 26.36 15.71 
Utah ................... , .•.•.••. 51167 7,7SO 6,918 52.95 -10.61 29.75 36.15 33.57 
Nenda ..••...................... 1,477 1,846 1,937 24.98 4.93 15.62 29.74 29.90 .oet ............................... 74,4" 10,868 loa,018 21." 13.38 Z3A6 Z3A9 24.01 
Wuhi..-...................... 17,887 25,811 24,358 44.30 -5.63 26.01 31.18 30.64 
~ .......................... 12,910 15,440 1S,979 19.1iD 3.49 31.18 29.81 29.10 
C.hlomi •.••• , .••...•.......•.••• 43,699 49,607 62,681 13.52 26.36 21.07 19.47 21.27 
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largely responsible for the high increase in local taxes in the 
South Atlantic states. The average increase of the Pacific 
group of states over the four year period was 46.9%. Cali
fornia was responsible for the greater part of this increase. 

Stale Tax Collections 
Table 35 shows the state tax collections by states and by 

regional divisions for the fiscal years ended in 1922, 1924 and 
1925. It is evident that in most parts of the country the 
proportion of state tax collections to combined tax collec
tions has been increasing. This tendency is most marked 
in the West South Central states, but individual states else
where-Connecticut, Georgia, Illinois, Indiana, Minnesota, 
New Hampshire, New York, North Dakota, South Dakota, 
Tennessee and Texas-illustrate the same development. 

This increasing importance of state taxation, indicated in a 
summary form in Table 29, is largely the result of the growth 
of centralized supervision and control of highway construc
tion1 and education. In recent years the states have assumed 
responsibility for a considerable mileage of roads and high
ways; and in order to finance their construction and main
tenance; they levy motor vehicle charges and gasoline 
taxes. These have had considerable effect in swelling the 
total of state tax collections. Moreover, it is not unusual 
now for states to levy mill taxes for road purposes, the 
revenue from which is redistributed to the localities on a 
basis independent of the amount collected in each locality. 
Similarly, state aid for education" is growing in importance, 
necessitating increased state tax revenues. . 

Several exceptions to this general tendency should be 
pointed out. 

In five states-Arizona, Massachusetts, Nebraska, New 
Mexico and Ohio-the state tax collections in 1925 were con
siderably below those of 1922. 

DISTRIBUTION OF COMBINED TAX CoLLECTIONS 

Tables 36, 37 and 38 present in a summary form the g~ 
graphic distribution of federal state taxes and local taxes for 
the years 1922, 1924 and 1925. 

I See Chap .... VllL t See Chapter VIL 
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TABLE 36: VOLUME OJ' TAX COLLECTIONS DISTRIBUTED BY 
STATES, FISCAL YEAR. 1922 

Combined Combined Fedel'lll '.der.1 
S .... State Iltd Tun State aDd State TUell LooaIT.,... 

Loc.ITuu ( ......... d.) Loc.ITua (tboUUDda) (IhouoIDdo) 
(thouuDd.) (1houoODdo) 

A1abam ............... $48,686 $19,457 $29,229 $10,305 $18,924 
Arizona ... ............ 23,037 3,345 19,692 6,315 13,3n 
ArkansM ............. . 33,431 12,960 20,471 6,_ 14,027 
Califomia ....... , ..... 351,193 143,821 207,372 43,699 163,673 
Colorado .............. 69,209 23,193 46,016 8,955 37,061 
Connecticu.t . .......... 118,457 55,022 63,435 16,508 46,927 
Del.w .................. 14,653 6,648 8,005 3,919 4,086 
District of Columbi ••.• 32,310 19,389 12,921 

'8,588 
12,921 

Florid ................. 52,132 17,847 34,285 25,697 
Georai ................ 72,401 30,864 41,537 10,869 30,668 
Idaho .•.•...•••....••. 22,343 3,626 18,717 3,480 15,237 
Illinois ................ 541,541 292,586 248,955 35,561 213,394 
Indiana .............. . 184,340 62,984 121,356 18,478 102,878 
low •................. . 143,055 31,712 111,343 21,983 89,360 
K ..................... 107,460 36,337 71,123 8,639 62,484 
Ken.~cky ............. 87,895 41,286 46,609 15,376 31,233 
I..oulltan ••.......•.... . 79,885 28,862 51,023 16,701 34,322 
M.ine ..•...•.•.•..•.•. 45,313 17,388 27,925 9,170 18,755 
Maryland ............. 96,686 SO,923 45,763 12,442 33,321 
M .... c:huootta .•••••••• 392,083 182,971 209,112 38,098 171,014 
Mic:hilllA ...........• .• 401,390 214,718 186,672 45,997 140,675 
Minneaota ............ . 175,685 54,_ 121,241 29,635 91,606 
Milli.il'pi ............ 46,353 10,628 35,725 9,080 26,645 
Miaoun .............. 193,938 98,913 95,025 16,460 78,565 
Montana . ............. 29,637 5,384 24,253 3,416 20,837 
tiebratka .••.••••.••••• n,678 19,667 58,011 10,5n 47,434 
ti ... d ................ 6,859 1,095 5,764 1,4n 4,287 
ti .. Hampohin •••••.•• 26,760 7,401 19,359 5,562 13,797 
tiewl,i'-Y ............ 274,021 118,117 155,904 36,363 119,541 
tiew exico ........... 13,504 2,458 11,046 3,091 7,955 
ti .. York ............. 1,411,089 81S,208 595,881 117,057 478,824 
North Catalina ........ 1n,371 131,209 46,162 9,933 36,229 
North Dakota .••••••.• 33,426 4,068 29,358 4,847 24,511 
Ohio .•••••••••.••••••• 463,248 212,229 251,019 41,040 209,979 
CMdahaoo •••••••••••••• 78,S07 25,433 53,074 6,715 46,359 0.-................ .62,889 21,487 41,402 12,910 28,492 
I'eanoyl .... i •.......... 666,656 366,574 300,082 67,189 232,893 
Rhod. hland .......... 61,837 37,836 24,001 6,438 17,563 
So.adl c....tina •••••••.. 40,611 17,191 23,420 6,999 16,421 
So.adl Dakota .......... 36,580 4,735 31,845 4,289 27,556 
Tenne.eo ....•...••••. 72,626 29,714 42,912 10,121 32,791 
T ..................... 1n,427 68,457 108,970 30,210 78,760 
Utah ................. 23,719 6,685 17,034 5,067 11,967 
V~t .............. 17,386 5,334 12,052 3,946 1,106 
V .... ftl& ••••••••••••••• 10l,O'l9 54,481 46,618 18,288 2B,33O 
": .... i~"!", .......... 97,067 28,291 68,m 17,887 so,889 
W ... tV .................. 80,804 38,510 42,294 9,600 32,-
W-.. ............. 183,831 59,491 124,340 26,170 98,170 
W~ .............. 11,252 2,762 1,_ 2,248 6,242 

Toto! .............. .$7,559,360 S3.543.741 $4,015,619 $858,142 $3,I57,4n 
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TABLE 37: VOLUME OF TAX COLLECTIONS DISTRIBUTED BY 

STATES, FISCAL YEAll 1924 
(N.tioaallndUftrial Coafereace Bo.rd) 

Combined. Com ....... Federal Federal 
S .... &cate aDd T .... State aDd StlteTua Lo<OJT .... 

Local TUell ( ......... 4.) Local Taxa (d00a0aa4.) (.-..... ) 
(thou.and.) (thouUDd.) 

Alabama ... ........... $54,815 $21,843 $32,972 $11,399 $21,573 . 
Arizona .............. . 23,8SO 4,061 19,789 5,216 14,573 
Arkansas ..........•... 42,112 15,573 26,539 1I,()41 15,498 
California . ............ 402,989 148,209 254,780 49,607 205,173 
Colorado ...•.•......•. 71,311 20,168 51,143 10,631 40,512 
Connecticut . .......... 112,164 44,394 67,770 20,143 47,627 
Delaware ......•....... 21,432 I1,9SO 9,482 4,896 4,586 
District of Columbia .... 44,439 29,931 14,508 14,S08 
Florida ••••.....•..... 71,995 21,594 SO,401 11,541 38,860 
Georgia ••••••••••••••. 79,195 34,090 45,105 13,510 31,595 
Idaho ..••••••.••...... 25,883 4,340 21,543 3,737 17,806 
Illinois .•••.••.......•. 528,424 248,676 279,748 42,296 237,452 
Indiaoa ....•........•• 198,515 60,726 137,789 26,794 110,995 
Iowa ..••......•••••... 148,863 29,865 118,998 22,968 96,030 
Kansas ••.••.••••••..•. 111,249 29,614 81,635 10,773 70,862 
Ken.~ .....•....... 93,430 40,775 52,655 15,038 37,617 
~lana .••....•..... 89,664 29,612 60,052 17,175 42,877 
M.me ...••••....••.•. sotm 17,790 32,287 11,691 20,596 
Marylaod •.•.....•.••• 97,048 41,836 55,212 14,096 41,116 
Massachusetts ....•••.• 393,568 158,654 234,914 37,553 197,361 
Mic:higao ..•....•..•.•. 447,857 241,338 206,519 45,236 161,283 
~~~~ ......•.•••.. 190,250 44,043 146,207 41,963 104,244 
MISSISSJI'P'.'. • • . . •.•... 55,228 13,788 41,440 8,912 32,528 
Missouri ............... 185,715 85,836 99,879 17,820 82,059 
Montana .... 0 ••••••••• 33,931 6,oJ8 27,893 3,489 24,404 
Nebraska .•••.......•• 73,153 17,415 55,738 7,390 48,348 
Nevada .•..•....•..••. 7,349 1,142 6,207 1,846 4,361 
New HampshUe •••••.•• 27,236 8,021 19,215 5,232 13,983 
New~y ....•..•.... 337,120 129,173 207,947 47,os9 160,858 
New ·co ....•.•. ". 12,596 2,982 9,614 2,290 7,324 
New york ...••••••...• 1,414,607 744,144 670,463 139,563 530,900 
North Carow ........ 227,738 171,367 56,371 14,005 42,366 
North Dakota .•••..... 36,883 4,456 32,427 6,007 26,420 
Ohio ••••.•.•.•••.•..•. 454,278 184,093 270,185 36,766 233,419 
Oklahoma •..•.•.•..... 91,oJ8 24,333 66,705 9,619 57,086 

Oreson··············· . 66,403 14,606 51,797 15,440 36,357 
PCIlDSylvania . ••..•.•.. 667,362 315,003 352,359 87,530 264,829 
Rhode Islaod •.•••••••• 50,450 23,467 26,983 6,970 20,013 
South CaroliDa ••••••••• 47,804 17,609 30,195 9,029 21,166 
South Dakota ..•••••.• 42,154 5,238 36,916 7,009 29,907 
T...-............. 78,974 30,503 48,471 13,303 35,168 
T ..................... 201,564 61,535 140,029 46,856 93,173 
Utah ..•••••.••.•.•..• 27,8SO 6,471 21,379 7,7SO 13,629 
V""!"!"t .•••••.••.•... 20,191 5,338 14,853 5,011 9,842 
Vuguua ....•.••••••••. 112,410 57,925 54,485 21,344 33,141 
VV .. ~ ....•.•.••.• 106,371 26,167 80,204 25,811 54,393 
VVest ugiuia •••••••••• 83,949 27,644 56,305 13,030 43,275 
lIr.....w. ............. 192,352 54,084 138,268 28,360 109,908 
VVyomiDa ••••••••••••• 15,403 3,154 12,249 2,685 9,564 

Totsl ............. · . $7,969,239 $3,340,614 $4,628,625 $1017,460 $3,611 165 



DISTRIBUTION OF TAX COLLECTIONS 101 

TABLE 38: VOLUME OF TAX COLLECTIONS DISTIlIBUTED BY 

STATES, FISCAL YEAR 1925 
Combia" 

Comhiaed F..tonI, rod .... s .... Su.od T .... Slate and StateT ... LoadTua 
LocaIT .... ( .......... , LocaIT .... ( ........... , (chI pdl) 

(dIounDd.) ( .......... , 
Al.bam ............... $56,525 $21,467 $35,058 $12,091 ~7 An_ ................ 22,450 3,707 18,743 4,819 13,924 
ArItono ................ 43,564 14,382 29,182 14,078 15,104 
Californi .............. 436,111 141,476 294,635 62,681 231,954 
Colorodo .............. 70,819 19,192 51,627 10,594 41,033 
Connecticut . .......... 118,994 44,434 74,560 22,6'n 51,883 
Del •• are ............ ,_ 19,037 9,460 9,5'n 4,870 4,707 
District of Columbia •... 34,518 16,868 17,650 

i2,864 
17,650 

Florid ................. 85,171 26,798 58,373 45,509 
GeoJ,p ................ 78,337 30,117 48,220 15,175 33,045 
Idaho ................. 25,999 4,158 21,841 3,815 18,026 
Illinoi ................. 526,859 235,824 291,035 48,518 242,517 
Indi ................... 197,414 53,363 144,051 30,070 113,981 
Iowa ..•••.••.••.••.•.• 145,934 25,318 120,616 25,199 95,417 
Konau .•••••.•••••..•. 109,035 26,171 82,864 10,884 71,980 
Kentucky ............. 100,113 40,338 59,'n5 18,547 41,228 
I.ouialana . ............ 90,678 26,389 64,289 18,208 46,081 
MaiM . .....•......... 45,379 12,736 32,643 12,134 20,509 
Maryland ............. 95,335 38,557 56,'n8 15,281 41,497 
M_ch_ta ••••••.•. 388,350 138,871 249,479 37,959 211,520 
MichilJlUl .............. 435,721 216,048 219,673 49,300 170,373 
MinnelOta ......•..... . 182,437 40,496 141,941 39,055 102,886 
Mi.iaail'!'i ............ 65,730 12,723 53,007 9,998 43,009 
~ .......•..•.•. 194,731 78,343 116,388 25,383 91,005 
Montana ............. . 32,709 5,617 27,092 3,691 23,401 
N ...................... 70,511 14,092 56,419 7,210 49,209 
N.nd ................ 7,470 992 6,478 1,937 4,541 
N ... Hampohiro •••••••. 26,797 6,648 20,149 5,761 14,388 
N •• ~ ........... 354,933 127,335 227,598 51,322 176,276 
N... . ........... 13,066 2,703 10,363 2,471 7,892 
N ... Vork ............. 1,421,747 712,248 709,499 152,401 557,098 
North Cuoliao ......... 249,049 180,430 68,619 19,281 49,338 
North Dakota .•••••••. 36,178 4,048 32,130 6,904 25,226 
Ohio •••••••••••••••••• 451,356 173,376 2'n,9flO 31,648 246,332 
Oklahoma ............. 92,712 22,S59 70,153 14,620 55,533 
~ ................ 67,258 12,354 54,904 15,979 38,925 
Peanayl...m •.••••••••• 6"7O,S53 292,052 378,501 91,336 287,165 
Ilhochi bland .......... 48,198 19,615 28,S83 7,429 21,154 
Sauth CuUino ••••••••• 53,887 15,298 38,589 13,623 24,966 
SauthDobca .......... 41,705 4,478 37;127 7,504 29,723 T_ ............. 79,922 28,764 51,158 14,349 36,809 T_ ................. 210,33S 59,568 150,767 50,933 99,834 
Utah ................. 27,187 6,551 20,636 6,928 13,708 
V_t .............. 20,273 5,053 15,220 5,194 10,026 
\r.,p.ia ...••••.••••••. 118,864 6O,m 58,287 23,519 34,768 
Wuhi'!J1'!ll ............ 101,663 22,160 79,503 24,358 55,145 v.: .. V~ .......... 82,673 24,293 S8,3BO 13,899 44,481 
~ .................... 193,564 49,827 143,737 28,345 115,392 
W~ ............. 14,542 20m 11,767 2,S2I 9,239 

Total ............... 1$l,13O,649 !M.9is.744 ~I 107,370 1$3,118,374 



CHAPTER V 

SOCIAL AND ECONOMIC DISTRIBUTION OF 
TAX BURDENS 

PRESUMABLY, tax revenues cover the cost of those 
governmental functions which benefit, not specific 
individuals or groups, but society as a whole. The 

modern fiscal ideal is to distribute the burden of these taxes 
among individuals and groups as nearly as possible in pro.. 
portion to their economic ability. 

The ideal can be achieved only by a practical and compre
hensive understanding of the facts of the social distribution 
of the tax burden. The time for a comprehensive statement 
of the distribution of tax burdens, however, is not yet arrived. 
Much detailed and painstaking research must be done before 
this goal is even approached. The best program for the im
mediate presen t is careful, inductive research in to those fields 
of public finance where the need for factual information is 
greatest, even though they be unrelated to each other. In 
the following pages several of these fields are explored. 

THE TAX BURDEN ON AGRICULTURE 

During 1925-26, the fa(mers of the country paid $890 
millions in direct taxes.' Less than '/.7.5 millions of the $890 
millions of direct taxes paid by the farmers represented pay
ments of federal income taxes.' The remaining $882.5 mil
lions or more were for state and local taxes. This amount 
represented about 17% of the '/.5,292 millions of state and 
local taxes collected during the same year. 

General Increase of Farm Tues 
During 1919, the farmers of the country paid '/.621 millions 

in taxes.' A year later they paid '/.750 millions. In 1921-22 
• u. S. Department of Agriculrme, "Crop. and Mvkero," July. 1926-
• Agricultural mrporations paid oUt and ODe-hal( million doIWo of r.d<raI in _ 

_ for the caIcndar.,_ 1924. In 1923. only $44 miUiona of ... (ann inaJmc 
w .... rq>orU:d by indiVldualt on their fed...at lax ICbed ...... 

• National Ind .. triaI eo..r...- IIoonI, "The Apicultural Problem ia the 
Uni"'" S ...... 1926, n pp. 56, 57. 
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the figure rose to $848 millions. The next year saw a slight 
easing of the farm tax burden, but in 1923-24 the high mark 
for farm taxes of $892 millions was reached, while very slight 
decreases occurred in the next two years.l 

Statistics gathered by the United States De~artment of 
Agriculture on operator-owned farms show a similar increase 
in the amount of farm taxes paid.1 In 1919-20 the taxes on 
such farms amounted to $388 millions. In the next year 
they totalled $545 millions. By 1922-23 they had increased 
to $617 millions. In 1924-25 they amounted to $635 mil
lions. An equal amount was paid in 1925-26. 

During the period 1919 to 1924-25, the amount of direct 
taxes, mostly state and local, paid by farmers increased 
43.5%. This increase of farm taxes was not a post-war 
phenomenon. Prior to 1919 there had also been long periods 
of increasing farm taxes. In 1909, the farmers of the country 
paid $225 millions in taxes,' while ten years later their tax 
bill was $621 millions. In the crop year 1913-14 the 
average of state and local farm taxes per acre was $0.314; in 
the crop year 1921-22 it was $0.709.1 

[,,",tIS, oj Farm Tu,s i" S,I,ct,tl SlflltI 
Index numbers of farm taxes per acre for ten states are 

shown in Table 39. For each state or section of a state, the 
farm taxes per acre in 1919 have been chosen as the basis of 
comparison; that is, the farm taxes per acre during the 
period covered have been calculated as percentages of the 1919 
figure,- which is taken as 100. A comparison of the figures 
shows that, while farm taxes have not increased uniformly 
in all states, in most of the states there has been some, and 
usually a very decided, increase. In Iowa, the amount of 
taxes collected from the farmers in 1910 was less than 33% 
In... &,-_ .... doe ...... ,. II)' r.r...n. n. _ J ...... 

cha,...t _ .... them _ much C~d"""lhe ,...1920 ........ 
19l1. See Kama AariaalNnI . t Statiall, BuIlo:tiI> 23t" p. 1!1. 

I u.s. Depu_t J AariaaI_ .c.-..... MuIiza,- VollII.s.... 7. p. 22!1. 
"N.rioaollad..aiol C-'u BcoonI, "ne AariaalNnI Po Al .- P. 56-
'u. S. Deponmat J AatW_ -W ....... c.- ..... MuIiza, - ...... 17. 

1923, p.151. 
'This year 1919 _ ...... year"" !'f'ical~ ..... t...ce -u. .......... 

i,. ............ it it doe_ year fo.-wIId _ ...... J __ ..., a-..ilablo fo.-all...... 'I eel._x' 'a 



TABLE 39: INDEX NUMBERS OF FARM TAXES IN SELECTED STATES, 1910 TO 1925 
(0 .... 1919-11)0) 

K ...... Michi.anl 

J l I 1 111 ';'i I~ Ii ',I ~B ·0 Jo .J s, II U, You U i d ~'t ~lIi or ' ,., ! i:" "'l il~ .; " ~" J" l] ~"il ~" --- - - 56 5148 44"1"54 --f-----1910 44 31 51 49 
" " .. " " " 1911 .. 47 .. 35 56 55 58 58 55 51 60 .. .. .. .. .. .. 1912 .. 51 .. 39 56 56 59 60 55 49 53 .. .. .. .. .. .. .. '1913 .. 55 .. 45 58 60 63 62 55 48 53 .. .. .. .. .. .. .. 1914 .. 60 74 51 61 63 64 66 60 52 52 .. .. .. .. .. .. .. 1915 .. 66 59 65 67 69 70 64 53 58 .. .. .. .. .. .. .. 1916 .. 73 84 66 74 74 74 78 75 67 68 .. .. .. .. .. .. .. 1917 .. 79 90 73 75 n 77 76 75 66 71 .. .. .. .. .. .. .. 1918 89 92 61 82 94 79 78 77 75 82 1919 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 1920 lIS 116 126 122 119 121 117 119 120 114 120 95 140 117 130 121 122 92 1921 123 137 181 146 139 141 148 136 136 130 146 103 120 125 135 124 124 84 1922 123 159 185 168 123 122 132 120 117 127 145 108 116 113 127 119 123 99 1923 113 157 157 168 132 129 141 132 123 143 ISS 112 III 113 120 143 121 88 1924 107 160 .. 171 .. .. .. .. .. .. .. 107 109 100 121 122 120 85 1925 103 164 .. 176 .. .. .. .. .. .. .. 121 122 106 123 122 119 .. 

I Per acre; da .. rrom U. S. Department or Asriculture. p ..... rd .... Mar<:h 10. 1927. 
• Total fum taxes; data from Intentate Commerce COmmiliion Docket 17 000, b,.." 87. 
• Per acre; data rrom U. S. DeplU'tm.nt or Asriculture, "Agric;;{ture Y.ar Book. 1924." p.257. 
• Per acre; da .. rrom Kansa. Asriculture ExPerim.ntal s .. tion Bull.rio 235. po 21 
• Per acre; da .. rrom U. S. D.partm.nt or Asricultu .... p ..... ;;I ..... 
• Per acreL da .. rrom North Dako .. Asriculture Colleae E.perimental Station. Bull.tin 203. p. IS. '1921_1w. 

'1 '!i 
~ i 

" 43 .. 46 
50 

67 55 
61 59 
59 65 
59 72 
67 80 
72 89 

100 100 
113 118 
133 136 
135 1S9 .. 156 .. 159 .. 164 

• Total rarm tuea; data rrom Ohio Asriculture Experimental Statio~ Bim,onthly Bull.tin. Vol. X. No. 9. po 189. 
• A..,.... rarm taX; da .. r ..... Univenity of Wiaconain Asriculture l:.Zperimentai S .. tion. Bull.tin 363. po 19. 

North D.kota' 

- to 'i to Ii%-
1111 a'l= fed ild =d 
---

" .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 
.. 

100 100 .. 
181 195 
210 198 100 
199 235 89 
190 234 102 
158 189 71 
.. .. .. 

·li 
1 Itl 
0 ,- § ile 
56 ~ 
51 .. 
54 

50 59 
60 52 
77 .. 
76 .. n 69 84 

100 100 
116 .. 
127 .. 
124 

i15 128 
137 119 .. .. 
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of the amount collected in 1919. In Illinois and in Missouri, 
the 1910 farm taxes amounted to about 40% of those col
lected in 1919. In Kansas and in Ohio, the 1910 farm taxes 
were slightly over 50% of the 1919 farm taxes. In prac
tically every state for which data are available, the 1920, 
1921 and 1922 farm taxes exceeded those of 1919. In 1923, 
farm taxes increased in some states and declined in others, 
but the figure in Table 40 shows that for the country as a 
whole the decreases outweighed the increases. In 1924, farm 
taxes increased again, but in 1925 and 1926 the farmers 
paid less in taxes than in 1924, indicating that a check, at 
least of a temporary nature, had been placed on the rise of 
farm taxes. 

Rtlalion of Farm Taxes anti Farm Income 
Taxes are felt as a burden only in relation to other factors. 

The most important of these conditioning factors is income. 
As between two individuals, one with a small income and 
the other with a large income, a tax of a given amount is a 
much heavier burden to the former. If an individual en
joys a large income in one year and a small income in another 
year, a tax of a given amount constitutes a heavier burden to 
him in his less prosperous period. The proportion of the 
farmer's income which is absorbed by his taxes constitutes 
the crux of the farm tax rroblem.-

From the beginning 0 the present century through the 
crop year 1919-20, the farmers of the country enjoyed an 
income that increased steadilr from year to year. A sig
nificant political reflection 0 this economic circumstance 
was the disappearance -of the radical agrarian movements 
which had troubled the politics of the last years of the 
nineteenth century and Which rose into prommence again 
in the present decade when the farmer once more faced 
"hard times." Taxes increased during the first two decades 
of the twentieth century, but the farm income kept pace 
with the increase in taxes. In fact, during the three years 
1917, 1918 and 1919, the increase in the income far out
stripped that in farm taxes. 

Since 1920, the talehas been different. The farmer's income 
has been cut to less than ono-half of what he enjoyed during 



CHART 10: FARM INCOME AND FARM TAXES, UNITED STATES, 1909 TO 1925-26 
(National Jaduttri.1 Cou(erence Board) 
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the l'rosperous years of the war. His taxes, however, have 
contmued to increase. Tax payments which were hardly 
felt in 1919 became a crushing burden in 1922. It is this 
absence of correlation between farm income and farm taxes 
which constitutes the" farm tax problem." 

The data on incomes and taxes for all farms are shown in 
Table 40 and Chart 10 and for operator-awned farms in 
Table 41. The gross income1 of the farmers of the country 
increased from $5,647 millions in 1909 to $7,473 millions in 
1915. Costs of production also rose during this period, but 
the net income' and the net profits' showed a gratifying in
crease. Taxes, however, increased even more rapidly. 
Whereas 4.9% of the net farm income was absorbed by taxes 
in 1909, the proportion in 1915 was 6.4%. In 1909, farm 
taxes amounted to 11 % ofthe farmers' net profits, as against 
11.7% in 1915. In 1919, the gross farm income was nearly 
seventeen billion dollars, while the net farm income exceeded 
fourteen billions of dollars. Despite their very material in
crease during the intervening years, 1915 to 1919, the taxes 
paid by the farmers in 1919 represented only 4.4% oftheir net 
Income and only 7% of their net profit; that is, less than in 
1909. 

In the two crop years, 1920-21 and 1921-22, the situation 
was entirely different. The expenses of raising a large crop 
in 1920-21 that was marketed at extremely low prices left the 
farmers with a net income of only $6,269 millions, while their 
net profits amounted to only $138 millions. The $806 mil
lions in taxes paid in this year took nearly 13%of the net farm 
income. Agncultural production was reduced in 1921-22; 
and although the gross farm income in that year declined by 



TABLE 40: FARM TAXES AND FARM INCOME IN THE UNITED STATES, 1909 TO 1925-26 
(Source: National Indultrial ConFerence Board, "The Aariculrural Problem in the United Stale .. •• PP 56-57) 
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(Source: U. S. Dep.llrtmeDt of' Aaricahv.n -ero,. and Markee.," Vol III Supp. No. 7) . . 

191~0 1920-21 1921-12 1922--11 1923-34 191 .... 25 1925-26 

Groee Income .................................... 
Milliona MillioDl Milliona Million. Milliona MinioDl Milliou 
115.719 112,668 19.21' JI0.366 JII.288 JI2.OOl 112,415 

Net mtome beFore cleductioa oIta ................. 8,.21 '.9S1 3,879 •• 981 5,516 6,079 6,1l8 
N_ cub iacomaI bator. deductiOlll of tueII •••••••••• 5,5U 2,306 1,750 2.81' 3,156 3,751 3,71' 
T .............................................. !88 SU 582 617 626 6S5 6S5 

Pu ... , Ptr .... Pu ... , Ptr_ Ptr ... , Ptr .... Per .... 
T_ u proportion of 1"* in .................... 2.5 '.3 6.. 6.0 s.s 5.3 5.1 
Tna .. proportioa of net mcome .. abo ............ U 11.0 15.0 11.4 II.! 10.' 10.1 
To. ... DroPonioa 01 Mt caah income .. abo ........ 7.0 23.6 Sl.3 21.9 19.8 16.9 17.1 

1924-25 1925-26 --
MillioDl Million. 
J13.3U JI3,562 

7.'55 7,3as 

2,982 2,930 

891 890 

PerCClnt Per cent 

6.7 6.6 

12.0 12.1 

29.9 :ro., . 



DISTRIBUTION OF TAX BURDENS 109 

nearly three and onl~,.half billion dollars, the cutting down 
of the expenses of production held the decline of net income 
to about one billion dollars. A minimum of labor was put 
into production by the farmers and their families in 1921-22, 
so that the reduced allowance for this factor actually resulted 
in an increase of the net farm I?rofits over the preceding year. 
The S848 millions of taxes paId in this year by the farmers 
consumed 16.4% of the net farm income and 77.7% of the 
net farm profits. 

Since 1921-22, there has been an improvement in the 
farmer's economic position, as measured by his gross in
come, his net income and his net profits. At the same time, 
as indicated above, there has been a check to the increase of 
farm taxes. In 1924-25 and in 1925-26, taxes paid by the 
farmers represented 12% of their net farm income and about 
30% of their net profits. 

F.", TIIJ('s Imtl F.",Incoml in S,IICt,tl Stat,s 
The differences between states and districts in the relative 

burdens of farm taxes are great. In 1919, the United States 
Department of Agriculture made a survey of farm taxes and 
farm rents in thirty-one counties located in twenty-six states. 
It found that the proportion of farm taxes to farm rents 
varied from 5% in South Hampton' County, Virginia, to 
65% in Chester County, Pennsylvania.' In the North 
Central states, the proportion ranged from 11.7% to 38%; 
in the southern states, from 5.6% to 29.2%; and in thewestern 
states, from 9.8% to 37.8%. In 1924, as indicated in Table 
42, the proportion of taxes to gross income of farmers varied 
from 5.8% in the North Atlantic states to 10.1% in the 
East North Central states, and the proportion of taxes to 
net income varied from 12.1% in the South Central states 
to 18.3% in the western states. In 1925, farm taxes as a 
proportion of gross income ranged from 5.7% in the North 
Atlantic states to 9% in the East North Central states, and 
as a proportion of net income, from 11.6% in the North 
Atlantic states to 16..3% in the western states. 

The proportion of farm cash rentsoroffarm income absorbed 
by farm taxes over a period of years in nine states-Colorado, 

1 us. ~t oS AaricuI"", -"". otI_ y ..... 1924,,· Po 266. , 



TABLE 42: TAXES AND INCOME ON THE AVERAGE FARM, BY GEOGRAPHIC DIVISIONS, 1923 TO 1925 
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Unic.dStahli North Ad'ram Ea •• North WacNonh South Atluuc South Centnl W ....... Centnl Central 

1913 1914 19Z5 lin. 1911 192. 1913 lin. 1911 192. 1925 lin. IlnS lin. 1911 - --- ------ ---

-C; 

Million. MiUionl MiliioDi MinioDl Millioftl MillioRi MilliolUl MiliioDi MillioDl MilliolUl MillioDl MilIioRi Millioat Millioru Milliou 
Groll income •••••••••••• JZ,ztO 1l,.3. 12,551 12.856 JZ.88f JZ.m JZ.f8S JZ,961 1l,17t '1,689 11,642 11,876 '1.7tO 13,179 1l.118 
Net income bero.. deduc-

tion or taKa .•••••.•••• 1,115 1,252 l,32S 1,216 l.fOII 1,295 1,411 1,498 1,599 867 891 •• 14:5 998 1,388 1,665 
Net pro6u betor. delluOo 

tioaolta ............. 2fS W SSO !Of f6S .7! Sf! 407 651 !67 390 629 .5. .19 671 
T ........................ 190 m 191 167 1M 2!0 Ul 239 2% IU 119 U8 IU 1St 271 

P.,c... P.Cut PvCen. Per CeDI Per Cent Per Cent Pv Cen. Per Cent Per Cent Per Cent Per Cent hr CeDt Per Ceat Per Ceat Per Ceat 
Tf;HI U proportioa or If'OII 

1.5 73 7.5 $.I 5.7 10.1 9.0 1.1 7.8 U 7.2 U 7.0 8.0 7.J IDCII ....... , •••••••••••• 
Tn. u proCion of'Det 

iDCOme be deductioo 
mh ••............... 17.0 IU IU 1S.7 11.6 17.8 IS.I 16,0 IS .• IU 13 •• 12.1 12.2 la.s IU 

Tn. u Cponicm or nc .-'U . ON dcdHtiaa 
of '.a ................. ".6 .1.5 !6,0 Sf.9 lSJ ".6 .1.1 51.7 37.8 ».2 lOS 21.9 26.9 60.6 fO .• 



DISTRIBUTION OF TAX BURDENS 111 

Illinois, Indiana, Iowa, Michigan, Missouri, North Dakota, 
Ohio and Wisconsin-is shown in Table 43. The proportion 
of net farm rent absorbed by farm taxes in 1919 varied 
from 10.1% in Missouri to 40.2% in the Detroit section of 
Michigan. During 1921 and 1922, farm taxes were greater 
than the cash rents received for farms in northern Michigan, 
leaving a sizable deficit for that period. In other parts of 
the state and in parts of North Dakota, ovef 60% of the 
amounts of cash rent received was absorbed by farm taxes. 
As late as 1923, taxes took 88.4% of cash rents in Wells 
County, North Dakota. 

In those states where an estimate of farm income has been 
made-in Ohio, Indiana, Illinois, Iowa, Missouri and in 
Wisconsin-farm taxes in 1919 absorbed from 6% to 9% 
of the farmers' net income. During the next three years, 
the income of the farmers in these states decreased markedly 
while the taxes increased. From 40% to 85% of the net in
come received by the farmers in 1922 went to par taxes. 

As was noted above, in 1924 and 1925 the mcrease of 
farm taxes in many states was stopped. These years wit
nessed marked improvement in the farmer's economic 
position. As late as 1925, however, he was still paying from 
one-fifth to one-sixth of his net income in taxes. 

ReJ.tiOll of ,'" Property Ta 10 ,'" F_ Ta Burtk" 
Practically the only direct state and local tax paid by 

farmers is the property tax. Twelve states' tax petsonal 
income, but farmers do not have to report farm produce 
consumed on the farm and are taxed only on net ellS" in
come. In the great majority of cases fanners pay little or 
no income tax, since the personal exemption allowed exceeds 
their cash income. The circumstances of the property to. 
therefore, are a major factor of the farm tax problem. 

The ~t property taxes of the states, in so far as they 
are leVled on farm property, are proportional taxes. The 
tax c:ollected from the farmer is in proportion to the value 
of his land and his personal property. In a few states there 

l DeIa __ M ...... _~· • Miooouri, New Y .... Nordo c....u.. 
N ...... Dobn, 0kI0Mma, Soudo v ..... ud w .......... New Ham!>-
ohiN .... a tax ... ;-r.- m~_ ..... cmIy. See Natioul ..... ..mal e.-
ra- BoaroI, -:n. Fiocall'loblom ;. J.JIiIDo. U 1m, pp. 191,:103 •• 



TABL! 43: RATIO OF TAXES TO CASH RENT AND FARM INCOME IN SELECTED STATES 
(National Induttrial Conrerelu:e Board) 

Farm Tnee u Pert'ent ... or Cub Rl!Ot in Farm T •• u u PerceDtqe or Net Income and Net Pro6tt! ia 

Wi .. 
Indi- Miuourill 

.. D-Michipnl North D.kota' 1l1inoi.' Iowa' Ohiou ,inl' Yo, ana' (Dane Col .. Ind5- M;" Obio' City) radol IDa' IOUli' --De- E." Cen- Up. I:e~ N .. N .. N .. N .. N .. N .. N .. N .. N .. Thumb South Cen- W"' Traill Well. tin- In_ R .. In- In- I .. troit 

~ 
tnl .or ae' com. Profit turn. ..m. Profit ..m. Pro6t Profit com. -- ---- -- -- I-1910 .. .. .. .. .. .. .. .. .. .. .. .. .. .. 6.5 8.0 .. 5.8 7.6 7.6 9.7 .. .. 1911 .. .. .. .. .. .. .. .. .. .. .. .. .. .. 9.3 12.0 .. 6.6 9.1 8.8 11.8 .. .. 1912 .. .. .. .. .. .. .. .. .. .. .. .. .. 9.9 12.6 .. 7.2 10.0 10.4 14.0 .. .. 1913 .. .. .. .. .. .. .. .. .. .. .. .. .. 23.8 12.9 17.1 .. 7.7 10.3 11.7 16.6 .. 12.3 1914 .. .. .. .. .. .. .. .. .. .. .. .. .. 21.4 13.2 16.5 .. 8.9 12.1 11.7 15.6 13.9 1915 .. .. .. .. .. .. .. .. .. .. .. .. .. 26.9 14.0 17.3 .. 10.5 14.2 13.0 lB.! 13.8 .. 1916 .. .. .. .. .. .. .. .. .. .. .. .. .. 26.3 14.0 16.6 .. 12.6 16.9 15.6 23.7 .. 1917 .. .. .. .. .. .. .. .. .. .. .. .. .. 28.9 11.6 12.7 .. 8.0 9.1 12.6 15.1 1918 .. 

25:4 
.. .. .. .. .. .. 32.2 6.7 7.3 .. 4.2 4.6 6.7 8.1 8.5 6.7 1919 23 12.7 40.2 39.8 24.7 30.1 27.3 37.5 10.1 14.0 18.3 .. 31.1 6.4 7.5 .. 6.5 7.5 7.8 10.0 9.0 1920 .. 23.1 42.7 59.2 51.1 50.9 50.2 46.6 114.4 11.7 49.6 44.6 34.0 9.0 11.7 23.9 9.9 12.7 9.8 14.1 .. 1921 .. 39.1 69.4 63.3 59.9 83.6 53.7 62.7 120.3 19.2 65.2 55.6 71.6 37.8 17.1 21.6 41.5 23.9 60.1 26.7 33.9 30.5 .. 1922 .. 45.1 61.8 57.3 52.3 45.4 59.0 62.8 152.6 18.6 60.2 45.8 25.0 41.0 47.0 79.7 47.5 54.7 88.5 84.9 137.9 .. 

1923 38 65.6 65.9 75.3 52.0 76.1 75.4 132.5 '20.1 53.2 88.4 44.8 28.1 44.8 39.6 26.4 30.7 36.0 50.6 
} 16.2 

19.1 .. 
17.1 .. 

1924 .. 61.1 57.8 63.4 44.8 68.4 60.5 86.7 .. 14.1 17.7 19.5 .. 26.2 42.4 . . 29.9 40.0 34.2 46.5 22.5 1925' 33 .. 51.3 65.6 51.8 46.6 57.7 52.9 94.6 .. .. .. .. .. 20.8 29.4 .. 23.0 28.4 27.5 34.5 .. 
I Oat. from U. S. Departm.nt of AV,culture, p .... rei .... March 10 1927. 
• D ... from C. O. Brannon, "Taxea,. ReI.tio. to Earningl of Farm R.a1 Eo""'," in An .... of Amer_ Ac. of PoL Soc. Sc., CXVII, Po 41. 
• D ... from U. S. Oepartm.nt of Agriculture, Prell rei ...... 
• nata (rom C. O. Brannon, 0'. tit. 
• D ... from North Oako .. AlI"icul.ure College Experimental S .. tion, Bulletin 203 p. 15. 
t nata (rom U. S. Department of Agriculture, IITaxation of Farm Real Estate in lDdiana,u 1919, p. 9. 
'nata from Intentate Commerce Commiuion Docket 17,000, Ex,.,." 87. 
• Data &om U. S. Department of AJric:ulture, "'Agriculture Yeu Book, 1924.11 

• Data fram Intentate Commerce Cammiuion, 0,. til. 
• DatI from Intentlte Commerce Commiuion, op. til. 
U 0. .. from Ohio ¥culture Experim.n.al Sta.,on, Bimonthly Bulletin, Volume XX, No. 2, Po 85_ 
It DatI from Univel'llty of Witconain, Asriculture Experimental Station, Bulletin 393, p. 18 . 
• UPJleI' fillUft-four _them coun.,~; lower fiaure-...... ty-three north .... tero counti... Univeraity of Miaaouri, Aaricul.ure Experi

mental Station, uTuation of Fum. in Miaouri.n pp. ft 5. 



114 COST OF GOVERNMENT IN UNITED STATES 

products is set in a world market where the farmer must 
compete 'Yith the low-cost crops of the newly cultivated 
areas of Canada and South America. In the United States 
there has been an extensive settlement in regions of low
grade soils or in regions poorly supplied with transportation 
facilities. The returns from cultivation in these sections of 
the country can barely support the cultivator and his family, 
and yield little or no return on the investment. Economic 
inertia and sentiment continue to keep these areas under cul
tivation. The land thus continues to have a certain value, 
particularly in the assessor's eye, but its income is barely suffi
cient to cover the expenses of the cultivator. Moreover, 
agriculture is sensitive to the stimulus of high prices, and in
creases of the area under cultivation follow immediately after 
a prosperous crop year. It is a more difficult matter to re
duce the area under cultivation in periods of agricultural 
depression. Consequently, there are frequent periods of 
agricultural overproduction with accompanying low profits 
and only rarely periods of underproduction with correspond
ing high profits. Finally, the relative immobility of agricul
tural capital should be taken into consideration. There is, 
in general, a constant flow of industrial capital from low
profit into higher-profit enterprises. Until recent years, the 
only alternative investment known to the farmer was farm 
mortgages, which normally do not bear a particularly high 
rate of interest. Even though the return on the farmer's 
capital invested in land might be low, he hesitated to invest 
it otherwise. Any surplus over his living needs was" dug 
into the soil," regardless of the rate of return. 

This tendency of farm profits to remain at a low ratio as 
regards farm values was augmented during the first two 
decades of the present century by two additional factors. In 
the first place, during the greater part of this period the rate 
of interest on farm mortgages was declining. There was 
thus less and less of a tendency for this type of investment to 
draw any capital away from land. In the second place, the 
income of the average farmer increased steadily throughout 
this period, and particularly during the years of the World 
War. It is not surprising that after a long period of pros
perity the farmer came to believe that a regular increase of 
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his income was one of the immutable laws of nature. He 
capitalized the further increases which he anticipated and 
added them to the value of his property. By 1920, a con
siderable proportion of the assessed value of his property, on 
which his taxes were based, was speculative,1 and he was 

. paying taxes on a value which did not ·represent income re
ceived at the time or could not be justified by the income 
later. 

Because the ratio of farm income to property value is thus 
persistently below the ratio of return on other property and 
because the taxes paid by the farmer are based on his prop
erty value and not upon his income, he has to pay taxes 
which represent a larger proportion of his income, as com
pared with other economic groups. 

IncidmcI of Farm TaxIS 
In general, the farmer can not shift the taxes laid upon 

him. He is producing more than sufficient to supply the 
needs of the country. The surplus of his produce is marketed 
abroad, where it must compete with the produce from a 
number of countries where agricultural costs of production 
are lower than in the United States. Up to the present, 
this surplus has determined, for the more important crops, 
the price which the farmer received for his whole crop. 
Demand factors determine his price, and not supply factors 
over which he can exercise a degree of control The farmer 
can not add the amount of his tax to the price of his products, 
because the determination of this price is not in his hands. 

It is a~ed that the excess of farm taxes over the general 
tax level IS shifted through capitalization. That is to say, 
when a man buys a farm, he takes into consideration the 
proportion of his income that will be absorbed by taxes and 
makes an allowance for this in the price he is willing to pay. 
He thus starts out no more heavily burdened than individuals 
engaged in other business activities. A more accurate way of 

'It Ilu """" .timatod .... t ia 1920 .... ~ poupc buaa 01 fum Loacl 
nl_ ia dilhnat portO 01 ..... -tIT _tod ~.m ~~tiaa of 
anticipatodu...-oIfumi_, 1 ..... 55%; SOU ....... 0hi0,47.7%; Sou ....... 
Wioc:oNia 46.9'lI.; Eu...a Nebrub ODd Sou ... ~ 61.4%; N ...... Celt .... 
lUi ...... 51.8%;' -Sou ....... Mia ... 6l.J" See C. R. CIwa ....... Fora Laad 
I ........ ODd F ..... Laad V ....... " ia "-it. &-it &ott., Val. XIV, p. 683. 
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presenting the situation would be to say that each new tax 
increase, in excess of the rate of taxation on other economic 
groups, is iml)1ediately capitalized into a lower value of farm 
property. There are two alternative views of the increase in 
farm taxes. It may be considered as an addition to the 
annual payments the farmer is called upon to make out of 
his income, or it may be looked upon as a lump deduction 
from the value of his property at the time of levy, thus dis
counting any additional tax burden in future years. In the 
latter case he feels the effect of the increased levy when he 
seeks to sell his property. One way or the other, however, 
it is very definitely a burden upon the farmer. . 

Farm Tax Relief 
It should be realized, in the first place, that the crisis of 

the farm tax problem appears to be past. There has been a 
slow but persistent increase of gross and net farm income 
since 1922. Tax rates have continued to rise in most states; 
but, as farm values have declined since 1920, the assessments 
based upon these values have also been reduced. As a result, 
the amount of taxes which the farmers have had to pay since 
1920 has,not increased as rapidly as in earlier years. 

It can hot be denied, however, that in the past the farmers 
of the country have had a heavier tax burden to bear, in 
view of the circumstances of their occupation, than other 
economic groups. As long as the general property tax is the 
predominant element in the tax system of the United States, 
this condition must necessarily persist. 

The local governments are almost exclusively dependent 
for their revenue on the general property tax. For adminis
trative reasons, this situation is not likely to change in the 
near future. State governments, on the other hand, can 
develop other sources of revenue. The prerequisite in any 
program of farm tax relief, then, it is claimed, would be to 
shift some of the functions hitherto exercised by the local 
governments-such as education, road construction and 
maintenance, and social welfare-to the state governments. 
An alternative method would be to further develop systems 
of state aid or of the distribution of state-collected taxes 
among the localities, so as to relieve their revenue demands. 



DISTRIBUTION OF TAX BUlIDENS 117 

Were either of these programs put into effect the tax levies of 
the local governments could be cut down, provided the states 
did not raise the additional revenue from. the general prop
erty tax but from other sources, such as inheritance, income 
and business taxes. Finally, the heavy burden which general 
property taxation places upon the farmers could be some
what mitigated by such tax reforms as classification, which 
would derive a larger proportion of the revenue raised from 
classes of property other than farm realty, even though it 
gave legislative sanction to lower rates on intangibles and 
other non-farm property. . 

I t should be realized that effecting farm tax relief by any 
of these methods would shift a portion of the farmer's tax 
burden to other economic groups, particularly to business 
enterprise. Therefore, only to the extent that the farmer is 
consistently overtaxed should any such program of relief be 
entered upon. The farm tax problem resulting from stable 
taxes and unstable income must be approached from another 
angle-that of stabilization of farm mcome. It is an eco
nomic, not a fiscal, problem. 

CORPORATION TAX PAYMENTS 

As a legal entity, a corporation can own property, make 
profits and accumulate surpluses, and as such is subject to 
taxes. From the economist's point of view, however, a cor
poration is only a means to an end. It is an instrument 
utilized by individuals to make a profit through industrial 
or commercial processes. Individuals hold the title to the 
corporation and, hen~ indirectly its property and earnings 
belong to them. The taxes paid by the corporation represent, 
in whole or in part, deductions from the profit (or dividends, 
plus accumulation of surplus) which the holders of the title 
would otherwise receive from it. 

Because the great majority of corporations are business 
instruments, the taxes ther pay have the characteristics of 
business taxes. The most Important of these is that a con
siderable pro~tion of the taxes paid by corporate bodies is 
eventually shifted to the consumers of their products. Some 
of these taxes are definitely added to the prices, and gro&5 
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receipts are thereby increased by the amount of such taxes. 
To the extent that this shifting of taxes occurs, any relation
ship of total taxes paid to income or to profits is not a satis
factory measure of the ultimate burden of corporation taxes 
on the shareholders of the corporation. 

For a complete analysis of the burden of corporation taxes 
upon shareholders it would be necessary statistically to 
determine the conditions of the incidence of the corporation 
taxes. This problem will not be approached in the following 
pages. The figures for corporate tax payments, however, 
are valid for comparisons from year to year, and for limited 
comparisons as to the relative severity of the taxes as be
tween industries or between states. Such estimate of the 
distribution of corporation tax burdens among shareholders 
of various income classes as is made in this chapter is largely 
hypothetical. It is not offered as a statement of fact, but 
as an indication of what might obtain. 

Corporation Tax Paymmls by Types of Industry 
Table 44 shows the relation of the taxes paid by corpora

tions to their net profits' in 1922, 1923, and 1924. In 1924, 
the net profits (before deduction of taxes) of the corporations 
of the country were ~8,46S millions. In the same year the 
corporations paid ~2,SSI millions in taxes, or 30.1 % of their 
net profits. In 1923, the proportion of taxes to net profits 
was 27.8%. In 1921, a year of industrial depression, when 
gross income, and hence net profits, were exceptionally low, 
the proportion was 82.7%. 

The figures in Table 44, in general, indicate in a striking 
way the relative extent to which the tax burden may affect 
the consumer and the enterprise in corporate business as a 
whole. If all taxes were added to the prices of the goods and 
services provided, they would add about 2 centll to the aver
age dollar taken in by all corporations combined in 1924. 
If, on the other hand, they were paid wholly out of earnings, 
they would absorb over 30% of the net profits of the indus
tries as a whole. Precisely where they fall in practice, of 
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Public .me.. prof ........ --... 2,633,835 houIt, etC. ............................ 196,659 43,911 67,YT1 
Y_ "'alU.., u.._etC. ........... 9,441,666 1,508,447 322,305 447,354 
Cambin." prUlminant iDcI ... try ..... 

_tainable .......................... 455,376 22,~ 6,063 8,875 
lnactiv .............. ; •...•..•...•.•...... · 327 33 33 

Total ...•............................ . ~1I9,746,703 ",464,757 '1,592,705 '2,551,156 

Corpn ...... llcportin' Net lneam .. 
~11U"1UId re~raI indUlJria .....•.•••. '566,633 '78,280 .. '17,708 

• n'llUld quarry"" .....••.•••••.•..•.. 2,598,703 332,061 .. 94,324 
Man acturiftl .......................... 45,396,8(11 4,271,612 .. 834,011 
eon. ...... iooo •••••••••••••••••••••••••••• 1,787,363 146,167 .. 21,352 
Transportacioa IUId at"'" public urillt;' •.••. 9,124,622 1,950,467 .. 556,001 
Trodc .................................. 28,637,561 1,266,135 .. 252,926 
Public ...... ica, prof.ionaJ __ ... 

hotalt, .re. ............................ 2,050,886 249,578 .. 56,653 
Pine,,", bankiDl, innrance, ere. . .......... 7,038,305 1,667,271 .. 345,976 
Cambia....... predominant iDcIustry DOt 

....... insbi'. .•••••.••.....•••••••.•.•. 359,436 34,751 .. 6,768 
lnacti ..................................... .. .. .. .. 

T_I. ................................ $97 560,316 59 996,322 .. '2,185,719 

PcrCeotT~ PerCnatT ... Per Cart Total 
1OGn. La:i lID Net Praia Tau. to Net: 

.924 • 924 P ..... - ,~ F.,r.nJ, - - ka .. ... ... ... ... I9ZJ 19Z2 
LoaI LoaI LoaI LoaI 
T .... T .... T .... T .... 

2.34 3.33 69.06 98.32 44.20 85.73 
2.26 2.99 IIK.55 138.71 93.25 62.32 
.89 1.73 13.40 26.11 22.39 25.37 
.45 1.11 9.11 22.59 25.24 35.32 

4.39 5.98 23.54 32.10 32.98 37.31 
M .81 15.23 28.14 24.73 28.24 

1.67 2.56 22.33 34.26 35.22 39.89 
3.41 4.74 21.37 29.66 32.20 31.82 . 
1.33 1.95 27.02 39.55 27.36 30.98 

10.09 10.09 • • • • -1.33 2.13 18.82 30.14 27.75 30.75 

.. 3.13 .. 22.62 .. .. 

.. 3.63 .. 28.41 .. .. 

.. 1.14 .. 19.52 .. .. 

.. 1.19 .. 14.61 .. .. 

.. 6.09 .. 28.51 .. .. 

.. .88 .. 19.98 .. .. 

.. 2.76 .. 22.70 .. .. 

.. 4.91 .. 20.75 .. .. 

.. 1.88 .. 19.47 .. .. 

.. . . .. .. .. .. - -.. 2.24 .. 21.87 .. .. 
• DefiCIt. 
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course, can not be determined, for it depends upon the 
nature of the tax and upon the character of the industry and 
its competitive position. In 1924, taxes paid by corporations 
in agriculture and related industries would have been nearly 
sufficient to wipe out any surplus for dividends or capital 
extensions for the industry as a whole, while in mining and 
quarrying taxes exceeded net profits by over 38%.1 It is to 
be noted that for this group of industries, the ratio of taxes 
to net profits increased steadily from 1922 through 1924. 

Public Utility Corporation Ta;;es 
If the percentage of gross receipts going for taxes be taken 

as a measure of relative burdens, it is seen that for all 
corporations, as well as for those reporting net income, the 
transportation and public utilities and the finance, banking 
and insurance groups stand highest. In 1924, 5.98 cents of 
every dollar taken in by the railroad, telephone and tele
graph, electric light and power, gas and electric railway com
panies went for taxes, and 4.74 cents of every dollar spent for 
financial, banking and insurance services. It is significant 
also that taxes in the transportation and public utilities 
group were equivalent to a larger percentage (28.5%) of the 
net profits of corporations reporting net income than in any 
other group. 

As is indicated in Table 44, federal income and profits 
taxes form the smaller part of the taxes paid by corporations. 
and the proportion of state and local taxes in the total burden 
is especially large in the case of transportation and other 
public utilities. 

If it were possible to separate the railroads from other 
public utilities as reported in the" Statistics of Income," the 
indications are that the relative burden on the latter would 
appear still higher. This is suggested by the fact that. 
acc05ding to the data of the Interstate Commerce Com
mission, taxes of Class I railroads in 1924 were 5.49% of the 
gross receipts. Since this percentage is somewhat below the 
average shown in the Statistics of Income for transportation 

I In P ..... this lUsh ratio ~ ~ ~ _ profi .. in the.a:......m ind"";'" h .. ~ 
due to depRaive tendena .. 1ft th .. field. A more lignificaa. (actor 1ft prodUCID/I 
this high ratio is the depletioa allow"""" which these industries deduct in deta-
miuias their auble income. 



DISTRIBUTION OF TAX BURDENS 121 

and public utilities combined, it is evident that the percent
age for the latter group alone would behigher than the aver. 
age for both. . 

The following figures of the ratio of taxes to gross receipts 
of public utilities for 1922 afford a further indication of this 
fact and may be compared with the corporation data for the 
same year shown in Table 44. . . 

Per Cent 
Tun to Groll 

aeteiPti 
CI ... I rai!lOad..................... 5.17 
Central olectric Ii8ht and power .tatiOOl 6.88 

Commercial...................... 7.41 
Municipal........................ .75 

Electric railw."..................... 6.18 
Priv .............................. 6.28 
Municipal .nd ........ .. .. .. .. .. .. . 1.76 

Telephone companieo. • •• •• • •• ••• •• •• 7.13 
TeI ..... ph .yllClDl.... • .. .. .. ...... • • 4.5t 

Per Cent 
Tua to Net 

..... &u 
4t.89 
25.13 
26.85 
3.04 

53.12 
54.61 
10.03 
32.62 
22.41 

For gas plants no comprehensive figures are available since 
the Census of Manufactures of 1919. In that year the total 
taxes for these plants were 5.74% of the aggregate value of 
products, as compared with 3.34% for all manufacturing 
mdustries. In New York State, according to the Public Ser. 
vice Commission, taxes disbursed by gas companies were 
6.87% of the gross receipts in 1922. 

CorportUi01l Tals 6, SIMtS 
Table 4$ shows the proportion of the net income of cor. 

porations reporting from each state which was absorbed by 
their taxes in 1924. Federal taxes are at identical rates for 
all corporations. Therefore, although differing degrees of 
prosperity in the several states and regional divisions affect 
the relative amounts of gross income and hence of net profits 
reported, and consequently cause varying ratios of federal 
taxes to net profi ts, in the long run there can be no difference 
in the relative burdens of the federal corporations taxes be
tween states and regional divisions. State and local taxes on 
corporations, however, vary from state to state and, com-

o bined with differences in the relative prosperity of state 
P{Oups of industries, produce marked differences in the rel ... 
tlve tax burdens. 
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TABLE 45: NET PIlOFITS AND TAXES OF CoIlPOIlATIONS, 

1924 
(Scnm:.: U.med Srace. 8.ra. or lnamal Rft'eIlUlI) 

P ... eeat of Net 

N .. """'" 
_ODd F«IcnJ, ""' .. 

s.. ... of Dome.tic Local Tues 
State lUIei 0. ...... 

Corporatio .. ~) 
LoaIT_ 

.. Sta .. 0....... .. 
~) (Thoaoudo) 

.... I..,,) AUT ... 
T..., 

UaltedS ............... 58,419,614 ,1,586,536 fZ,.541,OO7 18.8 au 
Ne .. EDgIoad ••••••••• 530.765 139,957 210,048 Z6.4 19.' 

Maine ............. 38,355 9,522 13,460 24.8 35.1 
New Hampsbft ..... 8,643 2,318 3,433 26.8 39.7 
Vermont .........•. 8,261 1,949 3,075 23.6 37.2 
Massac:husens •..... 332,480 91,581 136,574 27.5 41.1 
Rhode Island ....... 25,296 9,681 15,546 38.3 61.5 
Connecticut ..•..... 117,730 24,906 37,%lJ 21.2 32.2 

Middle Alloalle ••.••.. 1,806,615 S3Z,600 1,026,209 1 ... 27" 
N ... york ...•...... 2,596,489 434,889 701,053 16.7 27.0 
N ... ].....,. ......... 315,347 43,707 76,804 13.9 24.4 
Pennsylyani •....... 894,779 154,004 248,352 17.2 27.8 

_ North Cealnll .... 2,002,316 347,102 i81,lZO 17.1 2!1.1 
Ohio ............... 436,856 86,185 141,423 19.7 32.4 
Indi ................ 104,247 21,950 36,016 21.1 34.5 
lUiaois ............. 776,737 136,173 224,563 17.5 28.9 
Michigan ........... 541,009 71,422 133,189 13.2 24.6 
WlICODSin •••••••••• 143,537 31,372 47,929 21.9 33.4 

Weot Nortli Cealnll •.. 551,294 1ZII.11O 190.139 zz.I aUi 
MimIeso ••••••••••• 136,736 38,002 52,m 27.8 38.6 
Iowa .............. 45,244 12,320 18,237 27.2 40.3 
Misoouri ........... 238,178 43,157 71,795 18.1 30.1 
North Dakota .••... 3,671 2,035 2,545 55.4 69.3 
Sooth Dakota ..••.. 3,097 1,761 2,185 56.9 70.6 
Nebraska .......... 24,132 6,470 9,591 26.1 39.7 
Kansas ............ 100,236 22,415 33,209 22.4 33.1 

8011" A .... IIe •••••••• 576,848 118,837 178,921 1'.7 al" 
Dda ................ 78,476 5,913 11,375 7.5 14.5 
Maryland .......... 100,194 21,987 32,619 21.9 32.6 
District oiColumbia. 58,270 10,955 17,129 18.8 29.4 
\rD1Pni •...•.••..•.. 80,922 19,481 29,852 24.1 36.9 
West \rD1Pnia ....••. 43,527 13,251 19,801 30.4 45.5 
Nonh Carolina .••.. 95,902 14,374 25,004 15.0 26.1 
Sooth Carolina ...... 10,993 7,176 8,837 65.3 8M 
~ ...•••...... 44,m 10,_ 16,829 23.8 37.6 
Florida ............ 63,821 10.054 17,479 15.& 27.4 
__ ee.tnII •.•. 1sz,ISS aG,4M 111,- ... aa.a 
~tuCky ...•.•.•.. 63,3n 8,459 16,514 13.3 26.1 
T_ .......... 45,485 10,289 16,596 22.6 36.5 
~ .. : ......... 34,438 6,206 10,533 18.0 30.6 
~ppo .•.•.••.. 8,860 5,510 7,007 62.2 79.1 

w .. _ .. ee.tnII •• , ZZ5.Z21 111.928 .I,en ZII.Z "A 
~ .•......... 16,067 3,423 5,475 21.3 34..1 
.",..;,;ana ••••.•.••. 52,096 15,193 21,918 29.2 42.1 
~ ..•••..•.. 14,192 9,180 13,906 64.7 9&.0 
T ............... ·.· 142,866 31,132 49,m 21.1 34.' 
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TABLE 45: NET PlI.OFITS AND TAXES OF COll.POllATIONS, 
1924-Continu,tI 

(SoufOll United S ..... lurau of IDtuaalllGftllue) 

Per Crnt of' Net: 
Net Pm6c. Federal, Prolita 

State and 
S, •• or Oom_ic Loc.ITuCII Stale and o....od 

Cuporationl (Tho .... do) Loc.ITu. _Stare 0... ...... 
(ThOu ...... ) (ThoLlus",t.) and Local AUT .... 

Tu .. 

M .................... ,111.'114 eaz,788 ,.1,"" a.a ,1.1 
Montan •..••.••••.. 5,319 3.443 4,487 64.7 8404 
Id.ho .............. 4,475 2,705 3,519 60.4 78.6 
Wyomina .......... 1,882 1,139 1,649 60.5 87.6 
COlor.do .•..•••••.. 69,778 14,558 22,396 20.9 32.1 
New Mexico ........ 781 1,012 1,335 129.6 170.9 
ArilOn ••.••••.•..•. 6,232 2,698 3,613 43.3 58.0 
Utah .............. 23,922 6.415 8.811 26.8 36.8 
Nevad ............. 4351 798 9114 I I 

hoille •..•...••.•..•. ,u,saa loc,7JO 113,ll51 22.. 1M 
W~.,... ........ 51,965 18,292 25,082 35.2 48.3 
~n ............ 1,904 9.064 12,608 .76.1 662.2 
California .......... 408.513 77.364 126.161 18.9 30.9 

• DefiCIt. 

As between regional groups of states, however, there is 
little difference. The highest proportion of state and local 
taxes to net profits in 1924-29.3%-was found in the 
Mountain states. The New England states showed a pro
portion of 26.4% and the West South Central states one of 
26.2%. The lowest proportion-16.6%-was in the Middle 
Atlantic states, while in the East North Central states the 
proportion was 17.3%. In Feral. the high ratio in the 
Mountain states can be explained by the peculiarities in the 
reporting of mining income' in those states, and the large 
deficits of New Englandtextile establishments in 1924 partly 
explain the hi~h ratio in that region. 

Among the Individual states, Delaware corporations paid 
7.5% of their net profits in taxes. This low proportion is 
explained by the large share of the state's revenue raised by 
charges on foreign corporations,' which lifts a corresponding 
tax burden from the domestic tax system. 

The opposite extreme was found in Nevada. At the end 
of the year the corporations of that state showed a deficit in

a Soo foocBote I, p. IZ 01 dUo ~ 
• Soo N.tiooaoIl""-iaI c.r. " ...... -'I1Ie y ............. ia ~-

1927, p.1l. 
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stead of a profit, even without making allowance for taxes. 
Consequently, the state and local taxes had the effect of in
creasing an already existing deficit. In New Mexico and 
Oregon, state and local taxes on corporations amounted to 
more than the net profits of the year, so that a deficit resulted. 

State and Local Corporate Taxes Distributed among Indi-
viduals 

The taXel! paid by corporations must ultimately be a 
charge on individuals. Taxes which are not shifted to the 
persons using the services or products of corporations, reduce 
the corporate surplus and are therefore eventually reflected 
in a reduction of corporate savings. The distribution among 
shareholders of the burden of such' part of the corporation 
taxes as are not shifted to consumers could be determmed if it 
were known how the shares of the taxed corporations are 
distributed; but this information is not available. The 
nearest substitute is the distribution of dividends among the 
various income classes. In individual cases, of course, the 
receipt of dividends is not an exact measure of the holdings 
of corporation shares, but if dividend receivers are taken in 
groups according to the total income received, the proportion 
of individual income derived /Tom corporate dividends for 
each income class gives a rough measure of the distribution 
of share holdings. 

As shown in Table 46, in 1924 individuals with incomes 
from $1,000 to $8,000 derived less than 10% of their income 
from dividends. Individuals with incomes between $8,000 
and $14,000 derived between 10% and 20% of their income 
from dividends. As the amount of personal income increases, 
it is noticeable that the proportion of income derived from 
dividends increases. In the case of incomes in excess of 
$5,000,000, the proportion in 1924 was 84.52%. Conse
quently, to whatever extent corporation taxes fall on 
shareholders, they represent a relatively heavier burden on 
the higher income classes than on the lower. 

Thus should it be discovered that the greater part of the 
corporation taxes are borne by the shareholders, the dis
tribution of such taxes among such shareholders would tend 
to offset somewhat the regressive character of the state and 
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TABLB 46: PERCBNTAGE or DIVIDENDS TO INCOME 
(SOUrcel VaI_ au .. BUrNa 01 N.tIoaal ....... ue. "'SqtUtia of lacome f'or 1m,,) 

Jacome, locludiq 
Diwidead. p" Ceot Scate and Local 111 .... 1 a.- T .... (Tho ....... , DiTideud, 

""ounnd.) ..I ....... 

Under $1.000 ............ $293.145 $26.714 9.11 
$1.000- 2.000 ............ 3,760.499 82,136 2.18 
2,000- 3.000 ............ 5,574.797 143,342 2.57 
3.000- 4.000 ............ 4.309.943 181.039 4.20 
4.000- 5.000 ............ . 2.955.m 199.812 6.76 
5.000- 6.000 ............ 912,742 59.234 6.49 
6.000- 7.000 ............ 743.544 61,517 8.27 
7.000- 8.000 ............ 607.243 58.857 9.69 
8.000- 9.000 ............ 494.808 57,108 11.54 
9.000- 10.000 ............ 439.251 55.389 12.61 

10.000- 11.000 ............ 363.432 57.138 15.72 
11.000- 12.000 ............ 327.004 55.023 16.83 
12,000- 13.000 ............ 286.594 53.275 18.59 
13.000- 14.000 ............ 258.688 SO.916 19.68 
14.000- 15.000 ............ 234.026 47.676 20.37 
15.000- 20.000 ............ 921.276 214.804 23.32 
20.000- 25.000 ............ 669.446 178.829 26.71 
25.000- 30,000 ..•...•.... . 509.165 148.893 29.24 
30.000- 40.000 ............ 718.244 231.773 32.27 
40.000- SO.OOO ............ 487.482 174.405 35.78 
50.000- 60,000 .•.....•... . 352.832 138,314 39.20 
60.000- 70.000 ............ 278.491 112.939 40.55 
70.000- SO.OOO ............ 209.222 84.568 40.42 
SO.OOO- 90.000 ............ 175.120 74.696 42.65 
90.000- 100.000 ............ 135.113 58.219 43.09 

100.000- ISO.000 ............ 410.635 181.732 44.26 
ISO.000- 200.000 ............ 209.054 91.665 43.85 
200.000- 250.000 ............ 137.527 57.490 41.SO 
2SO.000- 300.000 •••••••••••. 77.718 34.\88 43.99 
300.000- 400.000 •••.•••••••• 119.712 59.019 49.30 
400,000- 500,000 ........... . 71.714 33.022 46.05 
500.000- 7SO.000 ............ 129.151 61.727 47.79 
7SO.000-I.000.000 •••••••••••• 45.S07 22,716 49.59 

1,000,000-1,500,000 ..... ....... 49.408 16,663 33.73 
1.500.000-2,000,000 ............ 22,058 8.212 37.23 
2.000.000-3,000.000 •••••••.••.• 44.584 24,308 54.52 
3,OOO,OIJO-4.000,OOO •••••••••• ' •• 15.193 10.514 69.20 
4.000.000-5,000,000 •••••••••••• 17.073 11.080 64.90 
5,000,000 and 0_ ............ 37.815 31.962 84.52 

Total ...................... $27405528 $3 250,914 11.16 

local taxes paid direc:dy by individuals.1 The degree to which 
taxes are shifted from the original taxpayer to other agencies 
is, however, at present indeterminate ell:cept in the broadest 
outlines of theory. 

I See ...... Po 127 ODd Table 47. 

10 
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STATE AND LOCAL TAXES CHARGED TO PERSONAL AND TO 
INDIVIDUAL BUSINESS INCOMES 

Full data are not available on the state and local taxes 
paid by individuals in relation to their net income. An indi
vidual whose net income does not exceed the non-taxable 
limit is not required to file a federal income tax return unless 
his gross income exceeds $5,000. For the individuals report
ing, however, the data are available by states and by income 
classes, and the business taxes and business income may be 
separated from the totals. 

In general, it is discovered that state and local taxes bear 
little relation to tax paying ability as measured by income. 
There are wide variations between individuals and between 
classes. Such trend as is in evidence is regressive, rather than 
progressive. 

This lack of correlation between taxes charged and relative 
income results from the present organization of the system 
of state and local taxes. The property tax is the basis of this 
system. Twelve states had laws providing for personal in
come taxes in 1924/ but their income from this source was but 
a small fr;tction of their property tax revenue. In the upper 
income classes, property holdings have a general, but not a 
definite, relation to income received. In the lower income 
classes there is hardly any relation. The vagaries of the 
administration of the property tax further upset such rela.
tionship as might otherwise exist. 

Total TlJXes and Business TIJXIfS Related to Income 
The proportion that taxes paid by individual business 

enterprises were to the income from such enterprises in 1924 
was 0.2% lower than the proportion of the combined total 
of taxes paid by income tax paying individuals to the income 
of such individuals. This difference is the effect of several 
independent factors. On the one hand, taxes on residences 
and other classes of property which yield only psychic income, 
as well as personal taxes on income and polls which do not 
enter as a charge upon business even when imposed on busi-

1 Though Oregon •• Ia ... hu .ince been dedared unconaritutioDal, !he IUD poid 
aDder th., law ..... deducrible iD !he 1924 falcnJ income ... _ 
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ness income, are included in the total of state and local 
personal and business taxes. On the other hand, business 
Income includes income from professions and these are, 
except in the states providing for personal income taxes, 
subject to very light taxation, if to any at aU. 

This set of factors is balanced to within two-tenths of one 
per cent by another set which tends to increase business 
taxes. The business taxes are heavily weighted by special 
license charges and by severance taxes. Though property 
taxes apply uniformly to business and non-business property, 
many state legislatures have made special provision for 
assessment which makes it more difficult to avoid taxes on 
business rroperty than on property not used in the regular 
course 0 business. The relative weight of each of these 
factors is, however, not at present possible of statistical 
analysis. 

DismIJuJio" of Til.\' RIIIios "y 1",0_ Classes 
The proportion that combined personal taxes are to com

bined personal income in the various income classes appears 
in Table 47. Beginning with the income class between S3,OOO 
and U,OOO, the proportion that taxes are to income declines 
rather steadily as personal income increases,-that is, the 
greater an indIvidual's income. the smaller the proportion of 
his income withdrawn by state and local taxation. In the 
highest income classes the percentages fluctuate very widely, 
because of the small number of returns in each class. These 
returns must necessarily represent taxes paid in only a few 
states. The fluctuations in these classes are caused by the 
wide variations of tax' burdens and tax systems in different 
states rather than by variations in the distribution of income 
and property between classes. 

There is no such uniform trend in the proportion of business 
taxes to business income. In the lowest and highest income 
classes, the tax ratios are above the average. The income 
classes falling between S3,OOO and $50,000 in 1924 paid less 
than the average business taxes in proportion to business 
income. The exceptionally low proportion of business taxes 
to business income in these groups may be attribuml to the 
fact that professional income subject only to light, if any, 
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TABLE 47: RELATIVE BURDEN OF STATE AND LoCAL PER

SONAL AND BUSINESS TAXES ON INDIVIDUALS, BY 

INCOME CLASSES, 1924 

T."I 
Incomel 

(Thou
lanlh) 

(Soun:e: u. s. DUrelU of Intem" &enaue) 

I"""". 
andTaJ:a 

(Thou..... ) 
I.""",, 

Tuaand 
Connibu

riOIll 
(Tho~ 
land.) 

T .... 
State and 

Local 
P ....... 
and In
dividual 
Bulinal 
Tu .. 
(Thou..... ) 

. i 

• Capital net pin from ala of UIetI heW for mom th_ cwo yean u iac:ladecl iD DeC iaaae. bat a,iaI ad:'" (raID ale of _ held __ dwi two Jean aDd priDr ~ _ aN DOt dedacraI. 
IT .. latpr th ... iDc:ome. ....... 
taxes composes a large element of business income in these 
classes. 

The great variability of the ratios of business taxes to 
business income in the higher income brackets is caused by 
the small number of business enterprises reported in each of 
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these upper brackets. All income classes over $50,000 com
bined received less than 10% of the total business income. 
An exceptional profit or loss in any of the enterprises reported 
in the higher income brackets therefore materially affects 
the ratio for the entire bracket. 

The ratios of state and local taxes on individual business 
enterprises to the income from such enterprises, and of state 
and local personal taxes in general to personal income are 
shown graphically for the 1924 income classes in Chart 11. 
The cross-hatched rectangles indicate the tax burden on the 
combined personal income of the various income classes. The 
black rectangles indicate the tax burden on income from 
individual business. The proportion that the income of each 
class is to the total of income reported in the year is shown 
by the horizontal spread of each rectangle. The ratio of the 
taxes on the class to its income is shown by the height of the 
rectangle. The decline of the proportion of taxes to income 
as the amount of income increases is evident from the slope 
of the tops of the cross hatched rectangles after the $4,000 
class. The chart also shows clearly the low proportion of the 
taxes on income to the amount of such income from indi
vidual business for the income classes between $3,000 and 
$50,000. 

Cumulatioe Calculation of Relatioe Personal Qnd Business Tu 
Burdens 

Table 48 presents the proportions of combined personal 
taxes to combined personal income and of individual business 
taxes to individual business income in both ascending and 
descending cumulations.' As higher income brackets are 
added to the ascending cumulation, it is noticeable that both 
the proportion of combined taxes to combined income and 
the proportion of business taxes to business income decline. 
The proportion of business taxes to business income, however, 
reaches its average at a much low~r income level than the 
ratio of combined taxes to combined income, reflecting the 
greater concentration of business income, and hence business 
taxes, in lower income classes. 

I In lID ucendiog cumulation, higher brack ... ...,., i-ely odd<d II> lower, 
in • d ......... ins cumulation, lower bracke .. ..., ..-i_ely added II> higher bnckc ... 
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The descending cumulation of business income and busi
ness taxes reflects, of course, the same low proportion in the 
middle incomes which was shown in Table 47. The con
sistency with which the proportion of business taxes to busi
ness income for the higher incomes classes remains above the 
average despite the variability noted in Table 47, suggests 
that, on the whole, these classes bear a relatively heavier 
business tax burden than the average. Their relative burden 
in this respect, however, is not so great as that of the income 
classes under $4,000. 

Altogether, the state and local taxes paid on individual 
enterprises represent a greater burden on income classes 
under ~,OOO than on those above this level. Moreover, 
the more the income level chosen for comparison is below 
this figure, the greater is the disparity in relative tax burdens. 

In the case of combined personal income and combined 
personal taxes, it is found that the dividing level is at $750,-
000. Taxpayers who received less than $750,000 in income in 
1924 paid relatively heavier taxes than those who received 
more. One explanation of this situation is that taxpayers in 
the higher income brackets receive a larger proportion of their 
income from intangibles, and under the present state and 
local tax systems this type of property escapes a considerable 
part of its taxes. 

For the income classes under $4,000 and over $20,000, the 
state and local taxes paid· on business income represent a 
heavier burden than the taxes paid on J>l:rsonal income. The 
fact that the relative burden of bustness taxes should be 
lighter for the income classes from $4,000 to $20,000 is es
plained by the relatively large proportion of the business 
income of these classes which is composed of lightly taxed 
personal inoome. .. 

t. 
Total Qnd Business TOJr Burdens by Stoles 

The variability of tax burdens on individuals by states IS 

presented in Table 49. The average proportion of total tall: 
to total income is 3.93%; the average business tall: ratio 
is 3.73%.' Of the forty-:eight states and the District of 

I The a __ raboo iD Table 50 .... .01%'" than iD Table 48. heao_..m...w 
I .• DO .... iDc1uded iD die ....... of Table 48. 
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Columbia, only twelve states impose a business tax burden 
below the average, indicating that the average is heavily 
weighted by low burdens in the larger states. There is a 
more even spread in the range of combined tax burdens, and 
seventeen states and the District of Columbia show combined 
tax burdens below the average. 

The industrial states, on the whole, impose a light tax 
burden as measured by income. New York, Rhode Island, 
Ohio, Illinois, and Missouri impose a tax burden below the 
average both on business and on combined income. In addi
tion, Pennsylvania, Wisconsin and the District of Columbia 
impose a combined tax burden which is below the average. 
The less affluent states of the South have the highest tax 
burden, as measured by income, while the agricultural states 
of the Middle West have a tax burden somewhat above the 
average. 

There is a much greater variability of business tax burdens 
than of combined tax burdens. The former range from 1.79% 
to 11.1 % of business income. The latter range from 2.64% 
to 7.41% of combined income. Business taxes, like total 
taxes, are lightest in the industrial states, New York being 
lowest with 1.79%. The southern states have the heaviest 
business taxes, Mississippi withdrawing 11.1% of its busi
ness income by such taxes. The extraordinarily high business 
tax ratios in the South reflect the dependence of the southern 
governments on license taxes for a considerable share of their 
tax revenue. The states which levy income taxes, but 
exempt personal property from taxation, show very light tax 
charges against business income, because income taxes are 
charged only against total personal income, while personal 
property taxes may, in part, be charged to non-incorporated 
business. New York and.Delaware, for this reason, show a 
much smaller business tax burden than their total tax burden. 

THE FEDERAL INCOME TAX 

When the war created heavy demands on the treasuries of 
the leading governments throughout the world, it was neces
sary to extend the sources of public revenue. One of the most 
important developments in the tax policy in nearly all coun
tries was the growth in relative importance of income taxes. 
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"In Great Britain the percentage of revenue from income tax to 
total tax revenue has increased from 29% in the pre-war year to 47% 
in 1921-22; in India from 4% to 19% in the same period • • • 
In Japan the pre-war percenta~e was 10, and it is now 36. Only in 
the rarest of instances has the Income tax borne a less proportion of 
total tax revenue than in the pre-war period.'" 

Changes in the federal revenue system of the United States 
paralleled those of other countries. Between 1916 and 1920, 
the income tax collections increased from 17.2% to 71.7% of 
the total tax revenue of the Federal Government. A falling 
oft' of collections, as the result of the post-war depression, re
duced the proportion to 65.4% in 1921. During the next 
few years the tax revision program was more generous with 
the income tax than with other taxes, so that the proportion 
of income tax collections to total tax revenue declined to 58% 
in 1926. The income tax remains, however, of prime im
portance in the federal revenue system. 

Though it is probable that a share of the taxes on corpora.
tion income or on business income of individuals may not be 
shifted, most of the personal income taxes rest on the indi
viduals who pay them. Thus, in marked contrast to state 
and local tax s~tems in this country, federal taxation, as a 
result of the high income tax, adheres to the currently ac
cepted principle of .. ability" as a basis for taxation. This is 
particularly true of the personal income tax which provides 
for graduated rates. 

PW'so"alI "'0"" TUII 
Immediately after the Sixteenth Amendment to the Con

stitution was adopted in 1913, an income tax law was passed, 
providing surtax rates graduated from 1% to 6% on incomes 
In excess of $20,000, in addition to a normal tax of 1% on 
all net income in excess of the personal exemption for indi
viduals. The progressive surtaxes on incomes over S20,000 
were increased to a maximum of 13% in 1916. In 1917, the 
surtaxes were applied to incomes in excess of $5,000 and were 
graduated from 1% for the lowest class to 63% for incomes 
over $2,000.000. Under the 1918 revenue law, applicable to 

'0- FIadJq Shinu,. -no. sa.- oIl'11b1ic ~. NdIiIIaa c... 
1914, Po U7. 
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incomes received from 1918 to 1921 inclusive, the surtax 
rates were slightly increased, to a maximum of 65%, and the 
progression was made more rapid, income in excess of $1,000,- , 
000 being subject to the maximum rate. In addition, the 
normal tax rates were graduated for the first time, taxable in
come under $4,000 paying 6%, while 12% was charged 
against the remainder. 

The Revenue Act of 1921 initiated the program of tax 
reduction. Under its provisions, the surtaxes on income 
of 1922 and 1923 were reduced, particularly in the higher 
brackets. Net income over $6,000 was subject to surtax, 
and the maximum rate of 50% was applied to net income in 
excess of $200,000. The second reduction, which took effect 
in 1924, reduced the normal tax rates by distinguishing three 
classes, instead of two. The 1926 Revenue Act, which applies 
to all incomes for 1925 and 1926 made a further reduction in 
both normal and surtax rates. 

Distribution of Income Tax Payments by Income Classes 
The progressive feature of the federal income tax is strongly 

illustratc;d by Table SO, which shows the federal income taxes 
charged against 1924 income classes for collection in 1925. 
The average amount of tax per individual reporting in each 
income class increased steadily from $5.70 per person report
ing less than $1,000 net income to $3,686,735 for each indi
vidual reporting net income in excess of $5,000,000. A 
similar progression is indicated by the proportion of total 
income absorbed by the tax.! In general, the proportion de
creases very rapidly as the income brackets decrease.' There 
are irregularities in the income classes above $1,500,000 
because of the small number of individuals in each of these 
classes. The irregulari ties in the income classes below 
$10,000 are caused by the fact that varying \>roportions of 
the returns in these classes claim personal exemptions in 
excess of the net income reported. The income classes be-

I Tow income includ .. _empt inla'elt ODd contributions, af .... aIlowins fill' 
capiw Get k.m for 192"-

JID the income duo under $1,000, individuala required to pay fedenJ,ineame 
taUlI ~ only $13 millioaa. The tuable income duo UDder $1,000 mclodes 
wi .... • -... hUlbandJ cw.-! the fidJ benefit or the joiDt excmptioD of $2,500, 
ODd individuala filing • ",turD for • fractioD of. year. 
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tween $3,000 and $1,000,000, however, show an effective 
progression in the percentage of tax to total income. 

TABLE SO: FEDERAL INCOME TAXES CHARGED AGAINST 
1924 INCOME, BY INCOME CLASSES 

(SoIlf'CllI UaitM Sc .... Bureau or latam" a.... ...... Statiltict or Iacome for 192411
, 

NetTa 
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The percentage of tax to total income represents 1M ~«
IiI1l UJt rwIt; that is, the rate which must be applied to total 
actual income (as distinguished from taxable income) to 
yield the tax actually charged. The average effi:ctive in-
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come-tax rate in 1924 was 2.68%. The average tax rate 
provided by the Revenue Act of 1924, however, if applied to 
all income reported, after taking account of the 25% credit 
on earned income up to $10,000, the personal exemptions 
and the income reported by persons not subject to the federal 
income tax, would have been 5.05%. The statutory allow
ances thus effected a reduction of the nominal or statutory 
tax rate by 46.93%, reducing the effective tax by 2.37% of 
the total income. 

Provisions for Allowances and Personal Exemptions 
The allowances made by the federal income tax which 

cause the difference between the statutory and effective tax 
rates are as follows: 

1. Contributions, not exceeding 15% of the net income, 
without the benefit of this deduction. 

2. Tax-exempt interest. 
3. Prior year losses. 
4. Dividends, and interest on federal securities not wholly 

exempt, both of which are exempt from the normal tax rates. 
5. Capital net gains which may be returned for taxation 

at 12~% in lieu of both normal and surtax rates. 

The Revenue Act of 1924 permitted the deduction of $2,500 
from the net income of a husband and wife or of a head of a 
family, $1,000 from the net income of any other individual 
and, in addition, $400 for each dependent. The effect of 
these provisions has been taken account of in computing the 
statutory tax rates for Table 50. In the lower brackets, this. 
fiat exemption lowers the statutory rate significandy. The 
effect of the personal exemption declines in ,Proportion as the 
income increases, so that in the higher Income brackets, 
though the tax rates are higher, the reductions in rate effected 
by the personal exemption become smaller. 

The taxes saved as a result of the five factors enumerated 
above, increase in proportion to income as the amount of 
income returned increases. Individuals in the income classes 
receiving less than $13,000 in 1924, reduced their taxable in
come, on the average, less than one per cent by these allow
ances. Those in income classes receiving over )5100,000, on 
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the other hand, reduced their taxable income by more than 
ten per cent. The range of savings in proportion to income 
varied between 0.06% for the income class between $6,000 
and $7,000 and 20.52% for the income class between $3,000,-
000 and U,ooo,ooo. 
Tax-Exempt Securities 

Early in the post-war period, the problem of tax-exempt 
securi tIes loomed large as a fiscal issue, both in programs of 
borrowing and as a factor to be considered in determining the 
rates of the federal income tax. l It is an issue that has been 
badly clouded by partisan prejudice and which has suffered 
much from the deductive method of approach. 

There are two classes of tax-exempt securities-those whose 
interest is totally exempted from the surtaxes of the federal 
income tax as well as from the normal tax, and those whose 
interest is exempted from the normal rate of the income tax 
but is subject to its surtax. The former ~roup comprises all 
state and local bond issues (which by judicial interpretation 
of the Constitution of the United States are immune from 
federal taxation both in capital value and yield), the First 
Liberty Bond issue and the Federal Farm -Loan Bonds. At 
present, interest on the principal up to $5,000 of the other 
federal securities, except treasury notes, is exempted from 
surtaxes to each indiVIdual. Until July 2, 1926, there was 
an additional exemption from surtaxes on principal up to 
$50,000 of the 4% and 4~% Liberty Bonds. 

The amounts of such totally tax-exempt securities out
standing since 1912 are shown in Table 51. From U,341 
millions in 1912, the totallf. tax-exempt securities outstand
ing increased to $15,263 mIllions in 1926. The bulk of this 
increase resulted from the issuance of state and local securi
ties, which amounted to $11,171 millions in 1926 and rep
resented 73.3% of the total. It is believed that this type of 
security cannot be removed from the tax-exempt class with
out an amendment to the Constitution, a revision which 
was considered by Congress in 1922.' The Federal Farm 

's.e """"'- NeIIoa. ·Taxa ...... die ........ B __ • l\bcNiIIaa C_pe"J! 
~~~ . 

18, J. 11. .. 211 ud 232, 67010 C. 0,,",2nd Seooioa. 
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Loan Bonds outstanding increased from $29 millions in 1917 
to $1,786 millions in 1926, while the First Liberty Bonds, 
during the same period, decreased from $2,961 millions to 
$2,146 millions. The total of United States government 
bonds wholly exempt from taxation did not reach four billion 
dollars in any year. 

TABLE 51: WHOLLY TAX-EXEMPT SECURITIES OUTSTAND
ING OUTSIDE OF SINKING FUNDS AT CLOSE OF 

CALENDAR YEARS 1912 TO 1926 
(SOURe: United 5tatel Depa.rtmcnt of the T,.....ry) 

., 
Amount (ia MiRimu) 

Y .. , 
State mid 

Territorie. 
'edenl Farm Pint Total and InJUlar 

Local Po.-..ioDa Lo .. S,.um Liberty load. 

1912 $4,341 $3,342 $34 ,965 
1913 4,834 3,833 34 967 
1914 5,009 4,004 36 969 
1915 5,333 4,324 38 971 
1916 5,715 4,700 43 m 
1917 8,043 5,009 44 $29 2,961 
1918 7,655 5,203 45 100 2,307 
1919 8,213 5,648 47 225 2,293 
1920 8,736 6,158 56 228 2,294 
1921 

" 
9,831 7,110 72 355 2,294 

1922 10,895 7,717 liS 769 2,294 
1923 12,006 8,462 lI8 1,132 2,294 
1924 13,439 9,680 lI9 1,346 2,294 
1925 14,368 10,540 129 1,531 2,168 
1926 15263 11171 142 1786 2164 

TABLE 52: PARTIALLY EXEMPT FEDEIlAL SECURITIES AT 
CLOSE OF CALENDAR YEAlI.S.1917 TO 1926 

(Sourm: Uaitell Statet Departmeat.m. Treuary) 

You Amount CiD MiJJiou) y.., Amown: (in MillioH) 

1917 $4,155 1922 $20,189 
1918 18,514 1923 19,349 
1919 23,302 1924 18,418 
1920 21,451 1925 17,815 
1921 20894 1926 • 16659 

Table 52 shows the volume of federal securities, outstand
ing at the close of each fiscal year, which are fully exempt 
from the normal income tax but only to a limited extent, if at 
all, from the surtaxes. These securities increased from $4,155 
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millions in 1917 to $23,302 millions in 1919. Thereafter there 
was a continuous decline until 1926, when $16,659 millions 
remained in the hands of the public. 

Tax Exemption and Surtax Rates 
The higher the surtax rate which the individual would have 

to pay upon the yield of a taxable security, the greater is the 
value of the tax-exempt securities. A 3}{% Liberty Bond 
should have the same value to an individual with an annual 
net taxable income in excess of $100,000 in 1926 as a tax
able bond yielding 4~%; a 5% municipal bond should be 
equivalent to a taxable bond yielding 6%,% for individuals 
in the highest income brackets. In earlier years, when the 
surtax rates were higher, the differential value of a tax
exempt bond to an individual in the higher income classes 
was correspondingly greater. 

On the basis of such calculations, it has been argued, more 
frequently in the past than today, that the thirty-two billions 
of tax-exemft securities would gravitate entirely into the 
possession 0 the wealthy few who would, to that extent, 
escape their income tax payments. It has been held that this 
development would operate so as to nullify completely any 
but the mildest progression in income tax rates.' Two indf> 
pendent statistical analyses indicate that these fears were 
greatly exaggerated, although there is evidence that within 
limits this line of reasoning was sound. . 

Oumerslaip of Ta-bempt Suurilits,1916-1924 
The returns of 4,063 individuals who reported net incomes 

of $100,000 or over in 1916, were analyzed for the Senate for 
the ~od 1916 to 1924.1 During these years there was a 
conSiderable decline in the income reported by these indi
viduals. Only a small proportion of this shrinkage of incomes. 
however, was due to investments in tax-exempt securities. 
Other and more important circumstances were responsible 

• H"';~_ belon the Cammi.- GIl w ... uad Meuo, Put I. Ju.rr 16, II, 
uad 19, IIIU, -T .. Eampt Socuri ... • (H. J. Itos. 1m. 211. 231 uad 232). PI" 
21-23. 
··ln~tiGIl oi the a-.. oi I" ....... ~. ~ No. 27 ..... :r. 

UDitwl s .... s..... ... 69tIa COl. _ Fint ScooioD,. \926. 
. II 
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for this decline in the taxable income. Some of these factors, 
such as splitting up the income among members of the family, 
the creation of non-voluntary trusts, incorporation, and 
taking losses on investments at the close of the year in order 
to reduce the net income, were definitely intended to avoid 
income tax payment. These methods of avoiding taxes were 
rather common during this period of extraordinarily high 
surtaxes. Other factors in the decline of taxable income were 
the result of changing business conditions, such as the decline 
in interest rates, and the general business depression of 1920 
and 1921. In view of the wide annual fluctuations of some 
individual Incomes, it must also be remembered that a fair 
proportion of the individuals represented in the 4,063 returns 
showing net incomes of $100,000 or more in 1916, may have 
been reporting income accumulated over a period of years 
but not realized until 1916 or exceptionally high incomes 
realized for some special reason during that year. The 
latter situation was particularly common between 1916 and 
1919. 

An analysis of the distribution and trend of tax-exempt 
holdings.,indicates that, to a limited extent, tax-exempt hold
ings are associated with surtax rates. Table 53 presents the 
tax-exempt interest 'received between 1918 and 1924 by 
individuals who had incomes in excess of $100,000 in 1916. 
The ratio of tax-exempt interest received by these individuals 
to their total income increased steadily from 3.62% in 1918 
to 10.56% in 1924. This tendency was more marked in the 
higher income brackets. This increasing ratio was to be 
expected in view of the rapid issue of tax-exempt securi ties 
during this period. However, it should be noted that during 
the period of high surtaxes, the tax-exempt holdings of these 
high income classes increased more rapidly than the total 
of such bonds outstanding. There was clearly a concentra
tion of holdings in the higher income classes. Between 1918 
and 1919, the increase of tax-exempt interest reported by 
these classes was ten times as great as the increase of bonds 
outstanding; in 1920 the increase was three times as rapid. 
Data for the years 1921, 1922 and 1923 are lacking, but the 
same trend probably continued. In 1924, the surtax rates 
were reduced. So decided was the shift in tax-exempt hold-



TABLE 53: TAX-ExEMPT IIfTEIlEST RECEIVED 1918-1924, BY INCOME CLASSES OF 1916 

_a.. 

'IOO~200~ ••••••••• 
200,000- 300~ ••••••..• 
300,000- 400.000 ••••••••. 
400,000-~ ••••••••. 
500,000-1 ~ .•••••••• 
1~~AncI ............... 

Total ...,.;ved ••••.•••••• 
Securi.ico outltandin •.••. 

-. -.-No.rI, ran 2, u.ar.I ___ c--. a. s..o..l 

1911 1919 1920 

P.c.... F.c.... P. Car P ... c.... Per Ccat ., 
'-

., ........ - ., loaaa 
I- T .... T .... 0- T .... 0. .. 

I- t- 1918 - 1919 

~,793,516 2.65 512,091,683 .... 6 77.'19 ,13,829,725 6.74 14.37 
4,139,253 3.n 71173,316 6.35 70.88 8,593,699 11.04 21.49 
2,364,547 3.31 4,420,496 6.10 86.95 5,141.284 11.29 16.31 
1.562,939 4.15 2,590.534 7.20 65.75 3,387,691 14.24 3lJ.77 
4.129,559 4.69 6.547.175 7.62 58.54 8,061.716 11.53 23.\3 
6,011.297 4.78 10.239.784 8.67 70.34 12,336,200 16.76 20.47 

'25,001,111 3.62 542,962,988 6.18 71.84 '51,350,315 10.35 19.52 .. " .. . . 7.29 . . .. 6.37 

TABLE 54: TAX-EXEMPT SECUIllT1ES, 1924 AND 1925 
(Sooua. u.ar.I_ Dopa ..... ., ... T ....... ' 

(Aaoou .... MUtioaJI 

1m 

P ... c.... P .. c... 
r-

., I-
T .... 0-
t.- 1920 

'18,692,779 7.26 35.16 
12,241,034 11.68 42.44 
5,376,418 8.84 4.57 
4,394,083 14.22 29.71 

12,447,385 14.88 54.40 
16.078.604 13.62 3lJ.34 

~9,23lJ,303 10.56 34.82 .. .. 53.83 

ReporICId .". ladmdualtl Ouutmdina at CIoae or Year 
S-ridco 

1924 1925 
Pe~ ,~~~reue or(-,o.u... 1m 1925 

Per Ceot lacreue 
or(-)Decreue 

8 ..... local .nd territorico ..•.•...••••••. ,2,553 ,2,450 -4.03 ,9.680 '10.540 8.88 
Firm loin .,..tem . ..................... 440 472 7.27 1,346 1.531 13.74 
United 8ta ... (and _io .. ) .......... 737 702 -4.75 2,413 2,297 -4.81 

Total "boll, _pl .............. 53.73lJ 53,624 -2.84 '13.439 '14,368 6.91 
PlltiaU, _pI ................. 1,626 1.410 -13.28 18.418 17,815 -3.27 

Grind Tot .......................... '5,356 55034 -6.01 531857 532,183 1.02 

I With IICI income of '5~ or more. 
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ings in anticipation and as a result of this change that it 
offset the continuing concentration of holdings that may 
have occurred during 1921 and 1922, and the increase of tax
exempt interest reported by these high income classes be
tween 1920 and 1924 was less than the increase of the out
standing tax-exempt debt. 

Ownership oj Tax-Exempt Securities-General 
The thirty-two billion dollars of totally and partially tax

exempt securities represent the maximum holdings the in
terest on which may be claimed by individuals as free from 
income taxation. There are, however, other agencies in the 
market for tax-exempt securities. Corporations, which have 
been paying a 12~% or 13~% normal tax rate and no sur
taxes (since the war-profits taxes were repealed) are exempt 
from all income taxes on the yield of partially as well as 
wholly exempt securities. Such organizations as banks and 
insurance companies, and the large corporations which main
tain sinking funds or reserves invested in sound securities 
may be expected to own a large proportion of government 
bonds. In addition, certain trust funds and also charitable, 
benevolent, educational and other non-profit-making institu
tions which are not subject to income taxes, hold a consider
able proportion of government securities. Only part of the 
interest on the outstanding tax-exempt securities is, there
fore, reported on the personal income tax returns. 

Table 54 shows the several classes of tax-exempt securities 
held by individuals reporting net incomes of $5,000 or more, 
and the amounts outstanding in 1924 and 1925. Of the 
$13,439 millions of totally tax-exempt securities outstanding 
in 1924, $3,730 millions or ~7.8% were held by individuals 
with incomes of $5,000 or more. Though the proportion of 
tax-exempt securities held by individuals is too small to 
warrant the assumption that they are primarily instruments 
of income-tax avoidance, there is sufficient indication in 
Table 54 that the exemption granted for these securities haa 
entered as a factor in determining their ownership. The 
partially tax-exempt securities should be of more value to 
corporations than to individuals, because they accord total 
exemption from the normal rates only. Only 16.8% of these 
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securities are held by the individuals represented in Table 54, 
as against 27.8% of the wholly tax-exempt securities. 

A comparison of the changes between 1924 and 1925 
strengthens this conclusion. The income reported for 1925 
was subject to taxation at the rates provided by the 1926 
Revenue Act, which were considerably lower than the 1924 
rates, particularly for the higher income brackets. Though 
this tax reduction was not provided for by Congress until 
1926, it was generally anticipated and might be expected to be 
reflected in the decline of individual holdings of non-taxable 
bonds. While all partially and wholly tax-exempt securities 
outstanding increased by 1% between 1924 and 1925, the 
amount held by individuals declined by 6%. Wholly tax
exempt securities outstanding increased 6.9%, while indi
vidual holdings declined by 2.9%. State and local securities 
reported by individual income tax payers declined by 4% in 
the face of an increase of 8.9% in the outstandin~ securities. 
Federal Farm Loan Bonds in the hands of individuals in
creased by only half the proportion of the increase in these 
bonds outstanding. Only in the case of the 3 ~% Liberty 
Bonds was there no decline between 1924 and 1925 in the 
proportion ofindividual holdings. Finally, it should be noted 
that more than one-half of the non-taxable securities reported 
were held by individuals receiving less than $100,000 net 
annual income.l 

The burden of the statistical evidence compiled by the 
Internal Revenue Bureau is that, although tax-exempt in
vestments have been to some extent used to avoid the heavier 
federal surtaxes, such investments among individuals in the 
higher income brackets have not been nearly so great as 
anticipated. That the volume of investments In tax-exempt 

I Unf'ortuDately • further ... oIyoia '" iao>me ~ COD _ he mode. A_tIJ 
there ia mc:n canel: ..... ia ~ taz...Gem.J!ci 1tCUri._ aad the iDterat ~ 
&am III ... ill other ...... oldie iao>me _ We. F ... _pie. die ..... 01 
iIl_ reportocI IiGia F_ Uhefty IAoa IIondo ... die nl ... 01 ..ida baado .... 

~
iIb' he upocted ... he lH%- Actaollb io 1924, die ..... 01 iIl_ ... 

. reportocI far aU ~ ~ _ 3.M", oacI far _ ~ i. • • 
4%. . aU ia_ ..... 'ftII! dun.. die ~ ..... he __ while ...".;., 
hoIdi,.. ... reportocIonIy .. oldie 0J0d oldie,.... .... ~ ..... Doa 01 ia_ 
... oocuri., hoIdi,.o Iftilb. __ Ihot _ iacImcI .... Iud ~ 01 their IooId-
i,.. 10 twpOrODoao of ... they Iud oJn.iy n«i'ftll! their ia....... If ouch were 
die ..... die __ po ia_ n«i'ftll! '" iacImcI .... io 19'1S ohouId he lW~ 
or '- oldie haIcIi,.. 01 iacImcI .... at die 0J0d oll~ 1..-, it io lOomd ... 
die ..... _ 3.~'JI.. 
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securities on the part of the very wealthy is not very striking 
is confirmed by the Treasury Department's summary of 
public debt transactions which show a considerable number 
of 3 ~% Liberty Bonds of small denominations still out
standing. 

The available evidence seems to indicate that the con
centration of tax-exempt securities in the possession of high 
income tax payers has been greatly exaggerated in both the 
public and official mind. 



CHAPTER VI 
FISCAL ASPECTS OF EDUCATION 

THE schools, colleges, state universities and teacher
training institutions of the United States under public 
control absorb a greater proportion of governmental ex

penditures than any other single governmental activity. 
More than two billion dollars, or over 25% of all govern

. mental expenditures, went for the support of educational 
institutions durin~ the fiscal year ended in 1925. Two billion 
dollars annually IS a huge bill; and while it is generally 
recognized that the taxpayer's money could not be better 
invested, prudence and restraint are as desirable in this as in 
all other matters of public finance. It is likely that the law of 
diminishing returns applies to education, as well as to other 
public activities. Progress in education must continue. The 
future will, no doubt, see greater expenditures for schools 
than in the past; but educational progress must be regulated 
and controlled by a knowledge of the facts and an under
standing of the issues involved. 

ExPENDITUIlES FOil PuBLIC ScHOOLS 

In 1890,' the country's bill for grammar and high school 
education was $140.5. millions. Ten years later it was $215 
millions. In 1910, it rose to 1426 millions; a decade later it 
was $1,036 millions. In 1925, the most recent year for which 
full figures are available, $1,946 millions were spent on gram
mar and high schools. At present, expenditures for these 
schools undoubtedly exceed two billion dollars annually. 

During the two decades, 1890 to 1910, expenditures for 
public education increased twofold. In the fifteen-year 
perlod,1910 to 1925, the increase was 356.50/'0- What factors 
were responsible for this stupendous increase? 

I All cIa_ ia dUo ........ _ ......... ,..... 

14f 
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Effect oj Price Changes 
The figures just given are in dollars of current purchasing 

power; that is, dollars with a buying value measured by the 
price level of the year to which the data refer. Had the value 
·of the dollar remained stable during the period covered, the 
figures would indicate the "true" trend of school expendi
tures. It is a matter of common knowledge, however, that 
the dollar in education, as· in other matters, does not purchase 
the same quantity and quality of goods and services today as 
it did a decade or two ago. In order, therefore, to arrive at 
the "true" increase in school expenditures it is necessary to 
take in to acc;oun t the increase in the prices of all the factors 
which enter into school costs, including salaries. The extent 
of the difference between" true" and apparent costs is shown 
in Table 55 and Chart 12, in which appropriate price index 
numbers are applied to the various items of school cost, thus 
reducing all to the level of 1913 prices. 

The apparent twofold increase in school costs between 
1890 and 1910 is reduced to 137% when the costs are stated 
in dollars of constant value. The apparent increase of 
356.5% between 19lO and 1925 is similarly reduced to a 
"true" increase of 160.7%. It is significant that, whereas 
there was an apparent increase of 7l.1 % in school expendi
tures between 1915 and 1920, there was actually a decrease of 
12.5% in "true" school expenditures during this five-year 
period. 

During the war years, school expenditures, like all other 
state and local governmental functions not immediately con
nected with the war, were cut to the irreducible minimum. 
In this period, teachers' salaries lagged far behind the soaring 
cost of living, with the result that many members of the 
profession were drawn into other more lucrative activities. 
The construction of urgendy needed school buildings was 
postponed until part-time sessions became the rule rather 
than the exception in most of the larger cities. 

By 1920, there had developed a marked decrease in educa
tional efficiency that was evident to laymen as well as to 
educators. The heavy increase of school expenditures since 
1920 has represented, in large part, a regaining of the ground 
lost during the half-decade 1915 to 1920. 
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Effect of Increased Enrollment 
Table 56 shows some of the factors other than that of price 

changes which were responsible for the increase of school 
expenditures. The rapid growth of the country's population 
during the years under consideration has added to the num
ber of children who should and who do attend school. In 
1890, there were 18.5 million children of school age in the 
country. In 1910, the number was 24.2 millions,1 an increase 
of 30.7%. In 1925, the number rose to 29.7 millions, an 
increase of 22.5% over the 1910 figure. But whereas in 1890 
only 68.6% of the children of school age were enrolled in 
schools, in 1910 the percentage was 73.5, and in 1925 it was 
83.' The actual enrollment increased from 12.7 millions in 
1890 to 17.8 millions in 1910 and to 24.6 millions in 1925. 

In 1890, the average school term consisted of 134.7 school 
days. In 1910, it was 157.5 school days. In 1925, itwas 169.6 
school days. This lengthening of the school term has in
volved a corresponding increase in the salaries paid to teach
ers. It has also resulted in greater maintenance and general 
repair costs, as well as greater outlays for supplies. 

Moreover, whereas in 1890 only 64.1% of the children en
rolled actually attended school each day, improved atten
dance laws and better transportation facilities increased this 
proportion to 72.1% in 1910, and to 80.5% in 1925. This 
Increase of attendance, however, has not necessarily increased 
school cost in the same proportion. In fact, it involves a 
greater use of classroom with a corresponding lowering of 
unit costs. Nevertheless, in the long run, this improvement 
in the attendance ratio has carried with it a definite addition 
to school costs. 

It has been estimated that it costs about two and a half 
times as much to educate a high school student as a grammar 
school student.' Had the proportion of high school students 
to the total number of students enrolled remained constant 
during the period considered, this factor could be ignored. 

'Aaed S to 17,..... iacIuoi_ 
"Ill 1895, ............ .w..- ...... wililam _puIoary ed ........ Ia-. By 

19lO, ~ Rate hod 1Ndt ..... GIl ia....... Darias .... ,..... .... w.a ....... 
_ •• ~ nisi.., r. __ to ..... ,..... of .... _ of .... childrea"'-", 
..... Ia-. U. S. -.. of Ed_ ..... 1IialIIial Report, 1m, VoL I, p. S. 

"1 ..... 



152 COST OF GOVERNMENT IN UNITED STATES 

However, in 1890 only 1.6% of the total number of school 
children enrolled were attending high schooL In .1910, the 
proportion was 5.1% and in 1925 it was 15%. This f~ctor 
alone accounts for 4.7% of the increase in school costs be
tween 1890 and 1910, and for 14.2% of the increase between 
1910 and 1925. 

The total number of school days attended by all school 
pupils is the ultimate quantitative measure of the education 
that the schools are called upon to provide. In 1890, the 
number of school days attended by all pupils was 1,098.2 
millions. In 1910, it was 2,011.5 millions and in 1925,3,362.8 
millions. If each day attended by a high school student be 
reckoned as equivalent to two and a half times the grammar 
school student'sday-since this is the ratio of the relative costs 
of these two groups-the figures become respectively 1,124.6 
million days, 2,158.3 million days and 4,119.5 million days. 

Between 1890 and 1910, the increase in weighted school 
attendance was 91.9%. During the same period "true" 
school expenditures increased 137%. Between 1910 and 
1925, weighted school attendance increased 90.9%. The 
"true" expenditures during this period increased 160.7%. 

"True'> expenditures per child per school day attended, 
when the latter factor is weighted to take account of the 
changing proportion of high school enrollment, is the most 
accurate mathematical measure of variations in school costs. 
The "true" expenditure per child per school day attended 
in 1890 was $0.166. In 1910, it was $0.205, and in 1925, 
$0.281. The increase of school expenditures thus measured 
in relation to school needs has not been excessive. During 
the twenty years 1890 to 1910, the increase was 23.5% and 
between 1910 and 1925 it was 37.1%. The annual increase 
during the thirty-five year period under consideration was 
less than 2%. 

Faclors ;nllu Increase of School Costs 
Three sets of factors have united in the past to increase ex

pendi tures for school purposes. In the first place, changes in 
the price level affect the final price that must be paid for 
education, but they do not directly affect the quantity or 
quality of the education afforded. 
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In ,the ~econd place, in
creased enrollinen t, the 
lengtheningof the school term 
and the improved average of 
attendance necessitate in
creases in the quantity of edu
cation that must be supplied. 
The cost of education does 
not necessarily increase pro
portionally with the quantity 
supplied. The departmental 
subdivision of subject
teaching, which is possible in 
larger schools, is far more effi
cient and in the end cheaper 
than the general instruction 
offered in the one-teacher 
school. Until very recently, 
however, this concentration 
of school attendance occurred 
only in the larger cities; and 
the higher cost of all items, 
particularly the higher sala
ries that had to be paid to city 
teachers, moreor lessoff'set the 
economies from this source. 

Finally, there has been a 
definite improvement in the 
quality of education supplied, 
although this can not be meas
ured in quantitative terms. 
This better education neces
sarily costs more. The last 
few years have seen a marked 
raising of the standards of 
teacher training. To an in
creasingextent,college prepa
ration, as well. as normal 
school training, is required 
for all grades of teachers. 
Higher salaries must be paid 
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to those better equipped teachers. New courses and new 
curricula, particularly those of a vocational nature, are being 
added to the school schedule. Summer courses and evening 
classes are being constantly expanded. 

Consolidated Schools and Pupil Transportation 

One of the most notable improvements in the quality of 
education offered in rural schools in recent years has been 
accomplished through the consolidation of groups of small 
one-teacher schools into single school units. In the larger, 
consolidated school, a greater specialization of teachers is 
possible and better building and equipment facilities can be 
provided. There are now over fifteen thousand such schools 
in the coun try. . 

The one disadvantage of the consolidated school is the dis
tance which pupils from the outlying districts must travel to 
reach it. As a result, an essential part of the equipment of 
such schools is a fieet of motor busses to collect the children 
in the morning arid to return them to their homes in the after
noon. The cost of such transportation during recent years is 
indicated'in Table 57. 

TABLE 57: EXPENDITUIlES FOil SCHOOL TRANSPOIlTATION 

(Source: UDit:ed Sma Burau of Educ:atioa BuUet:io. UllS. No. 22) 

Humber of Lpea.ditare. for 
Perea .. : £.rim.ted 

y"", o(CuneItC E,apendic:ure -- Tnaaponacioa ExpeDdiauw fwAUStaea 

1917-18 .••..•. 35 $7,961,291 1.6 $1~,000 
1919-20 ....... 39 14,489,423 1.8 1 ,500,000 
1921-22 ...••.. 41 21,816,744 2.0 25,500,000 
19U-24 ....... 47 29,628,252 2.1 ac:::::OOO' 1924-25 ....... .. .. 2.2' 33 000' 

• Estim.ud on basis that espeuditwa for traIISpO<t&tioD ...,., of total curreat 
apenditwa in 47 ... ra reporting. 

• Estimaud on increue of proportion of c:unmt apenditUJa cIevoud ID trail&
portatiOD in prea:diog years. 

• Estimaud by appiyilljl .. timaud ratio of tranaportation apenditUJa ID 
c:unmt educational apendi ...... to tho total of curreat achool apenditw<l for tho 
school year 1924-25. 

When the transportation of pupils is included, consolidated 
schools often cost more than the integrated one-teacher 
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schools. Of course, the improved quality of rural education 
which they make possible more than offsets this increased 
cost. Many of the states have taken cognizance of this factor 
and are extending special state aid to consolidated school dis
tricts. In 1924, twenty-three statesl accorded aid to the local 
school districts to encourage the transportation of school 
children. 

Functional Distribution of Schoo/ Expenditures 
Table 58 shows the school expenditures from 1890 through 

1925, divided into capital outlays, payments for salaries and 
all other expenditures. During these years there has been a 
marked trend in the distribution of the total expenditures 
among these items. The proportion devoted to the salaries 
of teachers and administrators has decreased markedly. In 
1890, this item accounted for65.3%of all school expenditures. 
Ten years later it was 64%. In 1914, salaries represented 
59.6% of the total school expenditure. In 1920, this per
centage declined to 59.2%, while in 1925 only 51.5% of all 
school expenditures went for salaries. 

The proportion devoted to capital outlays varied irregu
larly from 1890 to 1920. Even before the war, there was 
a lack of adequate school accommodations. By the end 
of 1920, as a result of the almost total stoppage of construc
tion during the war, school accommodations had become 
decidedly insufficient. In part to make up this shortage of 
accommodation, in part to meet the increased enrollment of 
the ~ast few years and in part through a desire to improve 
existmg accommodations, there has been a burst of school 
construction since 1920. Total school expenditures increased 
rapidly during the five years after 1920, but the outlays for 
construction increased even more rapidly. In 1905, the pro
portion of school expenditures represented by outlays for 
construction was 19.3%, in 1920 it was 14.8% and in 1925 
it rose to 22.40/0-

1 Connoc:rian. DoIowue, Maiae, M...,w.!. Mossach ........ Michigm, Miaaeota, 
Mississippi. N .. H .... pohin, New J .... 1. New!'orIt, N_ CaraIi .... Qhio. PenD
avI .... i .. Rhode IsIaad, South CaraIiu, T ..... V_ .. VIJ'IIiai .. w __ 
West ViJvini .. WIXOIIIia 0IIIl w~ See Table W. Po liII of dUo ~_ 
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The steady decrease since 1890 of 
the proportion of school expendi tures 
devoted to salaries has been offset 
by a steady increase in the proportion 
of "other expenditures." In 1890, 
this item represented 16% of the 
total. In 1900, it was 19.5%; in 
1910,24%; in 1920,26%, and 26.1% 
in 1925. This increase is explained 
by the general tendencies of school 
activity during this period. The 
lengthening of the school term, noted 
above, involves greater expenditures 
for fuel and light, for janitors' wages, 
for repairs and for general main
tenance. Improved school buildings 
necessitate higher maintenance ex
penditures. The expansion of evening 
school, summer school, and auxiliary 
school activities has added to this 
item. Progress in vocational and 
technical education means more ex
pensive supplies. The item of grow
ing costs of transporting pupils must 
be taken into consideration. All these 
improvements in the quality and the 
quantity of education have combined 
to swell this category of school ex
penditures out of proportion to other 
elements • 

&pmJilur~s on Cily Schools 
In Chapter I it was indicated1 that 

the proportion of ci ty expendi tures 
devoted to education varies inversely 
with the size of the cities. In 1925, 
cities with populations in excess of 
500,000 utilized 27.7% of their total 
expenditures for school purposes, 

'See p. 21 ofrhio 001 ........ 
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while cities with populations between 30,000 and 50,000 spent 
37.2% of their total funds for education. However, the total 
of public expenditures in the larger cities is much greater 
per capita than the per capita public expenditures of smaller 
cities. The differences between the city groups in per capita 
public expenditures exceed the differences between them 
In proportions of total expenditure devoted to education. 
Conse9.uently the largest Cities have the highest per capita 
expenditure for education. The average per capita expendi
ture for cities over 500,000 was S21.68 in 1925. In cities 
between 30,000 and 50,000 it was SI7.88. 

Both the proportion of total expenditures devoted to edu
cation and the per capita expenditures for education vary 
widely in cities of the same size. In 1924, out of thirty-five 
cities with populations exceeding 100,000, Yonkers, New 
York, had a per capita school expenditure ofS33.14 as against 
SS.77 in Nashville, Tennessee. Out of fifty cities with popu
lations between 30,000 and 100,000, Mt. Vernon, New York, 
had the high per capita expenditure for schools of S34.69, and 
Charleston, South Carolina, the low per capita expenditure 
of SUl.1 

The calculation of the school expenditures of cities of vary
ingsizcon a per pupil basis indicates that the larger cities have 
the higher per pupil cost. The average of annual ClIrrent 
school expenses per pupil in thirty-five cities with populations 
exceedin~ 100,000 was SID4.82 in 1926. The average for 
sixty cities with populations between 30,000 and 100,000 
was S92.8S in the same year; for seventy cities between 
10,000 and 30,000 it was S8S.3S; for eighty-two cities with 
~pulations between· 2,500 and 10,000 the average was 
J7UO.' 

Finally, it should be noted that the functional distribution 
of expenditures for city schools bears a definite relation to 
the SlZC of the city. This is evidenced in Table 59, which 
shows the functional distribution of school expenditures in 
cities with populations exceeding lOO,OOO,in those with popu
lations between 30,000 and 100,000, and in those with popu
lations between 10,000 and 30,000. Despite the fact that a 

I U. S. __ 01 U-.... SoaIioticaI CiraoIor, No. .. 1925. 
• U. S. a-" 01 &1_ .... Statisticol a.a.Jar No. 7, M..m. 1927. 
12 
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greater development of part-time schools, of continuation 
schools, of night schools and of auxiliary agencies in general 
is to be found in the larger cities, and that their proportion of 
total expenditures devoted to these expenditures is greater 
than in the smaller cities, the proportion of total expendi
tures devoted to salaries of teachers and supervisors is also 
higher in the larger cities. The explanation of this phenome
non is the higher cost of living in the larger cities, which 
necessitates higher salary schedules than in the small cities. 
The savings in the larger cities occur in the factors of general 
control, in the centralized purchasing of supplies and particu
larly in the items of repair and maintenance. 

TABLE 59: FUNCTIONAL DISTRIBUTION OF CURRENT Ex

PENDITURES FOR CITY SCHOOLS, 1924 
CS--, IIiamW s. ...... Edaaaaa) 

aa.. c.,;., c.,;., ......... ......... 
E .... inuab -~ 10."" lo.cro - .... loo.oD .... JO,OOO 

Percent Percent Percent 
GeneraJ CODtroI ••••••••••••••••••••••••••• 2.8 3.1 4.0 
Salaries of SUpei visors and teachen . ......... 69.1 66.8 65.5 
Textbooks ODd supplies ••••••.•.•........•. 3.3 3.7 3.9 
Part-time contiDu.atioa schools ............. 0.8 0.6 0.3 
Night schools ODd UDiftlSitics .•..•.•.••.•.. 1.4 0.9 0.4 
Summer schools •••.••.......••••.....•.... 0.3 0.2 0.1 
Op=.tioo of pimt ODd repairs .............. 12.7 14.6 14.9 
Auxiliary ....,.. •..•••.••••.••.....•••••. 2.8 2.7 2.5 
Fmdchuges ............................. 1.4 1.7 1.9 
lDlaat •..•..••.•.••..................... 5.4 5.7 6..5 

Total canmt ~"::;;i .............. 100.0 100.0 100.0 
. of gross iturcs .. ........ 68.5 70.6 72.0 

CoMPARATIVE SUPPORT OF EDUCATION BY THE STATES 

The individual states and the regional groups of states 
differ widely in the educational obligations laid upon them, 
in their relative resources, in the support they accord to their 
school systems, and in the results they obtain from their 
school expenditures. These differences are analyzed in the 
following pages. 

ReI4l;tN! Abilily of the SltJles 10 Support EJuctJI;on 
The relative ability of a state to support education is 

determined by two factors-the number of children for whom 
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it is called upon to provide educational facilities and the 
economic resources upon which it can draw to provide such 
facilities. In Table 60 the two factors are combined by relat
ing the economic resources of each state at the opening of the 
present decade to the number of its children of school age 
(S to 17 years, inclusive). Two measures of economic re
sources are used-the average annual total income of each 
state from 1919 through 1921 and their annual average 
income during this period plus one-tenth of the wealth of 
each state as reported in 1922,l 

The New England, the Middle Atlantic and the Pacific 
states are well above the country's average in ability to sup
port education by either standard of measurement. Eight of 
the ten highest ranking states are found in these regional divi
sions,and all ofthesestatesrankin the upper half. Thesouth
ern states as a group are considerably below this average; 
the index number for the East South Central states is 41.4, 
when the average for the country is set at 100. The ten 
lowest ranking states are found in these groups; only Dela
ware and Maryland of this group of states rank with the 
upper half of the states. 

The two extremes in ability to support education are Cali
fornia and Mississirpi. The annual total income from 1919 
to 1921 per child 0 school age in the former was $S ,673; in 
the latter it was $848. When one-tenth of the 1922 wealth of 
these states is added, the figures become $7,887 and $1,217, 
respectively. On the income basis, California's ability to 
support education is 112.6% IIboWl the country's average and 
Mississippi's is 68.2% hlo.. On the basis of income plus 
wealth, California's ability to support education is 106.7% 
above the country's average and Mississippi's ability is 68% 
below. 

&laJiWl Support of EJu,4lio" IJ Sims 
As shown in Table 61, there has been a rapid increase in the 

average annual school expenditures per child of school age. 
In 1910, the country's average was $17.04; in 1918 it was 

1 A more c1etoikd discussion oIl11<R _ oI ..... me .bility to IIlI'POrt cd ... 
cano.. it ~ ill N.rional Ind .. lrial Coaf.reace IIoud. ~The FJOCal Problem ill 
Delawue,· 1927, pp. II3-U5, and N.rional Ed_no.. Asoociarioa, -The Abitity 
oS me S ...... to Support Ed_rioa, • R-.dl BuIIociD, VoL .... NGo. I and 2, 19l6.. 



Stata .nd 
Gooallphic 

Divt.&onl 

United St .......... 
New Eniliand ...... 

Maine .......... . 
Ne .. Hampohire .. 
Vermont ........ . 
M .... chuaettl .••. 
Rhode bland ..... 
COMeCticut •••.•. 

Middle Atlantic ..... 
N ... York ........ 
N ... ]eroey ...... 
Pennaylvania •.... 

Eot North Central .. 
Ohio ............. 
Indiana ......... . 
lIIino;. ........... 
M iobi,,,!,. . ....•. 
WLICOnIID ••••••• . 

W .. t N ... th Central. 
MinnOlOtl .•.... . 
Iowa ............ 
MillOuri ........ . 
North Dakota ..•• 
South Dakota •••• 

TABLE 60: RELATIVE ABILITY OF THE STATES TO SUPPORT EDUCATION 
(SOUrcel National Education Aaoc:i,tion, "Ability orth, Stat .. to Support Educatioo") 

Indo: of 
Index of Rank of 

Ability to Statu by 
AbilitY to Support Edu- Ability to A •• ,.p AVln •• Support Edu- Htion Me ... Support Edu-

A.lra .. Annual Aver ••• Toullncoml, cation Me ... ured by Aver- cation Me ... Annual Toul lncom., Children of . Total Income 1919-1921
1 

ured b, a,IAnnuII ured by 
Totlllnc:om •• 1919-19211 School M .. Per Child Plul He 0 Avera.1I Total Income. Averl,1 

1919-1921 Plul Il, 0 1920 of School We.lt~ 1922. Annual 1919-192~ Annual (ThoullOd.) Wealth, 1921 Ap Per hild Toni Income, Plu. HI 0 Toni Income. (ThoulUul.) .rS<hoo1 Ap 1919-1921. We.lth,I92}- 1919-1921. fl' Child ~r Child 0 per Child of 
o Scbool Aae School Ace S,booIAp 

.73,806,095 $105,108,251 27,651,283 $2,669 $3,801 100.0 100.0 .. 
6,446,521 8,887,954 1,708,036 3,774 5,204 141.4 136.9 .. 

505,402 706,056 180,434 2,801 3,913 104.9 102.9 20 
314,169 451,583 99,775 3,149 4,526 118.0 119.1 IS 
224,540 308,744 84,188 2,667 3,667 99.9 96.5 22 

3,699,901 4,997,984 875,109 4,228 5,711 1S8.4 ISO.2 3 
549,378 741,811 143,011 3,842 5,187 143.9 136.5 5 

1,153,131 1,681,776 325,519 3,542 5,166 132.7 135.9 10 

21.025,976 28,792,296 5,381,1S6 3,907 5,351 146.4 140.8 .. 
11,230,989 14,934,515 2,361,888 4,755 6,323 178.2 166.4 2 
2,813,431 3,992,850 767,979 3,663 5,199 137.2 136.8 7 
6,981,556 9,864,931 2,251,289 3,101 4,382 116.2 115.3 16 

16,271,400 23,1S3,700 5,163,643 3,1S1 4,484 118.1 118.0 
4,245,504 6,094,459 1,331,685 3,188 4,577 119.4 120.4 13 
1,772,039 2,655,011 712,772 2,486 3,725 93.1 98.0 24 
5,663,234 7,886,513 1,564,806 3,619 5,040 135.6 132.6 9 
2,829,970 3,970,456 871,856 3,246 4,554 121.6 119.8 II 
1,760,653 2,547,261 682,524 2,780 3,732 104.2 98.2 21 

7,821,377 12,423,264 3,256,384 2,402 3,815 90.0 100.4 .. 
1,624,161 2,478,952 61S,733 2,638 4,026 98.8 105.9 23 
1,431,942 2,483,110 597,914 2,395 4,153 89.7 109.3 28 
2,050,831 3,048,972 859,277 2,387 3,548 89.4 93.3 29 

325,222 571,999 198,799 1,636 2,877 61.3 75.7 37 
420,570 713,167 177,188 2,374 4,025 88.9 105.9 30 

RInk. of Statea 
by Abm'lto 
SuPPOrt d ..... 
earioD Me .... 

ured '1n Ave ... 
ace nual 

Totat Income, 
1919-1921

1 Phil H, 0 
Wealth. 1927 t' Child. 

bool .... 

.. .. 
24 
16 
29 
4 
9 

10 

3 
8 

17 

14 
28 
II 
IS 
26 

21 
20 
31 
34 
21 



1'1 ............... 834,901 1,366,909 344,436 2,424 3,969 90.8 104.4 1:1 23 

~ .••....... 1,133,749 1,760,155 4h3,1)37 2,449 3,801 91.8 100.0 26 25 

loath Atlantic •••••. 6,1151,2SS 8,798,375 4,151,858 1,458 2,119 54.6 55.7 

Ilobno ........... 162,829 225,406 52,535 3,fH9 4,291 116.1 112.9 17 18. 

~ ........ 1,108,291 1,507,364 361,297 3,1168 4,In 114.9 109.8 19 19 

Vi'llni~ .. ;.: ..... 1,1126,856 1,516,013 689,398 1,489 2,199 55.8 57.9 39 39 

Weal Vlrpnl •....• 796,571 1,264,363 433,832 1,836 2,914 68.8 76.7 34 33 

North CuoIi ..... 961,034 1,415,345 838,845 1,146 1,687 42.9 44.4 43 43 

South Cuolina ..• 546,053 786,537 569,916 958 1,380 35.9 36.3 47 47 = .......... 969,017 1,358,693 933,368 1,038 1,456 38.9 38.3 44 45 

.......... 480,604 724,654 T12P67 1,763 2,658 66.1 69.9 35 35 

i!uISoulh Central •. 3,1161,1167 4,360,105 2,770,682 1,105 1,574 41.4 41.4 

~tuck1 •. ····•· 926,281 1,284,520 702,391 1,319 1,829 49.4 48.1 41 41 

T..,_ ........ 869,341 1,292,166 707,933 1,228 1,825 46.0 48.0 42 42 

AlabAm •••.•••••• 763,989 1,064,194 769,256 993 1,383 37.2 36.4 46 46 

Miloiloippi .•••••• 501,456 719,225 591,102 848 1,217 31.8 32.0 48 48 

Weol South Centrol. 5,224,773 7,210,861 3,168,754 1,649 2,276 61.8 59.9 .. 
A ................... 564,827 824,788 563,659 1,002 1,4h3 37.5 38.5 45 44 

Loui.iana ....... . 817,869 1,159,555 557,553 1,467 2,080 55.0 54.7 40 40 

Okl.hom ••••••••. 1,115,906 1,515,258 636,340 1,754 2,381 65.7 62.6 36 38 

T ................ 2,726,171 3,711,260 1,411,202 1,932 2,630 72.4 69.2 33 36 

Mountain ......... . 2,245,757 3,466,367 882,756 2,544 3,927 95.3 103.3 .. .. 
Montan ••••••.••. 279,737 .502,056 137,344 2,037 3,655 76.3 96.2 31 30 

Id.ho ............ 299,992 453,386 121,560 2,468 3,730 92.5 98.1 25 27 

Wyominl· •.•..•. 152,882 250,506 47,068 3,229 5,322 121.0 140.0 12 7 

C01orado ......... 739,143 1,1162,084 231,833 3,188 4,581 119.4 120.5 14 13 
N ... Mnia> •••..• 172,880 258,063 107,990 1,601 2,390 60.0 62.9 38 37 

Arizona ......... . 267,471 398,901 86,941 3,076 4,588 115.2 120.7 18 12 
Utah ............ 268,486 422,034 134,601 1,995 3,135 74.7 82.5 32 32 

Nevada .......... 65,165 119,337 15,419 4,226 7,740 158.3 203.6 4 2 

P.dftc ............. 5,657,969 8,015,329 1,168,014 4,844 6,862 18\.5 180.5 '6 W .. hi .. _ •••••. 1,148,818 1,661,058 309,294 3,714 5,370 139.2 141.3 6 

O'nran •••••••••• 656,200 SJf8,146 179,601 3,654 5,558 136.9 146.2 8 5 
Cal, oml ••.•....• 3852951 5 56125 679119 5673 7887 212.6 207.5 I 1 



TABLE 61: RELATIVE STATE SUPPORT ACCORDED TO EDUCATION 
(SOIlI'C'l: Dill from United Statu Duma of Education, '·StatUti" or State School SYlteRtl" leri... C.lcul.tion. by National Indultrial Conference Bo,rd) 

Annual Educational Expenditu .... Index of Support Accorded to 
Rankin, of Statn by Support: 

Stu. Ind Gtolnlphic per Child of School ~ (5 to 17 VOl", Education (Averaeo for the 
lDc:lulive) Country_! ) Accorded to EducatiOD 

Divilionl 
1910 1918 1922 1925 1910 1918 1922 1925 1910 1918 1922 1925 ----------United Stat ............................ $17.04 $27.58 $55.22 $65.51 100.0 100.0 100.0 100.0 .. .. .. . . 

N ... EnsJand •..•.....•.•...•.••.•...•. 23.69 33.65 58.36 73.92 139.0 122.0 105.7 112.8 .. 
3S .. 

Maine ...•..•..........•.••..•..••... 17.04 24.75 45.14 52.47 100.0 89.7 81.7 80.1 30 33 33 
N ... Hampahire •.•.••.•..•.•...•.•... 17.79 31.69 48.41 58.S5 104.4 114.9 87.7 89.4 29 27 28 30 

. Vermont ...•.....•....•...•••.•..••. 20.55 29.75 48.85 50.98 120.6 107.9 88.5 77.8 24 29 27 34 
Mauachuaettl .....••....•.•.......•• 27.68 36.34 63.21 79.76 162.4 131.8 114.5 121.8 6 20 24 15 
Rhod. loland .•....•.••.•........•... 20.63 27.45 48.38 59.61 121.1 99.5 87.6 91.0 23 30 29 29 
Connecticut ..•....•.•.•.•.••...•••... 21.35 36.16 62.13 85.39 125.3 131.1 112.5 130.3 20 21 25 11 

Middl. Atlantic ........................ 23.77 33.78 63.90 91.04 139.5 122.5 115.7 139.0 .. .. 
is N ... york ........................... 25.09 33.48 75.28 108.90 147.2 121.4 136.3 166.2 12 24 3 

N ... ] .... y .......................... 27.33 40.92 79.07 103.39 16M 148.4 143.2 157.8 8 13 14 5 
Pennay1vania ........................ 21.14 31.71 46.80 68.24 124.1 115.0 84.8 104.2 21 26 31 22 

Eut North Central .••..........•...•.•. 21.59 35.97 74.31 78.59 126.7 130.4 134.6 120.0 .. '9 Ohio ................................ 23.71 40.51 84.20 73.55 139.1 146.9 152.5 112.3 16 16 21 
Indiana ........•...•.....••......... 21.71 38.68 87.68 82.09 127.4 140.2 158.8 125.3 19 18 7 14 
Illinoi •..•..•.......•.•.•.••••.....•. 24.15 33.13 64.08 76.26 141.7 120.1 116.0 116.4 14 25 23 18 
Michip~ •.•....•...•.•.•......•.•... 19.24 41.67 79.21 96.93 112.9 151.1 143.4 148.0 28 11 13 8 
WlICOnatn ..... , ...................... 15.57 25.18 57.91 65.47 91.4 91.3 104.9 99.9 31 32 26 24 , . 

Weat North Central .................... 19.10 37.04 72.41 74.91 112.1 134.3 131.1 114.3 .. .. .. 
MinntlOta ..•••. , ....•....•.....•.... 22.49 39.36 82.92 82.14 132.0 142.7 150.2 125.4 18 17 10 13 

Lti:;~:::::::::::::::::::::::::::: : 20.14 50.23 82.33 93.47 118.2 182.1 149.1 142.7 26 5 11 9 
13.45 25.43 47.70 57.82 78.9 92.2 86.4 88.3 32 31 30 31 

North Dakot ......................... 27.19 44.43 74.08 61.74 159.6 161.1 134.2 94.2 9 7 16 27 
South Dakot ......................... 22.59 34.78 85.84 n.22 132.6 126.1 155.5 117.9 17 22 8 17 N.bruka ••....•...•.•..•..•.•.....•. 20.77 40.87 87.72 74.26 121.9 141.2 158.9 113.4 22 14 6 19 
Kanau ......................••...... 19.54 34.51 73.47 78.05 114.7 125.1 133.0 119.1 27 23 17 16 



South A.lanbc •.••.••••...•.••••• ·••··• 7.11 11.87 26.95 35.60 42.1 43.0 48.1 .54.3 . . .. . . 
Dela.are ......................... ·, . 11.28 16.32 46.37 60.43 66.2 59.2 84.0 92.2 35 39 32 28 
Maryland ••.•......•.•..........••. 10.49 16.47 40.13 S4.88 61.6 59.7 727 83.1 36 38 37 32 
Di..,ic. of Columbia ...•••.......•.•. 37.30 42.n 71.09 107.60 218.9 1S4.9 128.7 164.2 2 8 21 4 
Virainj~. '.' : .••.•.•••.....•.••••..... 6.n 12.24 30.06 28.84 39.7 44.4 .54.4 44.0 42 40 40 42 
War VlllPnta . ....................... 11.S7 16.79 40.96 4959 67.9 60.9 74.2 75.7 34 37 36 35 
North C.rolina .. ..................... 4.40 8.26 25.31 39.20 25.8 29.9 45.8 59.8 48 46 42 40 
~th.Cuoijna ..•....••.••....••••... 5.n 1.96 16.31 25.82 33.6 32.5 29.5 39.4 45 44 45 43 
G""'1II' .....••......••.••••••••••.•. 5.32 1.12 14.08 17.53 31.2 29.4 25.5 26.8 46 47 49 48 

Florida ••.••.••.•...•• ··••••·•··••·• . 9.36 17.34 34.01 49.11 54.9 62.9 61.6 75.0 37 35 39 36 

Ea. Sourh CcDmJ ....•••.••••••..•••.. 5.81 9.37 18.29 21.82 34.1 34.0 33.1 33.3 .. . . . . 
Km.ucky .•.•...•..•••..•.•.•••••••. 7.98 11.81 19.93 24.12 46.8 42.8 36.1 36.8 40 41 44 44 
T ennel1lCC • •••••..••••••••••• ' .•.•.••. 6.32 11.05 21.01 23.60 37.1 40.1 38.0 36.0 43 42 43 45 
Alabama .....•.•..••••.••••......••• 4.25 7.98 16.19 17.48 24.9 28.9 29.3 26.7 49 48 46 49 
Miolitoippi ...•.•...•••.••.•••.••..... 4.46 6.55 15.84 22.80 26.2 23.7 28.7 34.8 47 49 47 46 

W ... South CcD ... aI .•••••••••••••••••••. 9.00 14.96 33.01 36.58 52.8 .54.2 59.8 55.8 47 Arkanau ..••...•..•.........•.•.•.•. 5.99 8.87 15.18 17.80 35.2 32.2 27.5 27.2 44 45 48 
Louiliana ........................... . 7.90 10.20 28.99 34.07 46.4 37.0 52.5 52.0 41 43 41 41 
Oklahnma ..•..•.....•.•.•••......... 12.99 19.42 45.S4 42.88 76.2 70.4 82.5 65.5 33 34 34 37 
T .................................. · 9.09 17.03 35.92 42.06 53.3 61.7 65.0 64.2 39 36 38 38 

Mountain ....... ...................... 24.21 46.97 76.21 75.83 142.1 170.3 138.0 115.8 .. 
Montanl ...... ...................... 31.40 88.93 92.03 66.50 184.3 322.4 166.7 101.5 5 I 4 23 
)daha ..••••....••..........•...•••.. 23.87 42.51 73.09 64.40 140.1 1S4.1 132.4 98.3 15 9 19 25 

Wyominl·.·.···.···················· 25.n 51.01 98.52 102.97 151.2 185.0 178.4 157.2 11 4 3 6 
Colorado ..•..•.•...•.....•.•.•.•.•.. 27.03 41.00 79.57 102.69 158.6 148.7 144.1 156.8 10 12 12 7 
New Mcsico .•..•.•.•.•.•••.•••.•.•.• 9.27 30.56 46.36 41.89 S4.4 110.8 84.0 63.9 38 28 33 39 
Arizona . ............................ 20.40 53.01 73.26 73.96 119.7 192.2 132.7 112.9 25 3 18 20 
U .. h .....•.•........................ 25.08 40.66 70.46 62.80 147.2 147.4 127.6 95.9 13 15 22 26 
Nevada •....••.•.•.•...••••.•.••.•.. 35.51 46.62 105.03 125.03 208.4 169.0 190.2 190.9 3 6 2 2 

PaciS •..•...••...•...•.....••.•.•••••. 34.51 48.84 109.67 126.03 202.5 In.1 198.6 192.4 .. '5 WuhinllOn .••.......•......•....... 40.66 41.96 91.32 84.75 238.6 152.1 165.4 129.4 I 10 12 
~n ...•..•.•..••...•.••..•....... 27.39 38.62 7257 86.67 160.7 140.0 13U 132.3 7 19 20 10 
Cahfornia ...................••...•.. 33.n 56.26 127.26 153.38 197.9 204.0 230.5 234.1 4 2 1 1 
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$27.58, in 1922, $55.22 and in 1925, $65.51. During this 
period the individual states have varied widely in their rela
tive school support, but in a general way the regional groups 
of states have maintained their respective relative positions. 
The Pacific states have consistently been the most liberal in 
their school expenditures. The Mountain states and the 
Middle Atlantic states have stood next in order, though the 
former have been rapidly slipping behind. The southern 
states, on the other hand, have consistently been far below 
the country's average. 

In recent years, California has had the highest expenditure 
per school child-$127.26 in 1922 and $153.38 in 1925. 
Nevada ranked second, having spent $125.03 per school child 
in 1925. New York, which had ranked fifteenth in 1922, had 
achieved third place by 1925, wi th an expendi ture per school 
child of $108.90. At the other end of the list were Alabama 
and Georgia, with expenditures per school child, respectively, 
of $17.48 and $17.53 in 1925. 

Relationship between Ability and Support 
A comparison of the rankings of the states in Tables 60 and 

61 shows 'that there is usually a close relationship between 
the ability of a state to support education and the support 
which it accords its schools. Eight of the twelve states with 
the greatest ability to support education are found among 
the twelve highest according to support accorded to educa
tion. Eleven of the twelve states ranking lowest according to 
ability to support education are found among the twelve 
lowest according to support accorded to education. In the 
middle groups, as might be expected, there is greater dis
persion of distribution. 

It is not likely that, in the past, the states have deliberately 
expanded their school systems to harmonize with their rela
tive economic resources. Rather, there has been more or less 
similar pressure to provide improved school systems in all 
states. In certain states such improvements could be carried 
out because the necessary funds were available or could be 
raised without difficulty. In others these projects have not 
been acted upon because of the lack of fiscal resources. It is 
to be noted, however, that both the high and the low groups 
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of states sl?end less on their school system than the relation 
of their ability to the country's average would warrant. 

RelatiDe Educational Accomplishment 
Relative ability to support education and relative school 

support are capable of more or less definite measurement, 
since there is a definite unit applicable to each-in the first 
case, dollars of income or of income plus wealth per child of 
school age, and in the second case, dollars of school expendi
ture per child of school age. There is no such definite unit of 
comparison for measuring educational accomplishment. The 
two indexes of relative educational accomplishment, devel
oped by Dr. Leonard Ayres and by Dr. Frank Phillips, re
spectively, are based on weighted averages of a series of inde
pendent factors.' The ranking of states by these two methods 
for selected years is given in Table 62. 

In 1925, of the twelve highest states according to educa
tional expenditures per school child, nine are found in the 
highest quartile in both the Ayres and the Phillips index. 
Of the twelve lowest states according to relative school ex
~diture, nine are found in the lowest quartile of the Ayres 
Index and eight in the lowest quartile of the Phillips index. 
Obviously, this agreement is too close to be attributed to 
chance. There is a clear relationship, though not an absolute 
one, between school expenditures and educational accom
plishments. 

SOURCES OF SCHOOL REVENUE 

An analysis of school revenues from 1890 through 1925 
shows in a general way that the totals of the revenue avail
able for school purposes have I?aralleled the figures for school 
expenditures. During the thirty-five year period covered, 
however, there have been marked changes in the composi
tion of this revenue, as may be seen from Table 63. 

Statt .nIl Loc.! Borrowilfrs for S,"001 Purpos~s 
No complete record was kept of state and local borrowings 

for school purposes until the present decade. Prior to 1920, 
I F ... cIiacussiooa aad ..... poriooaa of t"- two methodo _ Fnnt M. PhiIlipo, 

"Ed ..... tioDol R~ of s ..... b:r Two Netbod1,. Braoo .... ~ c....pu:r. 
Nil_ ....... ,9lS. 
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TABLE 62: EDUCATIONAL RANKING OF THE STATES 

Statal .Dd Geocraphic Di~ 

Educariooal Rankine or the Suu:. 
by the Ayra IndeJ[1 

£duc,rioo.1 Rankin. of the 
Sura by the PhilliPiIDdex' 

1890 ~ 1910 I~ 192 .. 1910 1918 1922 1m< 

New Enclarul 
Maine .•.•.•....••••••••.••. 23 26 30 n 31 28 31 2S 21 
New Hampahire ••••••••••••• 18 25 21 21 30 30 23 21 33 
Vermont ...•••••••••....... 22 19 2S 29 33 21 29 29 29 
Maaac:hueetta •••••••••••••• I 1 3 8 9 3 8 21 21 
Rhode Ialand •.••.•••.••.• _. • 5 9 U 20 9 21 31 26 
Coona:ticut ••••••••••••••••. 5 • 11 10 13 19 U 23 22 

Middle AtianUe 
New york .•••• , •••••••••. 0. 3 2 7 12 3 • 12 • 4 
New leney .••..•........... 7 8 5 • • 5 13 9 5 
PerauyIT..ua •••••••••••••.• 9 1. 15 20 18 25 22 U 20 

Eat North Ceotnl 
Ohio ••••••••. · •••••••••••••• 12 11 13 11 5 20 • 3 3 
Indiana ••••••••••••••••••.. 2. 15 I. 10 10 13 11 • 10 
JUinoi •••••••••••••••.•..••• I. 12 10 22 15 • 21 11 IS 

~=:::::::::::::::::: 15 11 18 9 • 1 5 5 1 
10 23 22 30 11 U I. 12 11 

West: Nonh Central 
Mioae.ota •••••••••.••• ,_ ... 25 20 20 18 11 I. 10 II 6 
Iowa •.•.••••••••••••••••••. 11 22 29 • 22 22 4 1 12 
MU'Ouri ••••••..••••.•.•. '0, n 29 31 31 32 31 2S 30 32 
Nonh Dakota ••••••••••••••• 33 21 26 1. 25 23 20 22 U 
South Dakota ••••.•••.•••••. 31 U 25 26 19 21 9 I. I. 
Nebruka ••••••••••••••••••• 30 I. 21 21 U 8 25 10 18 
K.a_ ..•....•.•...•...•... 20 30 23 25 21 18 11 IS 1J 

South Adutie 
Delaware ••••••••••••••••••. 26 32 J3 35 21 31 39 33 2S 

~:tr:.c':.::::.::: :::::::::: 11 18 32 U 26 U 35 3. 31 
31 U .a 39 41 .. 3 • 38 31 

W~Vi,..;oi •.•••••••••••••• 39 U 35 38 35 3S 38 31 3S 
Ncnm CarOlina •••••••.•••••• .. .s f1 .. .a .5 43 .1 .2 
South CaRlliaa •••••••••••••. .. .. .s .s .1 f3 .2 .a fS 

=::::.:::::::::::::::: .5 .3 .3 .3 .. fl 45 .1 .1 
2S 39 41 31 37 39 .. 39 39 

Eut Sc.th CeDaaI 
KeatuckJ' ••••••••••••••.••• U 35 39 .1 .2 .a .a .. 38 
T~ .................. .a .a .2 .a .3 .a .1 43 .J 
Alabama •••••••••••••..•••. .3 • 1 .. .5 .5 .2 .a .. .. 
M-.appi .................. 38 43 .. 41 .. .1 .. 43 .. 

W_ Souda Cc:atnI .s Arlr..-...•... ············ .1 .. .5 .. .s .. .1 .3 
Loudiana ••••••••••• •••••·•• 43 42 38 .2 39 36 31 .a .a 
Olr.lahoata •••••••••••••••••• 

3S 
38 U 33 U 32 33 )2 U 

Taa. ............. ·•· .. •··· 31 36 36 38 3J U J5 36 

MoomWa 
8 9 II IS 30 MontaDa .......... · ...... •• 6 I 29 12 

Idaho ......... ••• .... •••· .. 36 33 19 11 2S 11 If 19 23 
Wyoaa... ••••••••.•••••••••• 21 28 U 23 8 26 30 26 11 
CoIoI'ado ................... • 1 12 U 1 11 1 U I 
New Maic:o ................ 41 36 31 2S 36 38 j2 36 .1 
Arimaa •••••••••••.•••••••• U 31 11 3 12 29 IS 25 Z, 
u .............. ············· 27 W 8 1 23 10 I" 20 I" 
N ............ ··•·•·•··•·•· W • 4 IS 2 16 26 8 16 

Pad6c 
19 13 I S I I I W"'"-......... ········ 10 I 

~~: :.:::::::::::::::: 29 27 1. 19 14 15 3 If " 2 3 2 2 1 2 2 2 Z 

I Data ra.. ~ P. A)'Ia, ... Alllada N __ .... Stale ScIIooI S,..... .. 
• Data""" FraU M. PhiOi ....... Edac:acioDalltaa.lr. ... 01 Staeee.., Two M.w..-
• Data rn- Fnak M. ~ -I'd . , ...... oldie Sc--..19U. ... Table 1 • 
• I ..... T ... J. 



TABLE 63: SCHOOL REVENUES, 1890 TO 1925 """ ... , v_"" _ of Ed_ -_01 __ 5_" Serial 
(ho ......... , 

CIuoiW_ 1190 IIOS 1900 1905 1910 1915 1920 

FaIonI aid ........................ 
s9:1~~ '13:194 ,14:096 

$2,475 
P ...... _.fundo .................... $1,74 $1,801 $17,1l8O 26,487 
Ita .. tua """ appropriatioao ••••••••• 26,345 34,638 37,887 44,349 64,605 91,104 134,279 
County tua .................. , ..... } V1;nJ 118,915 149,48' 210,16S 312,222 456,957 { 103,618 
LocaItua ......................... 655,279 
Othor ......... __ ................ 11,881 1S,211 TJ,24(I 34,108 42,141 24,511 47,982 

Total curren. _ .................... ,143,195 $176,565 $219,766 $301,819 $433,(l64 $589,652 $970,120 
1IoadI •••••••••••••••••••••••••••••. .. .. .. .. .. .. 167,346 

Groll reven ........................ .. .. .. .. .. .. $1 137466 

Fedetal aid ......................... .. .. •• 4.1 .. .. .. .3 
Permanent fundi . ...........•••.•... '5.4 4.4 4.4 3.3 2.9 2.7 
Ita .. tua """ appropriatio ........... 11.4 19.6 17.2 14.7 14.9 15.4 13.9 
County ea_ •••••••••••••••••••••••• } 67.9 67.'4 6S.Ci 69.6 72.1 77.5 { 10.7 
Local rasa .................. ....... 67.5 
Om. current JW1'enue •••••••••••••••• 8.3 8.6 10.6 11.3 9.7 4.2 4.9 

ToeaJ carr ... , revenue .••••••••••••• 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Per cen. tha, honda .... of_revenue .• .. .. .. .. .. .. 14.7 

1921 1924 1925 

$2,891 $3,98E $4,692 
TJ,767 24,666 24,096 

210,708 TJ7,660 240,115 
138,647 149,498 168,133 
967,654 1,073,608 1,175,450 
100,545 129,020 92,681 

$1,444,242 $1,618,438 $1,705,167 
277,109 305,315 306,375 

$1721,351 $1 9TJ 753 $2011 542 

.2 .2 .3 
1.6 1.5 1.4 

14.6 14;7 14.1 
9.6 9.2 9.9 

67.0 66.4 68.9 
7.0 8.0 5.4 

100.0 100.0 100.0 
16.1 15.9 15.2 
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however, only an inconsiderable proportion of school funds 
was raised through loans. The construction of schools was 
considered, and rightly so, a capital expense of a continuing 
nature, which should be met out of taxation. 

By the end of the war period, there was a wide-spread 
dearth of school buildings. It was urgent that construction 
on a large scale should be undertaken at once. The neces
sary funds could not be raised immediately without creating 
an excessive tax burden. Hence school districts, towns, 
cities and even counties borrowed extensively to finance the 
construction of much needed school buildings. The $167 
millions so raised in 1920 represented 14.7% of the total 
school funds of that' year. In 1922, the proportion of total 
funds raised by borrowing was 16.1 %. In 1925, it was 15.2%. 

State and Local Taxes for School Purposes 
From 1890 through 1910, state and local taxes comprised 

about 85% of the total of current revenue available for school 
purposes. Since 1915, the proportion has been over 90%; in 
1925 it was 92%. 

During the thirty-five year period covered, although the 
state governments increased their appropriations for school 
purposes every year, the proportion of their contribution to 
the total of current revenue tended to decline in view of the 
more rapid expansion of local school revenues. In 1895, the 
school revenues of the state were 29.1% as large as those of 
the local governments. In 1920, the ratio was only 17.8%. 

During the last few years, however, this trend has been 
reversed. Educators have pointed to the wide disparity in 
the relative resources of local districts. Within the borders 
of a state, even within the limits of a single county, there are 
to be found districts which, with all the good will in the world, 
are financially unable to supply even the barest minimum of 
education to their children, whereas there are other more 
fortunate districts, which can build and maintain the most 
up-to-date schools and hardly feel the resulting tax burden. 
It has come to be realized that the providing of adequate 
educational opportunities is a general social function as well 
as a local obligation, An increasing number of states are 
making provision for state school funds to be distributed 
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among the counties and districts so as to equalize educational 
opportunities. This project of equalization is new,' but only 
in recent years has it gained much headway. 

The older principle of state school aid was based upon the 
encouragement of the local districts to make adequate school 
provision. The distribution of state funds by this principle 
had the effect of according the greatest aid to those districts 
which needed it least, and withholding it from the poorer dis
tricts. It was argued that a very small contribution by the 
state would serve as an encouragement to the local districts; 
hence there was no need for the state to raise any large pro
portion of the total school fund. This attitude explains, in 
part, the relative increase of local school revenues as against 
state school funds until 1920. This argument does not apply 
to the principle of ~ualization. If the state plans actually 
to make up the defiCiencies of the poorer counties or school 
districts, it must face the necessity of making a substantial 
contribution. The extreme position is that of Delaware, 
where the state has assumed the entire responsibility for the 
current expenditures of the school system, and even antici
pates the assumption of the burden of school construction.-

The systems of state school support at present in operation 
are shown in Table 64. It will be noted that all but three 
states-Arkansas, Iowa and South Dakota-provide for a 
state equalization grant. The next most popular basis, par
ticularly in the western groups of states, is that of enumer~ 
tion-that is, distribution of state aid according to the num
ber of school children. However, this method of distributing 
state aid is viewed wi~ growing disfavor, and is being dis
carded. Several regional trends in systems of state aid are 
noticeable. The New England and Middle Atlantic states, 
for example, include grants for tuition of non-resident stu
dents and grants to supplement the salaries of supervisory 
officers with equalization and other bases. The West North 
Central states combine grants to consolidated schools "and 
grants to high schools with their other grants. 

• Soo E. P. Cubl>crly. -Schaal F\mds oad their AppanioBmeDt,· New Tort 
T .. chen CoIIeae. CoIumbi. Uai .... tr. 1905" ud Rabat D.1IaIchria, "Fiaaa<:ioc 
Run! Ed_oioa.· Run! Scria 1'1-. 1927. 

• Soo N.rioullad....w Ods !loud, "11Ie ........ PtobIma ill ~. 
1927. P. 12i. 
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TABLE 64: SYSTEMS OF STATE SCHOOL AID 
(Source: Robert D. BaldwiD, "YllWICiq Rural Educatioa.'"19Z7, p. 38) 

I g 11 I:' -; e • g 
c ~ ~ 

1 -i J • • a 11 ... ~ 

·1 ~ .. ~ .. •• 
State. and 

c :( E .. .. c 

i ~ .. =< j c '< ~ ·8 • 
Geographic c ~ c .~ '" .. 

'I 
.• ~ = = 

c 1 '5 ] ." ~ c ~ • J Di.mo ... 
!l Q 's 11 11 ~ ·8 :z: 0 i .• 
j • • t! I .. .. !l " ~ c 'c .11 !1 l5 • • ~ .. • e ... ... .. 'iI .. ~ ~ " c -8 • ~ 

~ j = ~ = t .l: = .,. d i! ~ ; c 

~ .: 
e d = .. .. 

~ ~ 
... :z: .. I~ ~ - -

New Eqlud 
Marne ••.••••••••••. ". X X X .. X X X X X X X 
New HampahiR .. "" •.. .. X X X X X X VenDOnt •• ' ••••••• ; •••• .. X X X X X X X 
)f~~ ••..••••.. X X X X X X 
Rhode laIand •••••...••• 

X 
X X X X X X X X 

MSdi:A:i:~""" ..... .. X X .. X X X 

NewYork ••••.•.••••••. X X .. X X X X X X X X 
New Jer.ey .......•....• X X 

X 
X X X X X 

PeDD.,I: .. ania ••••••••••. X X .. X 
Eat: Noah Ccotral 

0IU0 ................... X X X X 
Indiana •• , ••••.••...••• X X X .. X 
JIIiDOi. ••••••••••.•••.•• X X X 

~=:::::::::::::: X X X X X X X X X .. X X X X X X 
Weal North Ccornl ..•.... 

MiDD.:Jta •••••••••••• o. X .. X X X X X X 
1_ ................... X X .. 

X 
X 

M~ri ....••....••... X X X X X .. X X 
Nonh [hkou. .••••..... X X X X X 
Soudo /hlooa .. , ........ X X X X 
Nebratka •••.•• : •••••... X X X X X 

X Sou~tb,;~············ X • X X X 

I>daware .••••• _, ••••• o. X X X 
MaryIaDd ••..••••••••.. X X X X X X X X 
VirpDia ...•••••.••.•.•. X X X X X .. X 
West VirPti •..••••••••. X X X X X X 

X X 
Nonb Caroliaa ••...•.•• .. .. .. X X X X X South CaroliDa ••••••.••• .. X X X X X ..... t .... · .... · ...... X .. X X X 

EutFiori s.:d; ~ ........ X X 

.f:tu;:~: ::: :::::::::: X X X X X X X Alabama •••••••••.•.••• X X X 

W!"C'J:"~""'" . X X X 

Ark .................... X 
LouUiaaa ••••••••••.•.. X X 
OkJahoa1a •••..••••••••• X X X X X 
Tau ..•..•.•.•........ X X X X X X 

Moun .... 
MoataDa ••••••••••••••• X X X X X X 
Idaho .................. X X X X X X 
Wyoaaiac •••••••••••••• X .. X X X X X 
CoIondo ............... X X X 
N_ Me:Pc:o ••••.••••••• X X X X An-a •............... X X X X X .. X 
Uuh .................. X X X X X Nevada •••••••••••••••• X X X X X X 

P.c:i6c W"""'- ............ X X X X X X X 

~r~·::::::::~::::: X X X X X X X 
X .. X X X .. X X 

• Noc eICdi-. 
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Federal Aid 10 Statl PuO/ie Schools 
Federal aid to the public school systems of the states began 

in 1917 with the passage and approval of the Smith-Hughes 
Act. This law provided for federal subventions to the states 
to pay a part of the salaries of teachers of vocational training. 
An earlier law, the Smith-Lever Act of 1914, provided federal 
subventions to universities for extension work in agriculture 
and home economics; but these funds do not apply to the 
primary or secondary school systems of the states. 

Certain other revenues of the states from the Federal 
Government can be, and usually are, applied to school pur
poses. A small percentage of the proceeds of public land 
sales goes to the states on condition that they do not tax 
such land for five years after the sale. One-fourth of the 
receipts from federal forest reserves is paid to the states and 
may be used for either school or road purposes. Finally, a law 
was passed in 1920 which provided that the states wherein 
federal mineral lands are located shall receive 20% of the 
value of the leases of such land for past production and 
37}{% for future production. So far, only California and 
Wyoming have benefited to any extent from this arrange
ment. 

Federal aid did not assume any importance in the school 
bud~ts until the school year 1917-18. In 1920, the states 
received $2.5 millions from the Federal Government; this 
represented 0.3% of their current school revenues for that 
year. In 1925, federal school aid amounted to $4.5 millions 
or 0.3% of the current school revenue. . 

PertIUI"tnl School Fu"tIi 
A number of states, 'Particularly those in the West and 

Middle West, have received considerable school revenue in 
the past in the form of income from permanent school funds. 
For the most part, these funds were built up from the sales 
of reserved "Sixteenth" sections of the public lands in these 
states. In many cases these school funds were spent in
judiciously. Those states that regulated the sales of the 
school lands wisely and which invested the funds carefully, 
now receive a comfortable school revenue from these invest
ments. 



172 COST OF GOVERNMENT IN UNITED STATES 

The. income from these funds is not elastic and has not 
increased as rapidly as other items of the school revenue. 
Whereas in 1890 the yield of these school funds represented 
5.4% of the total of the year's school revenue, in 1925 the 
proportion was only 1.4%. 

SYSTEMS QF PUBLIC SCHOOL SUPPORT 

As indicated in the preceding sections of this chapter, pub
lic school support is still predominantly a function of local 
school districts, with the counties and the states contributing 
only a small proportion of the total revenue required. From 
state to state, however, there are wide divergences in the rela.
tive proportions of this school revenue contributed by these 
three governmental divisions. There are also marked dif
ferences from state to state in the methods employed to raise 
school revenue. 

Local &0001 Revenue Systems 
Table 65 presents the methods of raising school revenue at 

present employed by the local school districts. Only three 
states, ,Arkansas, Maryland and Tennessee, have completely 
discarded local support of education. Two others, Alabama 
and New Mexico, allow the districts to make levies for high
school support only. The others vary from almost complete 
dependence on district school support, as in Kansas, to the 
Delaware system, where practically the entire burden of 
education is assumed by the state. . 

The general property tax is the usual basis of local school 
support. In the forty-three states where the school districts 
are empowered to provide school revenue by local levies, the 
property tax is either the sole source of this revenue or at 
least the major source. Curiously enough, despite the fact 
that the school-district system of educational support leads 
to under-support rather than to over-support, limitations 
upon the taxing power of the districts, wherever they have 
been set, are usually maximum rather than minimum limita.
tions. Two states only, Vermont and Wisconsin, have specific 
minimum limitations, but thirty-two states have maximum 
limitations. Most of these states spe<;ify flat maximum rates 
for all districts, but a few vary the limitation according to the 
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TABLE 65: FINANCES OF loCAL SCHOOL SUPPORT, 19261 

Statu:rr. eli.trice pair" Permi .. ibl. diltricc '1*-
Other dinric:t Ichool .. ,: cial school 1m.1 Limintion of 

Ittt. .-Llmltatlon •. a-Hi.h IChool.. .chool r •• q~ 
diltr1~t lCbooi. b-Incre ... 0 ..... limite. b-Debl ler";e& u.: debe . lion ra. by populu e-CODlfrumoa ..... Poll' ... 

WI •• cl-Kinder.lnea. 

AI.bam •••••. b-3 milIo. 
Arizona •.••.. a-l'AI mill .. cL 2% 
Ark.n ....... 
California •••• • -3 mill .. .-1 mill • 
Color.do .••• • -2 mill •• .-4millL 
Connecticut .. No limitation.. 
Delaware .••. No limitation. a-option-

aI. 
5% 

Florid ••••••. 0-:1 ,,!iU u perCon- b-;5 ,,!iUauperCon. 20% u per 
ItttutlOIl. IttNtton. Consdt ... 

bOn. 
Georai ....... a-SmiUa. l>-5millL Bondamult 

have3!lyr. 

Idaho ....... .-10 miUa; b-1015 5miUa.orb. One-halfo 
maNnty. 

mill .. county li. 
ce .... 10 
rural di .. 
trict. U 
of mum. 
ci~fi"" 
10 mcor-
por.ted 
diatrict. 

Illinoio ...... ...-District uDder .-10 milia; c-7U 
200,000, 20 mill.; mill. limitation but 
OYer 200,000, 19.2 
mil"; b-JO miUa 
and 29.2 milia ... 

YOte may raise to 
10 milia; 0.8 mill 
for tutboob. 

Indi.na ...... 
lpectivel,. 

.-Cili .. over 400,- b; d-2 miUa. 7U .-$1 far 
000,' miUo. mUll for equipment eqaip-

7 U milia 10 atend mene and. ....... WlOft _term 
in incoI; 
porated 
diatricta. 

IoWa •••••••• .-$70 10 $80 per .-$100 per pupil t'&i:i. ifleYJioo_ limitatioo. 

x. ......... ~ .. .;!.."iIl ~ milia; .-R ....... 6mill lim-

x. ... t\lCk7 •••• 
itatioa; b-citic& 

._bdiatrict. 2U ... .-$2 00 

mUla; diatric" ~H .hi .. 
to 12U milia; tltieo, ...... 

Lauiaiana .... 
7U 10 15 milia. 

• -J miUa; New 
OrIeano. 7 miUo. . 

'!I...t on aur.. .. oS tho eo- -... oS St. .. La .. R ... .u. ID Tua .... ODd Re_ 19U.· t:Iaocb<I by • _ 01 ___ ..... tioo. 

13 
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TABLE 65: FINANCES OF LoCAL SCHOOL SUPPOR.T, 

1926-Conlinued 
Statuto?! di.trict ,oneral PermiHibleldi.-:riet IPo-

Other dimict aoo levy: ci,1 .c:hool levie.: Limit.tion or 
State .-Limitation. _Hit. schoo1. .chool reveD- du.rict tchool b-Inereue over limit •• b-De t aervice. UeI: debe. bOD nce by popular c-CoOltruebOD. _Pollta:. ..... d-Kindu.arten . 

Maine ....... No limitation. .-$3 male 
in unor-

Maryland .... 

ganized 
territory. 

Massa- Income 
chusett •..•. 5 mill •• tax. 

Michigan .... No limitation. a-Town.hip; b; Citie. over 
teachen' home levy. 250,000, 

5%; di ... 
trie.., 15 
0/ .. 

Minnesota . .. a-3D milia but not b-When debt ex-
over $60 s:r capita; c:eeda 15% of val-

Miaaissippi ••. 
ci ties, 3 mills. uation; c-l0 mills. 

a-In cit-No limitation. c-To extend term. 
ies. 

Missouri .... . No limitation. b. 
Montana ... . a-l0 mills; b. Speciallevieo. 3% ill-

ereale by 
popula 
vote. 

Nebruk •• , •. District: .-8 miDs; %voterat.. 
b-20 mills. Cities: j6cation. 
a-lump sum ac.-
cording to size; b. 

Nevada ••••.. a-2~ mill .. b: 2~ mi11s for teXt-
booka. 

New 
Hampshire. 2~ mill toWn taL 

New Jeroer .. a-7~ mi11s; b. b. 5% 
New MeXICO. b; 5 mill limitation. 6% 
New York ... No limitation. 
North 

Carolina •.. a-3mills. .-Townships, 1 to3 .-30< to 
mills; cities, 10 mill 90c for 
limitation. nshi E"e./ 

North Dakot. a-14 mills; b-21 a-l0 mills. 

Ohio .•..•.•. 
mills, ~ % vote. 

.-3 m· ; b. 
Oklaboma ••. a-5 mills; 

mills. 
b-l0 .-3 to 5 mills. 

Oregon •••••• a-Di.tricu ander 
100,000, 6~ mills; 

. 
over lOO,OOO,SmiUl: 
b-IO mills. S620, 
minimum. 
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TABLE 65: FINANCES OF LOCAL SCHOOL SUPPORT, 
1926-Continued 

Statuto? diltrict leDerat Pcrmiuible eli.trice apo-
Other di.triet achoo I",: ciallCboolleviu: Limitlldon of 

State a-Lhnitation .. a-Hi:\,h .:hooL .chool InCO- di.eri« Khool 
b-Inere ... Q"f'er Umit .. b-De t ""ice. nea: debt. 

tion rata bJ popul.r c-Colutruc:tion. a-Poll to. ..... cl-Kindera ... ten • 

Penneylvani. .-1 .. cia .. :! 8 mills; Two and one-half to a-$1 to 
2d claas

4 
0 mill.; 3 mill. (or bringing $S. 

3dand thel ...... teach~~' salariea up 
2S mill .. to minimum .t ..... 

danl in 2d, 3d, and 
4th cia .. distrIcts.. 

Rhode Wand 3 mill. Education law 6nea. 
South 

Carolin •••• • -15 millo. .-2 min.; b. 4% to 8% 
.c:cordins 
to mze of 
diatrict. 

South 
Dakota •••. .-Land ....... u .. 5% 

der $50 per acre, 
25m~o .. r$S~ 
10 '; b-
millo. 

Teftnellee •••• 
Tex ......... 5 mill .. b-5millo. 1% 
Utah ........ No limitation. 
Virainia ••••• 5 to 10 mill .. ai dOC taL 17% 
Vl:fIDont ••••. Not .... than 7U 

milia. 
Wuhu..IDD •• 10 milla; b-2O millo. b. 5%; dobt 

moot be 
in ocrlal 
boncIo. 

WestVuaini. .-SU milla; b. c-2 mill limitation 2U% 
but .dditional 2 

WIlCOlllin .... Minimam-U of 
milla may be,..,ted. 

ltate apportion.. 

Wyomi ...... 
!Ilent; .-20 mills. .-3" milla; b-8~ .-S milllimitarion; 
millo. c-l0 mill Iimi ... 

tion. 

population of the districts or distinguish between rural di~ 
tricts and incorporated places. These maximum limitations 
vary from. rate of one miD in Florida to • thirty miD rate in 
Minnesota; in. few cases lump-sum maxima or amounts per 
student are set instead of maximum rates. Of the thirty
two states setting maximum rates for their school districts, 
twelve permit these maxima to be exceeded within specified 
limits by special vote of the taxpayers of the districts. 
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In addition to the general district property tax levy, a 
majority of the states permit the districts to make special 
levies for specific purposes. These special levies do not come 
under the maximum limitations of the general levy. The 
most common purposes for which these levies are specified 
are to pay interest upon and to amortize the school debt of 
the district. A number of states permit such special levies 
to provide for high school maintenance. In Arizona the 
school districts may levy an additional rate, beyond the 
1.2 mill general levy limitation, for the equipment and main
tenance of kindergartens. In at least four states-Minnesota, 
Mississippi, Oklahoma and West Virginia-special levies 
may be voted for school construction costs. Other purposes 
for which special levies may be made in various states are to 
purchase textbooks, to extend the school term, to build 
teachers' homes, and to provide for the payment of teachers' 
salaries higher than the state standard. 

In several states the school districts have other sources of 
revenue, supplementary to the property tax. In seven states 
-Indiana, Kentucky, Maine, Mississippi, North Carolina, 
Pennsylyania and Virginia-the school districts receive rev
enue from poll taxes. In Idaho the school districts receive 
one-half of the county license revenue, while the incorporated 
districts receive one-half of the municipal fines. In Rhode 
Island the fines go to the district in which they.are collected. 
The Massachusetts school districts receive a portion of their 
revenue from supplementary income taxes. 

County School &vmue Systems 
Table 66 shows that in only thirty-two states are the coun

ties empowered to contribute at all to school support.' In at 
least six' of these thirty-two states the counties at present 
make no use of their power to raise school revenue. In only 
twenty-six states, then, do the counties at present make any 

I The oixuen .ta ... in .. hich the counbeo nioe DO part of the ochooIleftJlue ..... 
Arkauua, Connecticut, Del ........ N~ Hampshire, New Y ... ~ ~ IoIaDd, 
Pennsylvaoia, Utah, Vermoot, _M ...... M...ch ....... Mi~,: ....... ta, 
Nebruka and W ... V"uginia. Of th_ six ..... ois-Cooaectieur, . M_ 
ch ........ New Hampshire, Rhode leland "'!'i. y_~-~ New EnsIand .ta..,. 
"here the counties, u ..,vernmental IUbdiVlllOlll, .... III onI, the _ rudi-meo....,. form.. • 

"I..., .. Minoeoota, NebruU, New MeDon, Tau and Utah, 
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TABLB 66: FINANCES or COUNTY SCHOOL SUPPORT, 19261 

s .... 

Al.bama ••••. 
Arizona •••••• 
Ark ... u ..•.. 
Californi ••••• 

Colorado ••••• 

Connecticut 
Del ....... 
Florida •••••• 
Georaia •••••• 
Idaho ........ 

Illinoia ••••••• 
Indiana 
10 ....... 0 •• 

Xanau •••••• 

0.. .... c;:::;;.'" Soli ... 

By ConltiNtioR, 1 mill. 
Buit of oohooI ",_ue. 

$30 per elementary pu-~ ,-14 mill for kind ..... 
pil; $eO per high ochool lane ... 
pup,il. but 5 mill Jim. 
ItRbon,. 

For teathers' ulariee 
only; 5 milllimitotiOD. 

3-10 mill .. 
Mayle.".. 

1..." miU .. " additional. 
2 mill Ie.". by popular "... 

Kontuoky.... 214 10 5 miIIo. 
Louiai&lll. •••• 
Maino 
Maryl""'.. •• Buit ohchooll,.-, 
M_ch_ttl 
Michipa 
Millftemta.... I miD. I 

Other Reft.aIIIS __ PoIlI 
It-FiDeI, etC. 
c-L •• d ,aI. 

L 
L 

.. 
One-half of Ji., ..-
b; .. 

.. 

Miaaiaaippi ... OUtaideof ......... ochooI 3mill .... iculturolochool I; c; cIoa
di.trittl addItiooallJefto. taL 
eraI Ie.". 10 extead 
achool time be""", 
conati ... tion ... mo. 

M*owi. .... 6U-I0 miIIo. b; c; oacboa ... 

Nobrub ..... 35 miD limitatioo." 

Nona ...... $ miD limitatioo. 

Ne .. 
H .... pahire 

Ne .. lone,... M., Ie.".. 
Ne .. Mexico.. 18 millo limitatioo.l 
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TABLE 66: FINANCES OF COUNTY SCHOOL SUPPORT, 

1926-Conlinued 

Special CoUDt,. Educacional Ocher Rn-enua: 

State 
General County School a-Poll •. 

Levy Leviq: b-Finu, etc . 
• -Special Hich Scboollny _Land .ale •. 

New York 
North 

Carolina •••• Up to 3~ mills to meet 
deficiencies. 

North Dakota I mill. 
Ohio •••••••.. 15 mill county, 

district limitation. 
plus b; fecs. 

Oklahoma ..•. 2 mills. b; e.cheau; 
estray.; mar. 
riage license 
r .... 

Oregon •••.•.. $20 per ehild 4 to 20 
yean of age. 

.. Qne.qoa ..... or 
Forest Fundi 
reserves. 

Pennsylvania 
Rhode Island 
South Carolina 3 mills. .-$1. 
South Dakota. Unorganized counties-

10 mill limitation. 
.-~ to 3 mills. 

Tennessee .. o. $5 per school child. a. 
Texas ....... . 7M milllimitation.1 

Utah •••••••. 7 to 12 mill limitation, I 
according to ratio of 
asaessed values per 
ochool child. 

Ve~o.nt 
1 to 4 mills; may be in- b-compulsory Vuzuu ••.•••• 
creaaed by popular vote .chool law 
to 7 mills. fineo. 

Washington •• 5 milllimitaboD. 
Weat Virginia 
WISCOnsin .• .. Mayl...,.. 
Wyoming .... 3 mill limitation. .-$2: b. 

t Not collected.. 

contribution toward school support. There is Gn evident 
tendency to discard the coun ty as a school fiscal agency. 

As in the case of district levies, a maximum limitation is 
usually placed upon the county levies; in few actual cases, 
however, is this limitation rate even approached. In addi
tion to the general levy, a few states permit special levies, the 
most usual purpose of such special levies being for high-school 
maintenance. Besides property tax levies, the counties in 
several states receive educational revenue from sources, such 
as poll taxes, fines and forfeitures, rentals of riparian rights 
and land sales. 
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State School &vmu, Systems 
Analysis of the elements of state support of education 

presents difficulties on account of the complexity of the 
sources of school revenue. Table 67 shows that forty states 
receive more or less revenue from permanent educational 
funds.1 As has been indicated, the revenue from permanent 
educational funds is small, and the sources from which the 
principal (and consequendy the interest) of these funds can 
be increased are for the most part few and unimportant. 

The property tax is still the basis of state educational sup.. 
port. In some cases, among which Delaware is now included, 
the states which have practically discarded the property tax 
for all other state pUrr>ses, have retained it for the main
tenance of state educatIOnal institutions and for educational 
subventions.· There are three ways in which a state may 
levy property taxes for school purposes: first, a general mill 
tax may be levied on all taxable property, the proceeds of 
which are to be devoted to a general school fund; second, 
the laws may provide for the levying of a general mill prop.. 
erty tax suffiCient to raise a fixed sum, leaving the rate un
determined; and third, a general mill tax may be levied for 
special purposes, such as physical education, or high-school 
normal training departments.· Twenty states· make use of 
property taxes of the first type, the rates varying from seven
tenths of one mill in Wisconsin to five mills in New Mexico. 
Five states' raise school revenue by property taxes of undeter
mined rates, the exigencies of the year determining the rate 
for the year. In the case of Texas, this provision for a mill 
tax of undetermined rate (one to five mills) is in addition to 
the provision for a ~lar three-and.one-half-mill tax. Ten 
states' levy special mill taxes of the third type, for specified 
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Spec:i.t T .. Earmarked 
to Educational Pull-..... ' b-Do. tr1o:!ativeApCfriation Other R.venue: .-St.teR .... a-Pod Tn. 

enue rrom Speci6ed Mill Unlpedfied MiD Tn ( oat Recent II.tion): .-£.chub ..... Permanent T •• For Genenl T u: for General Mill Tu. for Sped.1 c:-Wbole 01' Pan: on. a-Anropriatioa forGe. h-FioUi. FoJeia 
'unda and School PUrponi Scbool PW'poIU Edu.cational Purpo.t,el come To era chool Purpotel tu ... 
Se ..... d-Whole OJ' putorl. h-Appropriatioo for Srate c-Land S.I .. Lando heritance Tu: UDlYenlt)' d-Ltn~ 

e-Whole or Pan: or 
Corporation Tn 

l-Teacher'aLicenteFee 

A1.bam ....... a. J milll, a1. a-Certain license ·a-Alternative. toJ .. 
ternabve to taxes. mill tax. 
Jegillati,ve 
a'pprop .... 
. tlon. 

Arizon •••••••• .. Equal to $25 per i mill for Sta .. Uni- .. a-$22~500. 192J; L 
oc:hool child. veRity. $2500 Cor $3305. 6 to each 

instruction oC blind. county. b-$275 •• 
000. 

Arkanaao ••••.. L 3 mill .. .2 mill for vocational r. 8; b-cliJll-
education •. retk: sale VIO-

lation. 
Californi •••••. L a; c. a-By CoRititutiono Interest on 

not less than $3 . bonds on de-
per oc:hool child. cedents' ... 

t ..... 
Colorado ...... a. 1 mill kamen' .... . a; b. 

tirement fund. 
Connecticut ••. L .-$2.25 per achool 

c!Wd plus eq~al!za. 

DeI.w ........ 2}tmilla. 
lion appropnatlon. 

L c; .-Fill .. foo. $82500 for Icbool 
debt, interest. etc. 

Florida ••••••• !alilL 
b-$152.000. 

L b. 



-= 

GoorFa······ . 
Idaho ........... .. 
lUi ............ .. 
IncIiana ••••••. 

ro... .................. 
1taDaa ........... .. 

1Ccntact,. ..... 
LouiIiana ••••• 

Maine ......... ... .. 
M.".IaruI ••••• 

M-ach_ttl. .. 
Michi,OD ..... .. 
Mianaota .... .. 

M~ ...... 

1.33 milia. 
.7 milL 

2HmilJ.. 
2H~ 

3.33 milJ.. 

IHmillt,'U' 
.89mi11t,'u, 

I milL 

,/, miD for Stale U .... 
ftI'Iicy_ 

Frutionol IDa for .; e-CaWa Jj.. 
• .no.. parJJC*8o CZIIICI. 

_1 .......... _ "''1-' a; do 

SurplOI renn .... 

.-$909,900. 5150 .. 
000 for colllOlida
tion (1924-25). 

IH mil! for Stale Un;" 
nrII'1' e-One.haIf .. vi.... '-£<lIw to 6 % of 

bank ancI fraoc:hioe totallchool (ond 
-. pi",! $100,000 eq~ 

IZ&bon appropna-

b. 
• 23 for StaCC Univer- <
aitr. 

bOb. 

.-$100,000 to Ge ... 
cnl School Fund 
until it equal. 
$5,OOO,~; other 
.pp"'pn.n ..... 

'-JZ07,2S0 • 

Lesialacure io given 
ouch power; b~7,-
000 • 

.. 

.; aline fund. 

ai bi c; cL 

a; bi d. 

b. 

.-one-half to on 
foreillll inourance 
companieo. 

• -Not I ... thao M Ai b-plI)I:eed. 
of tow rennue. rrom ltate .... 

bacco ware
bOUXL 

I Buecl on Burna ohhc CcnIut, "Di,eltof StaCC La ... Relatina to Tuation and ReVODIIC, 1922," checkecl by • _y of rec:ento'Ate IegiJlation. 
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Special Tax Earmarked 

to Educational Pu,," 
~tea: 

b-Doc ~illative APlropriation a-State Rev- a-Poll To. Other Revenue; 
nue rrom 

Specilied Mill Un.pecilied Mill Tu ( ott Receot cRlllation): a-E.chea.tI 
Permaoent Mi'd TaKc. rt.r Special c-Wholc or Part or In- a-AfPropriatioo for Gen_ b-FinCi. Forfei--Stat. Fund. and T .. for General T .. for General duc.tiona' PurpOH. comeT .. I'fI School Purpolu ture. , School School PUrpOIU School Purpoaea d-Whole or Pan ofln- b-Appropriation for State c-Land Sales , Land. heritance Tax Umvcl'llty d-E,uaYI 

e-Whole or Part of 
Corpontion Tax 

f-T ea.cher', License Fee 

Montana ..••• •• S mill •• c-M; !1 of gllS 
tax. 

Eq~ali.zation N.braakl •••.. o. appro- b. 
prJatlon. 

N.v.d ........ •• d-J( • a; bi.2% grail 
receIpts from 
toll road. and 

New 
bridge •• 

Hampohire .• .. 3U mill. in b-Exces • over 
unorgaa- damage payments; 
bed parr. •• 

New].ney .... 
of the .tate. .. Sufficient when aie-Railway taxes. a-$I00,ooo to com-

added to appro- pensate withdrawal 
~riation to equal of railwaya from 
Xmillo. local taxation. 

New Mexico ••. I. S mill •• a. b-$97,SOO. ai b. N ... York ..... •• e-Portion of to: 0-$1,350,000 for 
on bank share •• teachers' salaries. 

North Carolina I. a-$3t29S,OOO in '2O, 
heaVier since. 

North D.kotl. .. b-$989,SSO • b; e-ferry li-
«n .... 

Ohio ......... •• Unappropriated mon-
iCI, plul.cq~a.lization 
appropnatlon. 



OklahoMa .••• : .. Nor ro os- K mill ror eq...ti2a- SSOO,OOOequalizatiOD 
crcd 2 miJIa. boa Iiu>d. appropriation; b-

$4.5,000. 
Or.con ••••••. .. ai be 
PCDIII!'lnnia •• .. 2cper ........... .. 
JlhocIc Ioland .. 

OD (oreII: praerYlSo 
.-$300,OOOlUlJlUally. .. AactioDeu lice ... 

South Carolina 
taL .. L b • 

South Dakora. .. •• b. .-$4I,403.M. 
Tcn_ ..... .. .8 mill • H of renDue. 
Toua ........ .. Umilla. Suffic:ient with a; "of occupation .-$I,soo,OOO (1926-

other_rearo _;~OrBUtu. 27). 
maintain Kbooi 

Utah ••••••••• 
lis month&. .-t25 per child • .. Levy plUl inre .... • 2 mill hip ochool - OD IchooI fund levy. 

e: mUit equal .IS 
Vermont •.•••. .. 1 mill • 

per ochool child. 
Li"' .... tuea. 

Vu.;.ia ....... .. Not ro .... Ai d; e. a, b. 

Wu
hin

8
1D

••• • 

crcd SmillL .. Levy plUl iDteI'eIl 2 min. plUl levy ror Unappropri.red a; b. 
on ochool fund univenity and nor- taxea: a-to perma-
mUi' equal 120 malochoola. nent fund; b-

Wat Villi'; •.. 
per .hild. 11,314,427. .. .; licel1le taxa, .-$1,000,000; 125,- b. 

WilCOnlin .•... 
marri:?: liccnle. 000 to hish .. hoola. .. .1 miD. .-~o aormalrare 
on Iftcomel over 
S3OOO; 0-1200,-
000 from corpora-
tion liccDIC (eet. 

Wyomin' ..... •• 
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purposes, such as support of a state university, vocational 
education, teachers' retirement fund, equalization iund and 
high-school levy . 

Among the special taxes which are earmarked, entirely or 
in part, for state educational purposes in the various states are 
poll taxes, dog taxes, income taxes, inheritance taxes, corpo
ration taxes, teachers' license fees and even gasoline taxes. 
Fifteen states' derive educational revenue from poll taxes. 
Only two states, Delaware and Massachusetts, earmark their 
income taxes to their school funds. Wisconsin has a supple
mentary income tax at one-sixth of the normal rate on in
comes over. $3,000, the revenue from which goes to the state 
school fund, At least four states' divert all or a part of their 
inheritance taxes to educational purposes. As column 5 of 
Table 67 indicates, the application of revenue from corpo
ration taxes to school purposes is very common. 

In addition to this system of earmarking specific taxes for 
educational purposes, nearly all the state legislatures make 
larger or smaller annual educational appropriations out of 
their general funds. The size of these appropriations neces
sarily varies, according to the educational needs of the state 
and according to the extent of other provisions for meeting 
these needs. It is coming to be the general and decidedly 
effective practice to meet the greater part of the year's edu
cational expenditures out of the rather inflexible earmarked 
revenues and local tax levies, using the legislative appropria.
tion mainly as an element of flexibility, to be expanded or 
reduced from year to year as the immediate needs of the year 
dictate. 

PuBLIC AID TO CoLLEGES 

The people of the United States, through the benevolence 
of individuals and through the provision of their legislative 
bodies, have been liberal in their support of higher education. 
One of the first actions in each of the English-setded colonies, 
after the immediate material necessities of life were secured, 
was to create a college or university for the education of a 
colonial ministry • 

• Alabama, ArGo ... Arkansu. Colorado, Idaho, Indi...., ~owa, K_~ 
ana, New Jeney, New Mesico, South Dako ... T""", Vuguua ..... w ... VUJIIlIL 

• Keatucky, Loaili,n" MoaQlla and Vqini .. 
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By the" Purchase Act" of July 27, 1787, two townships in 
each state, formed out of the Northwest Territory, had to be 
reserved for the support of a state university. This estab
lished a precedent which was followed in all states, except in 
the original thirteen states and in Vermont, Kentucky, 
Maine, Texas and West Virginia, in which states, for obvious 
reasons, the Federal Government has never owned any land. 

F,dtral Aid 10 Higher Educo/ion 
By the first Morrill Act of July 2, 1862, it was provided 

that each state should receive 30,000 acres of public land 
(valued at about $1.25 per acre) or an equivalent value in 
script, for each of its senators and representatives. This 
value was to be set aside as a permanent fund to assist agri
cultural education. Although it was not anticipated at the 
time that the agricultural colleges, created as the result of 
this grant, would ally themselves with the state universities, 
this was in many cases found to be a practical expedient, 
and this association of institutions is now found in half of the 
states. 

The second Morrill Act of August 20,1890, provided annual 
federal appropriations for the agricultural colleges eventually 
to amount to $25,000 per state. The Nelson Amendment of 
1907 raised this federal appropriation to $50,000 per state. 

Meanwhile, an act of May 2,1887, had allowed $15,000 
annually to each state for the support of agricultural experi
mental stations. The Adams Act of March 4, 1907, raised 
this annual subvention to $30,000. In all states these experi
mental stations are associated with the agricultural colleges 
and are, in effect. used as laboratory adjuncts to these col
leges. Thus these aids supplement the Morrill-Nelson sub
ventions. 

The Smith.Lever Act of 1914 provided for cooperation 
between the Federal Government and the states in the sup
port of extension work by agricultural colleges. Fmally, the 
Smith-Hughes Act of 1917 provided for a federal subsidy. 
which now amounts to $3,000,000 annually, for agricultural 
~ and vocational education and for the training of teachers in 
these subjects. The states have to match the federal sub-
ventions. 
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TABLE 68: SYSTEMS OF SUPPORT OF STATE COLLEOES AND 

UNIVERSITIES, 1922-23 
(SoUMe~ u. S. Barela of Educaticm. Bulletin 1m. No. 18. pp. 56-7) 

Number Mill Tax Appropriation Auipecl 
Suta and Geocnphic or I-,-"::::;';:'=--I---"":';!:!:::::=:;::"---I s ... 

DiYilioDt CoUq:ea Geoenl Special Biennial Annual Speci.1 P.hx 
New Eneland •••••.••• 

Maine ••••.••••••••• 
New Hampshire •••• , 
Vermont •••••••••••• 
MaaachuRttl ••••••• 
Rhode hland •••••••• 
Connecticut .••••.•.• 

Middle Ad.ntic ••••••• 
Ne*York ..•••.•••. 
New JcrJeY ••••••••• 
Pennsylvania .•. I •••• 

Eat NOrth Central •••• 
Ohio ..•••.•...••... 
Indiana •••••••••••.• 
lilinoi. ••••••••••.• ' 
Michiaap ••••••••••• 
WIKOn .. n •••••••••• 

Wur North Ceob'a!. •• , 
Minne.ou •••••• ' .,_ 
Iowa .•••••••••••••• 
Mi..,uri •..•••.••• ,' 
North nakota ••••••• 
South D ..... ou .••.•.• 
Nebraska ••••••••••• 
Luau ....•.•.•.•.. 

South Atlantic: .•••••••• 
Del.~re ..•...•.... 
Muyl...! ••••••••.•• 
ViJEl.Dia •••••••••••• 
W$ Virainia .•••••• 
North CaroliDa •••••• 
South Carolina •••••• 
G.o ............... . 
Florida ••.••••.••••• 

Eaat South Ceoual ••••• 
Kentucky .•••••••••. 
Tenn~ ••••••••••• 
AI!lb~.: ......... . 
MI ..... ppl •••••••••• 

W$ South CeouaJ. •••• 
ArkllDUI •• _ •••••••. 
Louiaiana .......... . 
Oklahoma •••• _ ... .. 
Tenae.te ••••••••••• 

Mountain .•••••••••••• 
MOIIItllDa ••••••••••• 
Idaho ............. . 
WyvpUDI •••••••••• • 
CoIondo .•••••••••• 
New MeIlico •••••••• 
Ariaoaa ............ • 
U ................ ••• 
N-..da ............ . 

Pacific .............. . 
Wathinatua········ . 
~ ............ . 
Cah(omia ......... . 

I Fed' buildiac parpG-. 

6 
1 
1 
1 
1 
1 
1 
4 
2 
1 
1 

10 
3 
2 
1 
3 
1 

11 
1 
2 
1 
1 
3 
1 
2 

17 
1 
1 
4 
1 
2 
4 
2 
2 
6 
1 
1 
2 
2 
7 
1 
1 
3 
2 

14 
3 
1 
1 
3 
2 
1 
2 
1 
5 
2 
2 
1 

'6 
'2 
1 
2 
1 
1 
1 

'2 
1 
1 

jil 
3 
'j 
2 
'j 
2 
1 
5 
2 
2 
1 

. j 
1-

4 
1 
1 
1 

· j 
1 

• j 
5 
3 

'j 
1 
9 

· j 
1 
1 
3 

1 
13 
1 

" 

1 
2 
1 
2 
2 
3 
1 

'j 
7 
1 
1 
3 
2 , 
'j 

'j 
2 

2 

'j 
1 
'j 
2 
1 

'j 
1 
1 

'2 

'j 

'j 
2 

'j 

'j 

'j 

'j 

'2 
'j 
1 

'j 

'j 

'j 

'j 
'j 

'j 

• Slicht ftYeDue Ina eKheatL 
• Clem_ A&riculcwal ColIep .rec:eiYa qrecialllJlPlDPliaa.. ... am. .... .......... rr- • 

leniliau taL , I 

• InheriaDce tII10 G"paraDan ... penoaaI iDeome taL 

• JCcra.ae IU CD AiabaauI PoIyuchaic I-DatlL 

'SPeruce ax. 
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State Aid to Higher Education 
All of the states contribute in greater or lesser degree to 

the support of their state colleges and universities. As shown 
in Table 68, this support takes three forms. 

Sixteen statesl have state property taxes which are de
voted, in whole or in part, to the support of state educational 
institutions. In several of these states and in others not 
included in this group, special mill taxes are sometimes levied 
for particular purposes-usually to finance building or the 
purchase of equipment. 

All of the states which do not earmark a regular mill tax 
to the support of their state universities, make regular 
biennial or annual appropriations. In most of these states 
the appropriations are for a biennial period. South Carolina 
makes biennial appropriations for the University of South 
Carolina, and annual appropriations for the State Medical 
College. Colorado supports both the state university and 
the state agricultural college by regular mill taxes, but makes 
annual appropriations to the state School of Mines. A few 
states make special appropriations for particular projects to 
supplement the annual tax revenue or the regular appropria
tion. 

Finally, a few states assign the revenues from taxes, other 
than their property taxes, to their universities. The Alabama 
Polytechnic Institute draws income from a state tax on 
kerosene. The University of North Carolina receives a slight 
revenue from escheats. Clemson Agricultural College in 
South Carolina receives the proceeds from a fertilizer tax. 
The Agricultural College of the University of Louisiana re
ceives support from the state severance tax. 

Stlllisncs oj Feder'" m SIaM Aid 
In 1924, as shown in Table 69, the Federal Government 

contributed $13,641,424 to the support of various colleges 
and universities throughout the country. States and cities 
contri.buted $92,252,549. The federal aid was destined to 
the peral support and maintenance of the institutions 

• Amofta, Colif'anai CoIondo, lUi ...... ladi K .... "ckr. Mich ..... Mia-. 
IOta, M .......... N:::t.: ~ T..,' u-. W,cI.,- w .......... ..... w,.,...;... -..-. • J..... -''''' 



TABLE 69: FEDERAL AND STATE SUPPORT OF COLLEGES AND UNIVERSITIES, 1924 
(Source: United St.tel Burelu of Education, Bulletin. 1925, No. ti) 

6t!:a .i'a ... -.51 .. ... -=aa - '58 Combined Total . Total U) t .... le·! State Sub- State Su),.. Tot.t Total Total .. -Su .... nd 'edenl Subven_ Current . Current ~<.I..s .08 
Cql'1lphic Subvepo. venrion. tiona for vention. Combined Income of Income of Income of Income of en: . ., 

for Cum'ht for Capital Sub'll~ State In.- Aillnui. .. .-~ ::i!.o DiviNu uon. 
Co ... 

Curreo! ea. .. tiona Stue In-
.tilutionl 

All Inlei .. 
tudon. ' U o : ~.!; ea. .. • titutionl lution • 

~.a~ ~-~ 08 
.~ tal £< .. ·B8 

UIlit.d St.teI ••••••••.. 'U,Ml,424 $11.413.956 N7.065.38O '18,828,59' '105.1193.973 '1l4.01O.803 5183,233.66f lUOO.054.582 "88.2<2.587 56.5 57.8 
N .. En.land •••••••••• m.538 2.318,397 ',040.935 555.45S 3,396,390 1.179.618 9,318,70t1 36.136,673 54.815.520 39.1 36.4 

Main ................ 1,",061 590.278 554.339 ltiO.COO 694.139 921,957 1.081,957 1,566.439 2,299,583 58.0 64,2 
N .. H.mPlhire ••..•. 111,:1:63 534.105 "U,366 5,000 450,366 861,171 866.171 2.369,548 :1:,569.686 51.7 52.0 
Vermoal •••••••••••• 123.413 162,210 285.703 

16i.797 
285.703 1,228.308 1.930.879 1.:1:70,569 1,991,40:1: 23.3 14.8 M ... ehu .... u ••.•... m.m 987,3n 1,(198.<06 1,260,403 3,595.<06 '.217.403 22,731,Oll '.,023,090 50.6 29.7 ahod. "lnuI .••••••. 104,006 1lS.9fl 219,947 

28,658 
:1:19,947 378,174 378,17. 1,868 .• 53 2.637.1198 58.2 58.1 

~t •••••••••. 128,501 328,f7l '-16,97' US,6J:I: 794,462 824,124 6J30,6J3 11.:1:93,861 57.5 58.9 

Mield" A .... tic •••••••• 1,698.154 7.029,577 ',n7,531 971,261 9.698.792 23.117.151 27.W.1S0 61,477,'18 74,901,860 57.8 35.4 N .. york ••••••••••• 1.099.lf5 4,1 ... 457 5,:1:43.702 537.050 5.780,712 10.125.79< 11,919,737 35,607.651 .',465,826 51.8 48.5 N .. ) • ..., ..•••••••• 175,47. 4:1:9,817 605.291 "1,623 916,91. 1.118.719 1,91 •• 073 3.82.8.646 5,710,161 54.1 49.5 PunQI .. aai ••••••••• "23,.]$ 2.~5,103 2.878,538 !l2,608 2.971,146 1l.871.840 13,571,340 u.on,OZ! 25.715,873 24,2 21.9 
Ia"N ..... c.. ......... 1.566,857 17.751.707 19.121.5" 6,564.542 25.686.086 52."3.012 40.851,82.2 59,280,504 83,093.705 58.9 62.9 

Qt.io ............ ' ••• 283.598 4,065.750 4,547.548 2,006,715 6,154.063 8,213.523 11,083,766 ",559.068 21,545,587 52.9 57.3 Jaeliaaa •• , •••••••••. 263.861 2,585.086 2.848.947 420.526 S,269,473 4,m.172 5,606.068 7.659.369 9.996.605 65.7 58.1 IlliftO" •••••••••••••• 523.878 ".COO,M) 4,124.m 24l,21l 4,567.934 5,Sn,SS9 S,n.,n2 18,173,344 27,682.048 78.2 79.1 Mi"hi,: ............... 250,998 .,U7,6S0 ".588.643 2,636,46) 7.225.tl1 9.026,359 11.711.707 10.6«,719 13,517,407 50.8 61.7 WiKoaaiD ••••••••••• 244,S02 2,767,378 3,011,880 1,:1:57,625 ',:1:69.505 5,336.599 6,675,509 8.244,00. 10.352.058 5M 64.0 
W ... N ..... c..tn1 •••• 1.627.581 16.297,752 17,925,'" '.42'.7!O 21.349.063 28.433,905 52.007.527 45.084.804 50,072,429 63.0 66.7 .. u.....c. ........... 262.663 3,61:l:.8Jf ',875.497 l,l81,492 5,057,989 7.161,511 8,395,023 9,825,652 11,662.755 Sf.l 60.5 Iowa •••••••••••••••. '10.270 '.6:1::1:,310 •• 932.5110 1,.124.000 6,256,580 7,9.J •• 549 9.258.5.9 n.817.423 n,5n,ll1 62.2 67.6 .. '-uri ............. 297.046 1.659,85) 1.956,1199 _697 2.363,596 2,863,338 '.346,157 7,250,014 9.213~9 68.3 70.6 N ..... O"kooo ........ 1lS,2611 I l t79.251 1,63""16 70,011 1.70U67 2,095.859 2,165,900 2.196,559 2.316,5 78.0 78.7 

6A• 0 

-0 .J': J; ... S! or jOa ~ 8 . 8.0 .. :I'e ••• ~<.I..s ~-8 ="j d'o:a <S . .. "~'o ~:::i! ~oE .0 8 ,l!< ~.! 

29.0 27.3 
U 6.2 

3U 30.2 
18.8 17.5 
22.5 ".3 
4.8 3.7 

11.8 8.5 
7.2 40t . 

14,2 12.9 
14.7 1l.3· 
IS .• ~.6 
13.1 11.6' 

52.5 50.9 
29.9 29.5 
37.2 52.7 
25.8 16,5 
43.1 53.5 
36.5 41.2 

41.6 42.6 
5U 43.4 
41.7 46.1 
27.0 25.7 
7 ... 73.5 



..... oa.c. ........ '"PSI "".4" 1.17.,490 llI,IIIl 1~1! 1,l7.~' 1.917~2 '1j! ~~ 74.6 7U 545.6 '1.1 
N ................... 191.019 1,512,/XJ9 l.ml11M 1,773/11.8 5P\f']: 5PI~~ .,262 4.fSf.40S 58.8 58.1 .1.6 59.8 

~ .............. 2U,26J 2,Jt<,O!O 2,57f,J1J U2,5OO 2,1QO .. " 5,711 'paT,5 5~ 6,J9f.9O.I 68.J m.1 .5.6 42.1 

..... "' .............. 4,J1IPf9 7,4U,405 II~S.454 '",6115 15Pf"!~ 20,691,681 -~~ HP5I,512 .... 11.56< 56.5 56.5 ,..1 53.9 

""--............ 100,1.2 162.242 2629M .. 2629M O6l,757 
~~~ 

f6J,157 463.757 56.7 56.1 56.7 56.7 

M .................. 2,50U57 61!PJ2 2.977.419 .. ~:: 5,211:; 
7.127 

6,8
54::: 1,807.954 55.9 .1.1 .2.9 n.' 

Doocria of~ .• 521,1611 JU.7fIJ 57! 656/11.l 2,572:;" 
2,562,994 56.5 49.' 15.6 n .• 

V .................. :ru,IIK "US.4" "'19.479 24<.4S' J,66J.912 ,~,661 ..,.,.,288 6,828.1 ".15.687 5B.7 59.6 20.1 19.1 
Yi. v;,.;.na .•• II ••• 224,Jl1 "'!,!IIl 1,189".7 mIlD 1,1 ..... 1,567~. 2,12!"54 1.976;'''' 2,754.112 75.9 12.1 60.2 61.' 
Nonhc.._ ....... U2.1.10 1,710.129 2P52,4!9 1,959"50 fPl';!~ ,,56991B 5,529,628 5.712,581 9,57B,50S 57.5 72.6 55.9 .2.8 

-~ ....... 225,_ 1 .... ,B91 1,110.797 J27,565 2PJB.J62 2,459:;' 2.187,4U 5,B97.840 .,560.862 611.5 75.1 43.9 ".7 
(Mar'; .............. 271.11. 689,l.- 960.soo 96O,5OJ 2PJ6.l 2,l55P51 ',566,7fl 5.7~:: .7.1 40.1 210 16.7 - .............. 1- ''',H8 791,157 "7,927 1,11_ IIHI,!01 ...IS .... 1.)81,731 1,117 72.7 78.6 57.8 65.0 

__ c..u ........ 1.11».664 2,I'JI.911 5,995,595 .. '.995,595 1PIS.1$( 7.11!'I~ U,2IS.115 1S.457.U7 57.0 56.2 JOJ 25.B 

~, ........... 212,2!J mml IPS5,511 .. 1P55,511 1,,7·:m 1.7.7:: J.fn,77. ...... ,21. 65.0 59.7 10.7 U.S 
T __ ••••••.••.. mpll m,5l1 IPI2,625 .. 

IPI2fi 
1,512.4 1)82,. 4,442J27 5.071,181 68.4 .8.4 24.4- 21.5 

AI.~ •••••••••••. 216,71D . 651,449 915.1611 .. 915.1 1.72 .... 5 1.726.445 2.68t.109 2,972"17 54.1 54.1 H.8 51.1. 
M_ .............. 2J5.6f9 6116,B21 912.470 .. 912.4 2,ln1,691 2,ln1,691 2~4.925 2,718,925 45.4 45.' "7 JJ.9 

.,. ....... ,.c..r, ....... 1,228 .... 6,512P72 1,510,670 2,449,2'7 WIJZ9.9I11 1I.7U6,J2I: 
I •• I~~~ 19.196,808 24,696:; 

.4.8 70.8 59.5 40.' 
An_ ..•. u •••••• 26J,5S! 529.207 m.762 792.762 1.D7;~ IP79 1.730,593 2,:Jl6,7 73.7 75.5 .5.' ".2 
....................... 2U.1U 6!4.J61 887.115 ",51,519 2)45"14 1,27. 2.7" 2,6J7P85 ...... ,5 .. 69.6 85.1 ".6 ..., 
010 ................. 247111M 1.861.l96 2,108.424 SlI.4!O 2,689,B7. 2,670,2l! 5,451,615 J.W.7tS ',245.497 73.5 68.0 60.9 61.' 
T_ •••••••....•••. 485.111 J,JUTPS. J,192,569 409,268 4,J01,6J7 6.486,J73 6,B95,611 11,559,585 15,274,089 58.5 60.9 33.4 51.7 

..................... 1/f11.71. f,692,JOO f.770/11.O 1,080.101 6,850.121 1,516,547 9,5"' .... 9,895.141 1I.1 .. P5' 67.1 11.4 58.5 61.2 
M ................. U9,1J8 719.105 91 .... 5 268 .... 1.187,509 I.m.m 1,512.799 1.477.lm 1,827.768 6119 75.0 62.2 .5.0 
Jd.ho ••••••••••••••• 1SIP57 720,117 171 .... 54.175 925,819 1,164,.407 1,218,522 1,262.258 1,353,267 14.9 70.0 611.0 68.' 
W, .. I ............... 109.497 25'.469 167,966 210.710 598.706 570,252 IOIPJ2 570.252 "1.032 64.5 ?f.7 645 7 •. 7 
Cob ............... 145_ 1,5If6PJ7 I.SlI.906 JJ1P17 1,B62.99:I 2,JlIf..' 

2,66J,572 2,917,,52 5,542.842 65.7 70.0 52.1 55.1 
N .............. 152.106 191.D67 H5.771 ISIlD J60,77J 61f,7 629.7" 614.766 629.7" 56.2 57.1 5'.2 57.5 
A~ •••••••••••.. 124.092 485,128 609,220 122,614 7",,54 881.168 1,IIK,802 &B),I68 1,oo.s,802 69.0 72.1 611.0 72.B 
u ................... 106.092 610m2 126.164 171lD 84'.1" J,11SptS 1.192,D15 1 .... ,192 l.nl,f66 70.5 70.7 49.0 49.0 
"-'ad •............ 108,66l 190,DI1 298.704 40,559 Jl9,26J 46J,5n SOl,110 f6J,551 5(H.1l0 .... 67.5 .... 67.5 

'.'Ifo ............... fI5,2l9 .... 'P59 9.248.298 579,662 9,127.960 1 • .J06.90S 1 •• 121,675 21.716 •• 17 29.607.'" .... 60.1 59.0 ,5.2 
W ... "n ............... I ...... 1,619.1.3 1,B75,807 2<0.1611 2.122,17' • 5.101,247 5.147"1' 5,513.m ·.::r~~~; 60.5 63 •• 55.1 5U 
Or...,.. •.••••••••... 11J."' ~,!!!.:~I 2,449,099 5.,IlOO 2,S05,099 2.9IB"" 2.974,8U 3.740.J08 B3.9 84.2 65.5 5B.3 
C.lifo,nl •. , ..•••••• 22',817 4 8 7! ..921'92 277 293 5:200;"5 8.286,81S 9.799.21. 16, .. 2.954 21,11B •• 39 59.' 53.1 29.9 24.4 
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benefited, but $18,828,593 of the state and local aid
slightly less than one-fifth of the total-was earmarked to aid 
construction projects. 

All state institutions receiving federal and state aid, of 
course, have additional sources of income from fees, from 
funds and from donations. It is to be noted, however, that 
the federal and state aid represented a much larger propor
tion of the total income of the benefited colleges in the west
ern states than in the East. State and federal aid represented 
only 37.8% of the current income of the state universities in 
the Middle Atlantic states, and 35.4% of their total income. 
In the Mountain states the proportions were 67.8% and 
71.4% respectively. 

The greater dependence of the state universities of the 
West on federal and state support is more strikingly shown 
when individual states, instead of regional groups, are com
pared. The two states where the proportion of federal and 
state aid to the total income of the state universities in 1924 
was highest were Oregon and North Dakota, with proportions 
respectively of 83.9% and 78%. The two states with the 
lowest proportion of federal and state aid to th e total income 
of the state universities were Vermont and Pennsylvania, 
with proportions respectively of 23.3% and 24.2%. 

Moreover, the West is more dependent upon state col
leges and universities for its higher education than is the 
East. As yet, heavily endowed institutions are the excep
tion rather than the rule in the West. In the New England 
states in 1924, only 21.5% of college activity (measured by 
available current revenue) was accomplished through state 
institutions, whereas in the Mountain states the proportion 
was 86.1%. Consequently, the federal and state aid to 
western state universities represent a many times greater 
proportion of the total college revenues of the region than the 
federal and state aid received by eastern state universities. 
In New England, only 8.4% of the current revenues of colleges 
and universities in 1924 represented federal and state sub
ventions. For the state of Massachusetts the proportion was 
4.8%. In the Mountain states the proportion was 58.3% 
and in the West North Central states it was 41.6%. 



CHAPTER VII 

FISCAL . ASPECTS OF HIGHWAY CONSTRUCTION 
AND MAINTENANCE 

H IGHWAYS and roads are not normally thought of 
as public utilities, yet they belong in this category 
as surely as do municipal water systems and power 

plants. They represent capital investments made through 
the government, and it is assumed that, if properly main
tained, they will continue to yield benefits over a long period 
of time. It is to be noted also that their method of financing 
has taken on many characteristics of public utility financing. 
Through the motor vehicle license charges and the gasoline 
taxes, a large portion of the cost is placed directly upon the 
immediate beneficiaries of the highways-the owners and 
users of private cars and trucks-and to this extent the im
proved road and highway system of the country has become 
self-supporting. The remainder of the cost, representing the 
general social benefit, remains a charge on all taxpayers. 
The proportion of highway costs borne by the users of auto
mobiles and trucks has been steadily increasing, until in 1925, 
as will be shown later,' it amounted to almost 50% of that 
year's current highway bill. 

In 1925', the various governmental authorities in the 
United States spent over $1,500 millions' for road and high
way construction and maintenance and for municipal streets. 
Larger expenditures than this were made only for education 
and for the combined protective functions of the various 
governments. In 1925, expenditures for rural roads and 
highways alone amounted to $1,241 millions. And yet, as 
recently as twenty years a~ road and highway expenditures 
were an insignificant item In the public budget. In 1904, it is 
doubtful if the total of all road and highway expenditures 
exceeded JSO millions. Ten years later, in 1914, it amounted 

'8ftp.21loldUa.w- .Da ... iD .... ~ .. ID ....... _ 
• lad ... atJ _ aad __ ,.. 8ft p. 287 01 ........ 
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to about $240 millions. The extraordinarily rapid expansion 
of these road-making and road-maintaining activities during 
the past decade has tremendously magnified the revenue 
problem of the state and local governments. 

THE COUNTRY'S ROAD AND HIGHWAY SYSTEM 

For the United States the term "highway" is a twentieth
century concept. In the nineteen th cen tury, the traffic on 
the country's roads was almost exclusively confined to short 
hauls by farmers to market centers and to a few venture
some bicyclists. Long distance haulage and the great move
ment of industrial commodities which the end of the century 
witnessed were carried on by railroad and water. 

The advent of the automobile re.Presented a revolution in 
transportation, and one of its projections has been to give 
vivid significance to the term .. highway." Engineers now 
classify roads into arterial primary highways which link the 
industrial and commercial centers of the country; into 
secondary or lateral roads which radiate from local centers 
into sun:ounding rural territory; and into local roads which 
serve the' countryside. The heavily-travelled primary high
ways require expensive and durable pavements. Macadam, 
gravel, sand clay, and even graded dirt satisfy the require
ments of most market roads. Local byways and trails for 
the most part must remain as they always have been
winding, unsurfaced, ungraded and picturesque. 

The In"~ast of Total Mi/~age 
The road and highway mileage of the United States was 

2,151,379 miles in 19Q4.. As shown in Table 70, during the 
next five years the increase in mileage amounted to less than 
50,000 miles, but between 1909 and 1914 there was an in
crease of almost 250,000 miles. The next seven years, cover
ing the period of the war, saw an increase of 500,000 miles. 
By December, 1925, the network of the country's roads and 
highways exceeded 3,000,000 miles.1 

, , 
lIt ahoold be noted that f'aciliri .. for the collection of da .. in 1925 .. ..., ..,periar 

to ...... in 1914, 1909 and in 1904, and it may be m..., ...... roado ill aiolCDCC in 
these y .... "hich ...... not ",ported. 
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TABLE 70: TOTAL AND IMPR.OVED HIGHWAY MILEAGE BY 

STATES AND GEOGRAPHIC DIVISIONS, 1904, 1909, 
1914, 1921 AND 1925 

(SoUrcel U.ited Sta. Bureall of Puhlic Road.) 

Su .. 
Hilh- Hilh-. Su .. Su .. I"",, 

M~~ M5:' I"",, I"",, Milo-
Total MiJ... Mi", ... 

Gt'Gfrlphlc ... ... 'Too Surt •• ... ... U 
Di"'WODI Kith .. , 

loS'~ •. Mile ... rJ," 1&'''., Pro .... 14 ...... .1 I Sq. cion of 
Milel Pop .... Milel Pop .... Toral 

01 An. I ..... oIAn. laaoD Mil .. ... 
19tH 

Onited St ............. 2,151,379 72.3 2.6 153,530 5.2 .18 7.1 
New Ent.ncI .•••••• 88,706 143.1 1.5 16,796 27.1 .28 18.9 
Middle dantic ••.•• 188,417 188.4 1.1 10,460 10.5 .61 5.6 
En. North Central .• 364,775 148.7 2.1 n,919 29.7 .43 20.0 
Wea. Nor.h Central. 589,190 115.4 5.4 11,303 2.2 .10 1.9 
South Atlantic . ..... 263,933 98.1 2.4 9,147 3.4 .08 3.5 
En. South Central •. 194,913 108.6 2.5 15,640 8.7 .20 8.0 
Wea. South Central •• 226,305 52.7 3.0 2,398 .6 .03 1.1 
Mountain ....... 0 •• IN:231 14.2 5.8 1,499 .2 .07 1.2 
Pacific . ............ 11909 35.5 3.5 13368 4.2 .41 11.8 

1909 

OnitedS .............. 2,199,645 74.0 204 190,476 U .21 8.7 
N.w~l.nd ••••••• 87,026 140.4 1.3 19,338 31.2 .29 22.2 
Middle d.ntic ..... 181,508 181.5 .9 19,530 19.5 • 10 10 •• 
En. North Central •• 380,994 155.2 2.1 75,042 30.6 .41 19.7 
Woo. North Central. 586,260 114.8 5.0 13,727 2.7 .12 2.3 
Sou.h Adantic ...... 275,450 IOU 2.3 18,400 6 •• .IS 6.7 
Eu. South Central •• 188,915 105.2 2.2 19,075 10.6 .23 10.1 
Woo. South Central •• 261,703 60.9 ·2.9 6,6n 1.5 .08 2.6 
Mountaift .......... 125,962 14.7 4.7 2,784 .3 .10 2.2 
Pacific ............. 11l 827 35.2 2.6 15908 5.0 .37 14.2 

Onited 5 .............. 2,445,761 82.2 2.5 257,292 8.7 .26 16.5 
N ... ~Iand •.••••• 86,718 139.9 1.3 18,038 29.1 .26 2Q.I 
Middle dantic ..... 185,771 185.' .9 31,516 31.5 .IS 17.0 
En. North Central .• 405,245 165.0 2.1 94,365 38.4 .48 23.3 
West North Central. 6..<0,059 127.3 5.4 14,968 2.9 .12 23.0 
South Adantic .••••• 297,192 110.5 2.3 3l,1S4 12.0 .25 10.8 
En. South Central •• 205,191 114.3 2.4 27.627 15.4 .32 13..5 
Wea.SouthCentral .. 312,182 72.6 3.3 13,815 .u .IS U 
\lfountaift •••••••••• l~1I7 19.0 5.5 ~:~81 .6 .16 3.0 
foci6c ............. I 286 44.1 2.9 19 :!I 6..3 .41 14.2 
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TABLE 70: TOTAL AND IMPROVED HIGHWAY MILEAGE BY 

STATES AND GEOGRAPHIC DIVISIONS, 1904, 1909, 
1914, 1921 AND 1925-(Conlinued) 

s ... 
Hieh- Hi,h- s ... s ... raced 
w.~ w., f"..! f ..... Mil .. 

Toral 
M; Mile- Mil .. Mil .. ... 

G~aphic 
~h .... y 

... ... Surfaced ... . .. .. 
DivilioDi PO' per 100 Milcap JJ" U~:.r 

.... 
01 .... 100 Sq. of I Sq. .... ol 

Mile. Popu- Miles Po,. To,,1 
of Am. Ia .... olAno Ia .... Milo-... 

1921 

United States.: ....... 2,941,294 98.9 2.7 387,700 13.0 .36 13.2 
New England ......• 83,295 134.4 1.1 17,n5 28.6 .23 21.3 
Middle Adantic .. ... 186,935 186.9 .8 38,946 39.0 .17 20.8 
Eaat North Central .. 412,753 168.1 1.9 124,298 50.7 .56 30.1 
West North Central. 759,820 148.8 6.0 30,223 5.9 .24 4.0 
South Adantic ...•.. 365,567 135.9 2.6 61,178 22.7 .44 16.7 
Eaat South Central. . 242,745 135.2 2.7 41,478 23.1 .46 17.1 
West South Central .. 416,617 96.9 3.9 23,986 5.6 .23 5.8 
Mountain ......... . 306,382 35.7 8.7 

1{3
39 1.8 .44 5.1 

Pacific ............ . 167180 52.6 2.8 34 87 10.8 .58 20.6 

1925 

United States . ........ 3,006,081 101.1 2.6 521,259 17.5 .45 17.3 
New England ....... 84,346 136.1 1.0 22,115 35.7 .28 26.2 
Middle Adanuc ...•. 192,537 192.5 .8 52,758 52.8 .22 27.4 
Eaat North Central .. 410,562 167.2 1.7 15\,159 61.6 .63 36.8 
West North Central. 700,675 148.9 5.8 51,516 10.1 .39 6.8 
South Adantic ...... 374,756 139.3 2.5 75,788 28.2 .SO 20.2 
E .. t South Central .• 252,076 140.4 2.7 54,758 30.5 .59 21.7 
West South Central •. 418,675 97.4 3.7 34,310 8.0 .30 08.2 
Mountain ......... . 334,489 38.9 8.6 32,827 3.8 .84 9.8 
Pacific .......•..... 177 965 55.9 2.7 46,028 14.5 .69 25.9 

This development was not uniform in different parts of the 
country. In the New England states, for example, road and 
highway mileage decreased from 1904 to 1921, as sections of 
hill roads were abandoned; between 1921 and 1925, however, 
there was a 1.3% increase in the total mileage ill these states. 
In the Mountain states, on the other hand, there was a very 
great increase in highway mileage between 1904 and 1921. 

The progress of new road construction between 1904 and 
1925 has had the effect of bringing all parts of the country 
closer to the ~verage, when road mileage is related to surface 
area. However, when road mileage is related to population, 
it is seen that the variations from the average were much 
greater in 1925 than in 1904. The reason for this curious 
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relationship is that the greater part of the new road construc
tion was in the sparsely settled western states where hitherto 
roads had been few and far between. In the East, with its 
compact population, it was not necessary to build many new 
roads, as the coun tryside was well supplied. 

Table 70 shows that in 1904, 7.1% of the total highway 
mileage of the country was graded and surfaced, as compared 
with 10.5% in 1914 and 17.3% in 1925. All parts of the 
country, with the exception of the New England states, 
where even in 1904 a considerable proportion of the road and 
highway mileage had been surfaced, shared in this develop
ment. The increase in surfaced mileage was most spectacu. 
lar in the western states, for they had fewer miles of surfaced 
roads to begin wi th in 1904. 

Sial, Highway Support 
It was early seen that highway construction-the building 

of arterial, primary roads for interurban traffic-was an 
issue that transcended township and even county lines. As 
early as 1891, New Jersey provided for state aid as an en. 
couragement to the construction of a system of surfaced 
arterial highways by the counties and made an appropriation 
of $75,000 for 1892.1 Massachusetts followed suit It! 1892 
and Connecticut and California made similar provision in 
1895. Indiana, South Carolina and Texas, the last three 
states to take such action, did so in 1917.1 

It was not long before it was realized that co the inevitable 
consequences of local control of primary roads are piecemeal 
construction, inadequate and varyin~ construction and main. 
tenance standards, lack of coordination and the continuance 
of costly gaps in the' system, ex~ve costs because of the 
lack of knowledge of recent develof.ments and of the results of 
scientific tests and investigations." State aid was felt to be 
insufficient; there should be state control of the construction 
and maintenance of arterial highways, at least. As in the 
case of the state aid policy, the New England and Middle 
Atlantic states, with Maryland and California, were the first 

• Public Rao.b, Muda. 1919-
·U. S. Ilepanm<a ..... Aaritu1_ .Aaritu1 ...... y_ Boat,-I924, Po 91. 
·H ....... ., FIawate CGmmi_ .... tile Natioaol T"" Asoociatioa, -Pl-d' = .... 

K""...., F __ • 1're«M",." ... N..u-J T. 4_ c..J-.lnt. 
Po 417. 
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to adopt the system of outside control, the only exception in 
this group being Vermont. Massachusetts deserves the credit 
for having originated the idea of establishing a system of state 
highway construction and maintenance, largely through the 
aid and control of the state.' In Pennsylvania 10,236 of 
the 91,556 miles of roads and highways, or 11.2%, were 
state routes in 1914; in Maryland the state mileage was 
1,178, or 7.2%, of the total. 

TABLE 71: STATE AND LoCAL HIGHWAY MILEAGE, 1921 
AND 1925 

(Source: United Statal Bureau or Puhlic: Road.) 

Toeal State ..... 1 
Geo.cr.pbic: Divitioa. ~h"'J ' ..... ~hw., 

!leap ~:::: 

19/1 

United States ....•............. 2,941,294 198,592 2,742,702 
New England .••............. 83,295 10,548 72,747 
Middle Adantic .•..••.•....•. 186,935 17,529 169,406 
East North Central. ..•.••.•.. 412,753 27,908 384,845 
West North Central ..•.....•. 759,820 37,477 722,343' 
Snuth Adantic .•.•........... 365,567 26,470 339,097 
Eaat Snuth Central ..•.....•.. 242,745 5,555 237,190 
Weat Snuth Central ••••••..... 416,617 30,866 385,751' 
Mountain .................. . 306,382 28,672 277,710 
Pacific . ..................... 167,180 13,567 153,613 

19/5 

United States .... .............. 3,006,081 274,909 2,731,172 
New England ...•••••.••..... 84,346 12,290 72,056 
Middle Adantic ...•.•.•..•••. 192,537 26,201 166,336 
Eut North Central ......•..•. 410,562 36,485 374,077 
West North Central .......... 760,675 47,003 713,672 
Snuth Adantic ......•.......• 374,756 34,456 340,300 
Eaat Snuth Central .•••••..... 252,076 22,501 229,575 
Weat Snuth Central ..••.•.•.. 418,675 39,612 379,063 
Mountain ..... .•............ 33j:::W 4~~ 292,431 
Pacific . ..................... 177 65 14 3 163 662 

J In 1921 Kana .. had 128,552 mil .. of rural ronda; no .tate road&. 
I In 1921 Arlwwuo had 74,866 mileo of Ioca1 JOadI; DO .ta'" road&. 

Per Cent 
ofTo,aI 
Milnte 
That II 

Jil!:e 

6.8 
12.7 

9.4 
6.8 
4.9 
7.2 
2.3 
7.4 
9.4 
8.1 

9.1 
14.6 
13.6 
8.9 
6.2 
9.2 
8.9 
9.5 

12.6 
8.0 

As shown in Table 71, there were 198,592 miles of highways 
reported to the federal Bureau of Public Roads as under 
state control in 1921. These state highways constituted 

J Public Ronda, Febrnary, 1919. 
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6.8% of the total road and highway mileage of the country. 
The proportion was highest in the New England, Middle 
Atlantic and Mountain states, 12.7% in the first group and 
9.4% in the two latter groups. It was lowest in the Central 
states. Vermont, which entered upon a program of state 
control somewhat later than its neighbors, led all the states 
in 1921, with 29.1% of its roads and highways under state 
control. In Colorado and New Mexico the proportions were 
16.9% and 12.1%, respectively. In Rhode Island the ratio 
was 15.3%. Maryland alone of the southern states could 
show a proportion above 10%. 

By the close of 1925, the proportion of roads and highways 
under state control for the country as a whole had risen from 
6.8% to 9.1%. The regional groups of states continued to 
occupy the same relative position in this year as in 1921. 
However, it was now Rhode Island that had the highest 
proportion of its road and highwa, system under state con
trol-768 miles out of a total 0 2,374 miles, or 32.4%. 
Vermont followed closely with a proportion of 30%. New 
Mexico had a proportion ofl9%, New York 17.1 % and Mary
land 15.5%. 

Prol"'SS i" Co"slructio" oj Su1jfKttl Roads 
As shown in Table 72, of the 153,530 miles of improved 

roads and highways in the country in 1904, 149,509 miles, 
or 97.4%, were surfaced with sand-clay mixtures, gravel or 
macadam. For the horse-drawn traffic of the day, these 
surfaces, and particularly the water-bound macadam, were 
sufficient. They held their grades and, if they rutted, traffic 
was not seriously impeded; moreover, such unevenness was 
easily repaired with a scrapeii' and roller. California, by 
this year, had constructed 2,541 miles of oiled roads and 
Ohio was experimenting with 44 miles of such roadway. 
Indiana had 98 miles of brick roads and Illinois, Minnesota 
and Iowa had shorter stretches. III the South Atlantic sta~ 
shell roads were very common, while stretches of chert and 
slag surfacing were to be found in other states. 

By 1909, an even larger proportion of road and highway 
mileage, 980/0> was surfaced with sand-clay, gravel or water
bound macadam. California was temporarily abandoning 



TABLE 72: HIGHWAY MILI!AGE BY TYPES, 1904, 1909, 1914, 1921 AND 1925 
(Source: United Statu Bureau of Public Road.) 

PerCent 
PerCent Surfaced.. PerCent 
Sand-da'd Surfaced- treated Surfaced- PerCent PerCent Sand .. d"d Gravelao tn.!~ed._ .nd Mphalt treated Portland PerCent 

Total Gr.vel an Warer- Bitumi- and Biro- Portland Cement Brick 
Ocher Other and Bitu- Road. to GeD,faphic Divirion. Mileaae Water.. bound Bitumi .. noul minoul minoul Cement CODCrete Brid: Total Road. Road.to 

Surfaced bound Macadam noul M • .,. Conerete Concrete Com::me Road,to Miteaae Mileage Mile .. ., Total 
, Macadam Road, CO Macadam adam Mile_. ROld, to Mileqe Total Milu&e 

Mileaa. Total Milo ... Road. Total MilCllc Surf.«d Surf.ced 
Mile"e toToral Milea&e Surfaced 
Surr.ci:d Mileaae Surfaced 

Surf.ced 

19tH 

United St ............... 153,530 149,506 97.3 2,587 1.7 3 • .. .. 113 .1 1,321 .9 
Ne" Enxland .••.•.... 16,796 16,786 99.9 2. • .. .. .. .. .. .. 8 • 
Middle dantic ••..•.. 10,460 10,420 99.6 .. .. .. .. .. 40 .4 
Eaat North Central .•.. 72,919 72,761 99.8 44 .1 3 • .. .. 98 .1 13 • 
Weat North Central •••• 11,303 10,914 96.6 .. .. .. .. .. .. 15 .1 374 3.3 
South Adantic ••••.•.• 9,147 8,540 93.4 .. .. .. .. .. .. .. .. 607 6.6 
Eaat South Central .••. 15,640 15,566 99.S .. .. .. .. .. .. .. .. 74 .S 
Weat South Central .... 2,398 2,338 97.5 .. .. .. .. .. .. . . .. 60 2.S 
Mountain ............ . 1,499 1,499 100.0 

2,'541 
.. .. .. .. .. .. .. .. 

i:l Pacific .. .. , .......... 13368 10682 79.9 19.0 .. .. .. .. .. .. 145 

1909 

United St ............... 190,476 186,795 98.0 1,253 .7 9 I 2 • 289 .2 2,128 1.1 
N ... Enll.nd ......... 19,338 19,315 99.9 23 .1 .. .. 
Middle tlanric ..... .. 19,530 19,139 98.0 311 1.6 9 • .. • 31 .2 40 .2 
Eaat North Central .•.. 75,042 74,730 99.6 61 .1 .. .. .. 236 .3 15 • 
Weat North Central ••.• 13,727 13,043 95.0 50 .4 .. .. 2 • 22 .2 610 4.4 
South Atlantic. ,I, ••••• 18,400 17,381 94.4 10 .1 .. .. .. .. .. .. 1,009 5.5 
Eaa. South Central •.•• .19,075 18,977 99.5 2 • .. .. .. .. .. .. 96 .5 
Weat South Central •••• 6,672 6,442 96.6 15 .2 .. .. .. · . .. . . 215 3.2 
Mountain ............. 2,784 2,761 99.2 23 .8 .. .. .. · . .. . . 
P.cific ................ 15908 15007 94.3 758 4.8 .. .. .. .. .. .. 143 .9 



1911 

Vni .... S ................ 257,2n m,II5 87.9 14,121 5.5 500 .2 2,173 .8 1,692 .7 12,691 4.9 
N .... ~ .............. 18,oos 14,514 80.5 1,773 9.8 . 45 .25 42 .25 I I 1,663 9.2 
Middle ..... ric ....... 31,516 19,104 60.6 3,881 12.3 149 .5 246 .B 519 1.6 7,617 24.2 
Ea.. North Centro! .... 94,365 91,102 96.5 1,639 1.7 . . .. 708 .8 760 .8 156 .2 
w ... North Centro! ••.. 14,968 14,773 98.7 III .8 36 .2 19 .1 29 .2 
&oath Adanric •..••••. 32,154 28,581 88.9 1,540 4.8 306 1.0 43 .1 367 1.1 1,317 4.1 
F.M' &oath Centro! .••. 27,627 27,203 98.4 266 J.o .. .. 19 .1 .. .. 139 .5 
W ... &oath Central. ••• 13,815 12,331 89.3 188 1.4 .. .. 32 .2 .. .. 1,264 9.1 
Mountain ........... ,_ 4,881 4,596 94.2 53 1.1 .. .. II .2 221 4.5 
Pacifi ................ 19928 13911 69.8 4,670 23.4 .. .. 1036 5.2 26 .1 285 1.5 

1921 

United St.fa ........... 387,760 321,274 82.9 29,573 7.6 6,579 1.7 15,611 4.0 3,333 .9 11,390 2.9 
N .... E1,.nd ......... 17,725 13,779 77.7 2,766 15.6 571 3.2 353 2.0 9 .1 247 1.4 
Middle donric ....... 38,946 15,281 39.2 11,061 28.4 1,578 4.1 2,340 6.0 572 1.5 8,114 20.8 
Ea.. North Centro! .••. 124,298 109,683 88.2 5,910 4.8 552 .5 5,633 4.5 1,733 1.4 787 .6 
W ... North Centro! .••. 30,223 28,737 95.1 374 1.2 124 .4 817 2.7 157 .5 14 .1' 
&oath Ad.nric •••••... 61,J78 52,446 85.7 4,344 7.1 1,035 1.7 1,753 2.9 778 1.3 822 1.3 
Ea.. &oa.h Cen.,.1. ••. 41,478 38,928 93.9 2,097 5.1 141 .3 209 .5 II I 92 .2 
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I Uu than .oS " .. 
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its oiled roads, and in 1909 there were only 7381 miles of such 
roads in the state, as against the 2,541 miles in 1904. A 
number of other states had constructed short lengths of 
surface-treated macadam roads, but the total mileage in the 
country was now only 1,253 miles. Pennsylvania had built 
nine miles of asphalt roadway, and Nebraska could boast 
the novelty of two miles of Portland cement concreted roads. 
The mileage of brick roads had more than doubled, and there 
was considerable increase in the niiscellaneous group. 

By 1914, serious consideration was being given to the prob
lems of highway construction raised by the advent of the 
automobile. As yet there was no large interurban movement 
of heavy trucks, but passenger cars had become common on 
the roads. The result was a rapid increase of highway 
mileage, surfaced to meet the growing needs of the new 
automobile traffic. 

It was not simply that those stretches of highway, now 
being improved for the first time, were surfaced with the 
more durable materials. Existing sand-clay and gravel 
mileage was replaced by asphalt and concrete. In the New 
England, and Middle Atlantic and Pacific states, several 
thousand miles of water-bound macadam highways were 
given a bituminous coating between 1909 and 1914, in order 
to make them more suitable for motor vehicular traffic. By 
the end of 1914, there were 14,121" miles of oiled and sur
face-treated highways in the several states. 

In the same year there were 500 miles of asphalt and 
bituminous concrete highways, mostly in the Middle and 
South Atlantic states. Over 2,000 miles of highway were 
surfaced with Portland cement concrete; California alone 
had 1,036 miles of such highways. There were 1,692 miles of 
brick highways, for the most part in the Middle Atlantic and 
East North Central states. Moreover, there was experi
mentation with every type of surfacing imaginable at this 
time, from coral to sheet steel, and the unclassified types of 
surfacing amounted to nearly 13,000 miles. As a result of 

• 653 mila of oiled dirt toads and ~5 mila of bitwnillOUl m,,,,d,m 
, Includes 10.500 of bitwnino .. mac.odam roods, che remaioder beins oiled dirt 

and oimilar .urfaci .... 
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these developments the mileage of the clay and gravel and 
macadam roads was now but 87.9% of the total. 

During the war period much urgent highway construction 
was postponed, but there was nevertheless significant trans
formation of the country's highway system. In the Middle 
Atlantic states, in 1921, 28.4% of the surfaced road and 
highway mileage was of bituminized macadam and another 
6% was of Portland cement. In California, 2,613 miles of the 
14,275 miles of surfaced highway was surfaced with Portland 
cement concrete. 

In all, of the 387,760 miles of surfaced roads and highways 
in the country in 1921, 82.9% were still of sand-clay, gravel 
or water-bound macadam, 7.6% were of surface treated 
macadam, 1.7% were of asphalt and bituminous concrete, 
4% of Portland cement concrete, and somewhat less than 1% 
were of brick, while 2.9% were of miscellaneous materials. 

Between December 31, 1921 and January I, 1926, there 
was a further decrease in the proportion of sand-clay, gravel 
and macadam mileage to total surfaced mileage, although 
there had been an increase in the actual mileage of these 
types of roads during the interval. The proportion for the 
country as a whole was 79.2%. The lowest average was in 
the Middle Atlantic states where the proportion was «.4%. 
The Mountain states averaged 95.1%. 

Surface treated macadam highways represented 10.4% 
of the country's surfaced mileage in 1925, and asphalt and 
bituminous roads, 2.1%. The proportion of Portland cement 
concrete highways, meanwhile, had increased to 7.20/0- In 
the Middle Atlantic states 14.5% of the surfaced highways 
were of this type, and in the Pacific states 12.70/0-

SIIrj.mJ Higla_,s I, StIlUS, 1925 
Table 73 presents the road and highway situation by indi

vidual states as of December 31, 1925. It is seen that there 
was wide variation among the states. Whereas at the end 
of 1925 Indiana had 65.8% of its total road and highway 
mileage surfaced, in four states-Montana, North Dakota, 
Oklahoma and Wyoming-the proportion was less than 20/0-
In South Dakota, there was but a single mile of concrete r0ad
way and none of asphalt or even surface-treated macadam 
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The 3,006 miles of roadway that were surfaced and graded 
were of the cheaper and less effective sand-clay and macadam 
types. In Connecticut, on the other hand, only 16.1 % of the 
surfaced roadways of the state were still of this type. 

In Delaware, 61.6% of the surfaced roads and highways 
were of durable concrete at the end of 1925. In a consider
able number of other states, however, the mileage of concrete 
highways was insignificant. While some states could show 
complete highway systems, there were others that had still to 
make their first efforts toward planning and constructing 
such coordinated systems. 

DISTRIBUTION OF HIGHWAY EXPENDITURES 

In 1925, the state and local governments spent $1,241 
millions for highways (exclusive of city streets). The func
tional distribution of this expenditure is shown in. Table 74. 

Expenditures for Highway Construction 
The country is still engaged upon a program of road and 

highway construction which began before the war and which, 
if the plans of the federal Bureau of Public Roads and of the 
state highway departments are carried out, will continue 
for years to come. Of the total of $1,241 millions spent 
for roads and highways in 1925, $651.9 millions, or more than 
50%, was spent on new construction projects. The West 
North Central states devoted the largest proportion of their 
road and highway expenditures to construction projects, 
their percentage being 62.5. This group of states has always 
been well above the average in the proportion of its total 
road and highway mileage to area and to population, but 
only a very small proportion of this road and highway system 
was improved up to 1921, as was shown in Table 70. Be
tween 1921 and 1925, however, their mileage of surfaced 
roads was nearly doubled. In 1925, these states embarked 
upon a broad program of highway improvement; their ex
penses for new construction were high, whereas increased 
payments for repair and upkeep and for service on the high
way debt were still in the future. 

It should be noted that the five states in this group in 
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which construction expenditures constituted more than 70% 
of their highway bills-Missouri, North Dakota, South 
Dakota, Nebraska and Kansas-all had very small propor
tions of their road and highway mileages surfaced in 1925, 
as shown in Table 73. 

The two states that ranked lowest in 1925 in the proportion 
of construction outlays to total road and highway expendi
ture were Rhode Island and Arkansas. In the former the 
proportion was 27.1 %, in the latter 28.7%. In Rhode Island, 
the proportion was low because the state had practically 
completed its highway program in 1925 and had a well-knit 
system of roads and highways, a large proportion of which 
was surfaced. In Arkansas, on the contrary, the highway 
system is in the hands of the local governments, with little or 
no state control. In the past an excessive proportion of this 
construction by the localities has been financed by borrow
ing, with the result that more thanone-thirdoftheSI7,201,OOO 
spent on hi~hways in Arkansas in 1925 went to service on the 
road and highway debt. 

ExpmJitu,.,s for Highway De'" SmJit:t 
Of the total of Sl,241 millions spent on the country's 

roads and highways in 1925, S176.4 millions, or 14.1%, 
were devoted to the payment of interest and to the repay
ment of principal on highway indebtedness. Seven states
New Hampshire, Vermont, Connecticut, WISconsin, North 
Dakota, Kansas and Arizona-reported no payments for 
debt service. On the other hand, in Arkansas, debt service 
absorbed 33.7% of the total of road and highway ex
penditures in 1925, and in New Jersey the redemption of 
SZO,589,OOO of the highway debt in that year accounted for 
nearly two-fifths of the state's total road and highway bill. 

SOUIlCES or HIGHWAY REVENUE 

During the twenty-year period of highway finance under 
consideration, changes of far-reaching significance have 0c

curred in the sources and distribution of highway revenue. 
These changes are reflected in Tables 7S and 76 and Chart 12, 
which present the amounts of road and highway revenue 
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TABLE 75: SOUR.CES or STATE AND LoCAL HIGHWAY REVENUE, 1904, 1914, 1921 AND 1925 
(Source: United Statel Bureau or Puhlic Road.) 

(AmouDU in Tbouhnd.) 
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New E, .. nd ........... 7,3R' .. 1.119 1.119 .. .. .. 6,'65 6,165 

0'54 
.. .. 

Middle tlaadt' •.•••••.• \l,'ll " 1.4'4 1,.3. .. .. .. I1,.21 10,667' .. .. 
EUI Nonh Centnl •••••• 17,427 .. .. .. .. .. .. 17,427 13,6131 3,814' .. .. 
W .. t North Cu.u.I •••••. 10,m .. .. .. .. .. .. 10 •• 17 7,37() 3,()17' .. .. 
South Adantic .••••••••• 7,221 .. 14 14 .. .. .. 7,107 •• 4291 2,7781 .. .. 
[&It South Central .•••••. 6,639 .. .. .. .. .. .. 6.639 2.2251 ",414 .. .. 
W. South Cenual •.•. ,. 6.12f 'iso- .. .. .. .. .. 6.324 3.0821 3.2f21 .. .. 
Mountaia •••••••••••••• , 2,300 S1 57 .. .. .. 2,002 l.f71 531' .. .. 
Pariic, ••••••••••• , •••• , •• J90 .. II II .. .. .. 4,379 •• lfl 238 .. .. 

1914 

Uni," Statel •• I •••••••• ' ~18l,3" "40' • • • .. .. • • • • .. 
N_ E"lland, •••••••••• n.slo .. l'i.~9~ • • .. .. ~,91l • • • .. 
Middle dandc .•••••••• 30,307 .. 9.9)7 • • .. .. ,460 • • • .. 
Eut Ngnh Ctntnl •••••• 38.511 .. 4.flO 54,410 .. .. .. '4.161 al',m am 5461 .. tv"' Nonh c...uaI •••••• 32.6J5 .. 1,901 1,904 

'jll6 .. .. 3O,7lI 28,014 736 1,1f7 .. 
th Ada.tic •••• I ..... 19.721 ,. 4,'''' 4,17' .. .. Il.m 14.131 n. 194 .. 

Ea. South <Antnl ••••••• 8.H9J .. 163 I4l 
l~ .. .. 8.730 7,736 90S ., .. 

W .. Sou,h c...traI ••.••• 10.649 '240' l87 177 .. .. 10.06' 9.1l0 l66 I .. 
Mount.aia ............... ',002 "Oll 99l 30 .. .. 7,800 7

1
168 " 47 .. 

P.ok .••••••.•..•..••. 21 ,'A19 .. • • .. .. • • .. 
• , ....... toatI COIIatnItIicm ud; .. aia ..... i. Yellowttoa. N,tioaal Park 

Bomb 
Other 
Hi,h. .. , Total Stlte Lo.oI 

R.venu 

.. Sl.65a .. al,6S8 .. .. .. .. .. 
2:186 

.. i:l:f .. .. .. 6l .. .. 87 .. 87 .. m .. 383 .. ~37 .. 937 .. .. .. .. .. .. .. .. 

• as',Oll "7,973 al6,9" • 1.926 1,485 441 • ID.f68 10.000 468 
al02' 17,874 .. 17,87. 
834 48S ., 48S 
l80 4,1Ol .. 4,1Ol 
.7 3.862 .. 3,861 

l75 4,68< .. .. ~ 
185 30J 

6;488 • 100lI8 4,010 



., .................... . 
,,_ EaobooI •••••••••• .. ~ .. -....... . I. North c-.r ... __ .. 
w. Nordt c.u.t •.•.• _Adudc ........ . 
t •• Io.dt c-r.I .••••• 
Yi_ s..cr. C-U ... H" 

~=.e~ ............. . 

I9ZI 

19ZJ 

'16,405 

7;3Sf 
Z,108 

~ 
2.9110 

• [Mlud. "''' tIIoaaadt don.tionI to Ibte (Delaware); 1842 tIIou.and. 
IlliKelI.neou. refund. and tramfen. and SUI thouuad. con-nct labor .epro~ .. 
Iioa CViraini.)l~ .nd S2SO thouund. PIa and rent. of machiDeryl.!U' (lieo!'aia'. 

-Includes ..,19 tbounnch rental of equipment (Montana); ~IS thouu.Dd. 
fedtnll (orur fund •• Sl8f thou .. nd. oil royalti., Sl)f thoUPDQ donaticml, and 
SUS It-und, rata! of cqwpmmt (W)'OIIIina); aad J60 mou...ut.atate Primal 
lund (Amon.). • 

u Indude. '.,218 thouaad. federal f'orat atlobneat (CaliFomi.). 
nOhw', IUIlOUId: (J6f78 thoaane") conti .. aImo.t eatirelJ' of_til 

.Ml .buni~, PI'OpenJ' ~ tnnslen frDm ... .noaa (uDd .. 
u Induda 1lI81 thoutuuk reluad. receind 011 equipmeat, ... willa, er.c., .. 

nfuad paid fedual aid to toWDI (Connecticut). 
II Indud. ,lUI thoaauub QClCiai UIaIIIleIICI qaiDft ahatti:q propeftJ' 

(law.). 
II Indud.SS30 tboulUlb kdenl Corea: road 'uad. (Qreaon). 
ulnducla oil 101!:lria ~aid by the United Sea_ Gonmmear.-M ... taa8 

(JJO ........... ) .... W,.....,. ($I,m .......... 0). 



TABLE76: PERCENTAGE DISTRIBUTION OF STATE AND LOCAL HIGHWAY REVENUE, 1904, 1919, 1921AND192S 
(Nationallnduatrial Conference Board) 
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raised in 1904, 1909, 1921 and 1925 in each of the regional 
groups of states, and the percentage distribution of this 
revenue by types of revenue and by the governmental 
agencies that raised the revenue. 

Slale os. Local Highway Support 
Of the '1>75,965,995 of current highway revenue raised in 

1904, local governments were responsible for '1>73,080,473, or 
96.2%. The contribution of the states to the country's high
way program was less than 3.5%. All of the highway bond 
issues of that year, except in Massachusetts, were floated 
by local governments. 

Ten years later, in 1914, the states raised 17% of the coun
try's current road and highway revenue,. and were respon
sible for 32.7% of the year's highway bonds. In 1921, the 
states raised 25.8% of the current road and highway revenue 
and local governments 63.3%, while federal aid represented 
10.9% of the total. In 1925, the proportions were 37.3%, 
52.9% and 9.7% respectively. In this year, moreover, 49.5% 
of the '1>285,815,138 of highway bonds were state issues. 

To put it in another way, between 1904 and 1925 the cur
rent road and highway revenue of the states increased 136-
fold, whereas local road and highway revenue increased less 
than sevenfold. This change in the proportions of state and 
of local highway revenue parallels the growing responsibility 
of the states for the construction and maintenance of roads 
and highways. 

Proportion oj CUfTmI Rnmues 10 Loans 
Twenty years ago, 93% of the roads of the country were 

of dirt, ungraded, rutted and cobbled. Most of them were 
never "constructed"; they developed out of foot and cow
paths. No large outlayli of money were necessary to layout 
such roads or to condition them. Statute labor or the or
dinaty tax revenues sufficed to cover the cost of any new 
construction that was undertaken, as weD as to maintain 
existing roads. Only for the graveUingof main travelled roads 
and for the paving of city streets did borrowing become neces-

I The P.a& _ ...... ....., • diltribatiaa 01 the ftIIId aDd hisJnra1--
be made, are DOt iDduded in chia caIcuWiooa.' . 
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sary. The $3,657,621 of highway funds borrowed by local 
governments in 1904 represented only 4.6% of the gross road 
and highway revenue ofthe year. 

The concrete and bitumen highways suited to the rapid and 
heavy automobile traffic of today are engineering feats of the 
first magnitude. Their cost runs into tens of thousands of 
dollars per mile. It would be unwise, if not impossible, to 
construct such highways entirely out of tax revenues. Either 
an intolerable tax burden or a disastrous retardation of con
struction would result. 

The construction of highway systems during the past ten 
years could only be, and has been accomplished, through a 
liberal resort to the public credit. In 1914, 22.9% of the 
gross road and highway revenue of the year was derived 
from loans. In 1921, a sum of $438,109,273 was borrowed 
for highway construction, and it constituted 38.1% of the 
year's gross road and highway revenue. The peak of bor
rowing for highway purposes was reached during the years 
1920 to 1923. Since 1923, there has been a decline in such 
borrowings. In 1925, such loans totalled $285,815,138. 

PrincipiIS of Borrowing for Hig!a_y PurpoSIS 
Certain fundamental principles are important in deter

mining borrowing for highway construction and maintenance. 
It is generally held that only original construction should be 
financed through loans. During the lifetime of a highway 
it may have to be resurfaced and more or less completely 
repaired several times. These processes are best treated as 
current expenses to be met out of tax revenues. Any other 
policy would be a doubtful use of the borrowing power. 

The need of a soundly constructed, well {laved system of 
highways suitable for motor traffic was qwckly felt as the 
automobile was developed into a universal medium of trans
portation. An immense amount of expensive road construc
tion had to be undertaken-and to be undertaken im
mediately-by both the states and the localities. Here was a 
«rush job," and there could be no adapting it to the sluggish 
flow of tax revenues. Several states, like De1aware,l have 

1 See N.lioaallaol-w Coa' co IIaerd, -Toe F..I l'IobIom ;. ~-
1!1l7, Po.L 
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now completed their highway system as originally planned. 
Other states will bring their programs to completion within 
the next few years. However, even after these initial state 
systems are finished, there will still remain a considerable 
mileage of highway to be constructed each year, as new 
territories are opened up and as cities expand in size and im
portance. This later highway construction will be a capital 
expenditure of a "continuing" character. It could be very 
properly covered by tax revenues rather than by borrowing.' 

Slalule Road Labor 
During the nineteenth century, the public roads were con

structed and maintained exclusively by local governments
counties, townships and road districts-and the work upon 
them was done by statute labor. Instead of collecting taxes 
and paying for hired road labor out of this revenue, the free
holders of each district were called upon to work for a speci
fied number of days on the roads of their districts. They 
came together at the appointed time with plows, barrows, 
scrapers and rollers and, in a leisurely, neighborly fashion, 
they put their local roads into condition for the season. As 
late as 1889, no cash or property taxes for road purposes were 
levied in Kentucky, South Carolina, Georgia, Alabama, 
Mississippi, Louisiana, Nebraska or Utah." By 1904, al
though all states had provided for financing the construction 
and maintenance of roads and highways either by property 
taxes or by labor taxes payable in cash, labor and cash were 
in many cases more or less interchangeable. Twenty-five 
states still had statute labor taxes on their books, and eleven 
others had poll taxes payable in labor. 

Of the 1>75,965,995 of current road and highway revenue 
in 1904, 1>19,818,236-more than one-quarter-represented 
the value of statute labor utilized by the localities. The 
proportion was highest in the East and West South Central 
states, where the percentages were respectively 66.5 and 
51.3. In Mississippi the proportion'was 78%, and in Alabama , 

• This _ the opinion of the Committee 00 High ... y YUlan"" of the N.riona1 
Tax Aooociaticm, ProudiftKI. 1924, Po 418; -. aJoo, N.riona1 laduotria1 Coal .... 
....., Board, .,. m., pp. ~ 

U. S. Bureau of Public Roods, Bulletia 32, Po 20. 
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it was 79.7%. In the New England states, on the other hand, 
statute labor had been completely commuted into cash pay
ments, while in the Pacific states it represented only 5.4% of 
the total current road and highway revenue. 

A complete classification of road and highway revenue in 
all states is not available for 1914, but whereas statute labor 
constituted 35.4% of the current highway revenues of the 
North Central, South Central, South Atlantic and Mountain 
states in 1904, in 1914 the proportion for these states was 
only 3.3%. Even in the East South Central states, statute 
labor represented only 10.2% of the total highway revenue 
in 1914. By 1921, this type of roadway maintenance had 
practically ·disappeared. 

Road Properly Taxes 
The property tax has always been, and still is, the pre

dominant element in the total of current road and highway 
revenue. As other sources of highway revenue have been 
developed, however, its relative importance has declined. 
In 1904, nearly ~fourths of the current road and highway 
revenue represented local and state property taxes and state 
appropriatlons for the most part derived from property taxes. 
In 1925, the proportion was 48.6%. 

It is significant that in 1904 and in 1914 practically the 
entire road and highway revenue of the state governments 
was derived from property taxation. The local governments 
of the country, utilized both contract labor and convict 
labor, and in 1914 they raised considerable revenue from 
other sources, such as saloon licenses. During the past dec:
ade, this situation has been reversed. The states have do
veloped the motor license charge and the gasoline tax, which 
in 1921 and in 1925 contributed far more state highway 
revenue than did state property taxes and appropriations. 
The local governments also receive some roadway revenue 
from motor license charges and gasoline taxes, but Dot nearly 
as much as the states. They have discarded statute labor' 
and have not developed any other sources of highway revo
nue. Consequently, while in 1921 and 1925 property taxes 

'N_ Yorio ""'''' otiII .......- _ ............... _ aM -.l 01_ ... 
runl ....... 
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contributed only 36.7% and 14.9% respectively of the cur
rent road and highway revenue of the state governments, 
the proportions for the local governments were 84.1% and 
81.2% respectively. 

Special Highway Assessments 
The special assessment, or "betterment tax," has long 

been used by cities in the United States to finance the paving 
of their streets. The theory is that such street construction 
and paving adds definitely and measurably to the value of 
abutting property. The whole of the cost of the operation, 
or a part of the cost, is therefore charged directly to the 
property. In .theory the charge should never exceed the 
added increment of value, and in practice the law usually 
protects property owners from such overcharge. 

States have made little or no use of the special assessment 
in constructing their highway systems. It has not been an 
uncommon method of financing the construction of rural 
roads, however. In fact, when small road districts are set 
up, charged with constructing and maintaining specific short 
sections p( roads and highways, and financing this activity 
by property taxes, the effect is often that of levying special 
assessments, although the procedure is cloaked under the 
form of the property tax. 

In Arkansas, where constitutional restrictions limit both 
local borrowing and local property taxes, the special assess
ment has come to be the main support of the rural roadway 
programs. The road charges are levied on the neighboring 
farmers, usually on an acreage basis: with allowance for dis
tance from the road in question. So utilized, the special 
assessment is found to have serious drawbacks. Beyond 
question, the value of the roads constructed exceeds the cost 
of the construction and maintenance, but this value accrues 
in very small part to abutting property owners. Their crops 
have a world market, and better roads reduce the cost of 
transportation to only a lIiight degree. The resulting im
provement of social life ~ hardly measurable in terms of 
dollars and cents. The farmer proprietor finds that he must 
pay far more for the highway passing his property than he 
gains in dollars and cents benefit. 
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This must always be the experience of throwing the entire 
burden of rural highway construction on local special assess
ments. Highways are costly projects. They are worth while 
because they link city with city, and stimulate the general 
economic development of the region. Only to a minor degree 
does abutting :{'roperty gain an increased value, and the 
amount of the mcrease is not likely to equal the cost of a 
modern permanently constructed highway.1 

Motor P,hid, License Charg,s 
The first state to obtain revenue from motor vehicle license 

charges was New York. In 1901, these charges totalled 
$954.' As one state after another provided for motor vehicle 
registration, even though regulation and not revenue was the 
aim of these laws,- the revenue obtained from this source 
increased by leaps and bounds. In 1913, $8,192,253 was 
collected from these charges. In 1920, the figure was $102,-
546,212. Five years later, it amounted to $260,619,621; and 
in 1926, to $288,282,352.' 

As will be seen from Table 781 not all of this revenue from 
motor vehicle license charges i.s utilized for road and highway 
purposes. Of the $260,619,621 collected in 1925, $14,149,003 
were utilized for other than road and highway purposes. 
This is a much lower proportion than in the early days of the 
tax. In 1914, of the $5,356,020 collected by the North and 
South Central states, the South Atlantic states and the 
Mountain states, $3,285,675 was diverted to other than high
waypurposes. 

As the motor vehicle license revenue has increased in 
amount, and as an increasing proportion of it has come to be 
earmarked to road and highway construction and main
tenance, its relative importance as a contribution to highway 
revenue has increased. In 1904, not a single state was using 

'0.. the Arbua ._ ..... _ c.o. a...-N ..... T_ ",..;.,;. ..... 
Ii_, Val. 12, pp. 136-7 ...... AD onicIe is q;, t ... F~ Dec. 1926, by tile 
..... uthor .. 

• H. R. Tna ...... -Matao-Vobicle TIDb.,,: Raift"' ........ Val. n. p.6G. 
• See p. :at fIi dUo __ 
• Mania, -The r.to- Vobicle ....... -I..itmR,. N .... T_ 4 ...... 

....... April" 1927. 
• See p. 221 fIi dUo __ 
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motor vehicle license revenue specifically for roadway pur
poses. In 1914, in the North and South Central states, the 
South Atlantic states and the Mountain states-for which 
groups of states data are available, but which at that time 
were not making as extensive use of motor vehicle license 
charges as the New England or Middle Atlantic states-the 
proportion of motor vehicle license revenue to total curren t 
road and highway revenue was 1.7%. In 1921, the propor
tion was 16.5% for all states, and in 1925 it was 25.7%. It is 
to be noted that the proportion of motor vehicle license 
revenue to total current highway revenue is highest in the 
New England and Middle Atlantic states, where it was 
respectively 28.7% and 20.5% in 1921, and 36.6% and 33.3% 
in 1925; it is lowest in the Mountain states, where it was 
6.7% in 1921 and 13.1% in 1925. 

As may be seen from Table 78, the states vary widely in 
their distribution of motor vehicle license revenue between 
the state and the localities. On the one hand, in the New 
England states all of this revenue has consistently been re
tained by the state governments. On the other hand, in the 
Mountain states in 1925, more than half of this revenue was 
distributed to the counties and localities. In all states, both 
in 1921 and in 1925, considerably more than four-fifths of 
such part of this revenue as was utilized for road purposes 
went to the states. 

Gasoline Taxes 
In 1919, four states-Colorado, New Mexico, North 

Dakota and Oregon-levied gasoline taxes.. The revenue 
collected in these four states during the year was $1,363,902. 
Two years later $5,382,111 was collected from gasoline taxes 
in fourteen states. In 1925, the total revenue from this 
source was $146,028,940. In 1926, $187,603,231 of gasoline 
taxes were collected. By June 30,1927, all but two states
New York and Massachusetts-were levying gasoline taxes. 
As in the case of motor vehicle license charges, the en tire 
revenue from gasoline talle5 is not earmarked to road and 
highway construction and maintenance. In 1921, $1,698,651 
of the $5,382,111 collected went into the general funds of 
state and local governments. In 1926, $9,074,466 of the 
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$187,603,231 collected was diverted to other than road 
purposes. 

It is significant that those states that draw the greatest 
prol'ortion of their road and highway revenue from motor 
vehicle license charges depend least upon gasoline tax revenue. 
Only 6.4% of the road and highway revenue of the New Eng
land states in 1925 came from gasoline taxes. In the Middle 
Atlantic group, where until 1927 only Pennsylvania levied 
such a tax, the proportion was 3%. In the industrial East 
North Central states it was 6.7%. These low proportions in 
the East North Central states are contrasted sharply with 
the 25.5% proportion in the Pacific states and that of 20.5% 
in the South Atlantic states. In the Mountain states more 
road and highway revenue was derived from gasoline taxes 
than froin motor vehicle license charges in 1925. 

The distribution of gasoline tax revenue between the state 
governments and the localities in the several regional groups 
of states parallels closely the distribution of the motor vehicle 
license charges. 

Federal Highway Aid 
Prior to 1916 the only direct interest taken by the Federal 

Government in the country's highway program was the con
struction of roads through Yellowstone National Park in 
Wyoming. States which had federal forest reserves within 
their borders received grants from the Federal Government 
to compensate them for the withdrawal of this property from 
the tax lists, and this money was in many cases used for road 
construction. 

The Federal Aid Road Act, signed July 11, 1916, made 
appropriations for federal aid for state road construction, and 
authorized the Secretary of Agriculture to contribute to the 
improvement of post roads up to one-half of the cost of their 
improvements, providing that the grant did not exceed 
$10,000 per mile. To qualify for such aid a state had to have 
a state highway department, with adequate authority and 
equipment to cooperate with the Federal Government. 

The Federal Highway Act of 1921 authorized the Secre
tary of Agriculture, in cooperation with state highway de
partments, to designate a system of main interstate and inter-
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county highways, eventually to ha';e a mileage of about 
200,000 miles, to which federal highway aid should be ap
plied. This system, as planned, will link together almost 
all of the cities with populations exceeding 5,000. The 
mileage of this federal system in each state is limited to 7% 
of the state's existing road mileage. The Federal Govern
ment's contribution to this system will be proportioned to 
the cost of constructing the various sections, $15,000 per 
mile being the maximum aid. The Acts of 1916 and 1921 
and subsequent amendments have also appropriated $77,.. 
000,000 to construct 13,622 miles of highway through and 
adjacent to the national forests. 

The $79,333,226 of federal highway and forest road aid in 
1921 represented 11.1% of the total of current road and high
way revenue of the year. Federal aid in 1925 amounted to 
$92,180,406,' but because of the increased volume of state 
and local highway revenue, it was only 9.7% of the total for 
the year. Federal highway aid is most important to the less 
prosperous states of the South and West. In 1925; while 
federal aid contributed only 5.5% to the total road and high
way rerenues of the New England states and 6.9% to the 
Pacific 'states, the proportion for the Mountain states was 
27.2% and 13.6% for the East South Central states. 

Highways as Self-suppming Inoeslmenls 
Parallel with the shifting of highway support from local 

to state finance, and even to federal finance through the 
growth of fed~ral aid, there has occurred a marked shift of 
highway support from the general tax-paying public to the 
users and beneficiaries of the country's highway system 
through the increasing dependence upon, motor vehicle 
license charges and gasoline taxes. In 1904, the revenue 
received from license charges was barely sufficient to cover 
registration costs. At that time, such revenue was not ear
marked to highway purposes. Ten years later; 1.7% of the 
current highway revenue of the North and South Central 
states, of the SouthAtiantic states and of the Mountain states 
was derived from 'these charges. In 1925, the motor vehicle 
license charges, earmarked to highway support, and the 

I Exclusive of fedenI oil lOyallia. 
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newly developed J~asoline taxes totaled $360.8 millions and 
represented 37.6% of the total current highway revenue of 
the year. If the $92.2 millions of federal aid, which was 
more than covered by federal excise taxes on motor vehicles, 
parts and tires, is added to this figure, it becomes clear that 
the users of roads paid nearly 50% of the current highway 
bill in 1925. In mdividual states-Connecticut, Illinois, 
Michigan, New Hampshire, Rhode Island and Vermont
more than half of the current highway revenue was derived 
from the motor vehicle license changes and from gasoline taxes 
alone. 

In 1926, the motor vehicle license charges and the gasoline 
taxes yielded a highway revenue of $476 millions or $117 
millions more than in the preceding year. In 1927, a still 
greater increase in these taxes may be expected as a result 
of action taken by the last sessions of the legislatures in
creasing the rates of motor vehicle license charges and 
gasoline taxes, and an analysis of highway revenues for 
1926 and 1927 would show a still greater proportion of high
way costs transferred from property to the users of roads. 
. Moreover, a portion of the highway revenue derived from 
property taxation is a direct creation of the highway system. 
Not only have values along the main routes mcreased 
markedly because of their proximity to these routes, but 
there has been a general increase in valuations resultant 
upon the easier communication made possible by the con
struction of highways and their use by the automotive traffic. 

Hig"fIJdY Rnmllts i" l"dioidlltU SltUtS 

In general, as has been indicated, there are marked regional 
differences in the sources and distribution of road and high
way revenue. In the case ofindividual states these variations 
are even more marked, as indicated in Table n, which shows 
the percentage distribution of the 1925 highway revenue by 
states. 

Whereas the country-wide average of state contributions 
to road and highway revenue in 1925 was 37.370> it is seen 
that in Connecticut the proportion was 74.6%, whereas in 
Montana it was only 3.2'70- Similarly, whereas federal aid 
represented only 3.5% of the road and highway revenue of 

16 



TABLE 77: PERCENTAGE DISTRIBUTION OF STATE AND LOCAL HIGHWAY REVENUE BY STATES, 1925 
(Source: United Stalct Durou or Public Road.) .-

Totat 
Current State Hiah",ay Revenue Current Local Riab".y Revenue Bond. 

Current Federal Motor OEher 
Motor Other S ..... Hiah",a, Pn. .. G .... Hiah- Pn. .. G._ Hiah- Total 

Revenue Aid Total "'Y Vehicle line "'Y Total erty Vehicle line "'Y (Thou .. State Loal 
mouland.) T .. Licente T .... R ..... T .... LiceoM T .... Rovo- nnd.) Charaes nuo Charaes nuo - I--- -- --United Statel ....... $959,456 9.7% 37.3% 5.6% 20.8% 9.3% 1.6% 53.0% 43.0% 4.9% 2.6% 2.5% $285,815 49.5% 50.5% 

Alabama ............. 10,581 22.0 1804 18.0 • .4 59.6 37.4 1.4 19.8 1.0 7,201 9404 5.6 
Arizona . ............. 3,649 19.4 41.4 17.8 11.1 11.5 1.0 39.2 25.2 11.4 .. 2.6 .. .. 
Ark.noaa ......•.•.... 20,190 9.1 32.9 15.6 17.3 .. 58.0 43.1 14.9 .. .. 2,300 .. 100.0 
California·;' ........... 43,698 6.6 32.6 9.4 7.5 15.7 60.8 38.7 5.8 15.9 .4 3,016 100.0 
Colorado ............. 9,018 16.0 30.7 11.4 7.3 10.2 1.8 53.3 30.7 4.6 8.9 9.1 1,087 95.9 4.1 
Connecticut . ......... 12,992 6.8 74.6 16.2 42.9 8.7 6.8' 18.6 18.6 .. .. 
~.ware ............. 2,756 12.8 39.7 .. 24.7 12.4 2.6 47.5 44.8 2.7 • 2,866 3M 65.6 
Florid •.••.•.••.•..... 21,956 4.9 34.6 2.3 11.6 20.6 .1 60.5 42.3 3.5 7.5 7.2 16,025 .. 100.0 
Georgia .............. 17,883 14.5 24.3 16.1 7.8 .4' 61.2 53.1 .. 6.9 1.2 941 .. 100.0 
Id.ho ................. 7,178 15.9 20.4 5.6 1.9 12.5 .4 63.7 27.9 1M .. 21.4 664 24.6 75.4 
lIIinoii ............... 25,634 10.6 52.9 50.9 • 2.0 36.5 35.3 .. 1.2 23,533 100.0 
Indiana ..... ......... 38,812 9.3 25.4 2.5 10.6 10.9' 1.4 65.3 62.0 .. 2.5 .8 9,947 100.0 
low •................. 29,140 4.3 34.7 31.1 2.7 .'1' 61.0 53.3 1.6 3.0 3.1 180 .. 100.0 
Kanau ............... 23,325 10.3 26.8 .2 14.1 12.5 .. 62.9 58.2 4.7 .. 1,236 . . 100.0 
Ken.,,!cky ...•.•...... 15,093 12.3 46.5 5.2 23.9 17.0 .4 41.2 36.8 2.7 .. 1.7 1,000 .. 100.0 
I..ouillana ... ......... 11,963 6.6 48.2 28.1 19.6 .5 45.2 43.5 .. .. 1.7 6,340 100.0 
Maine .............. . 9,057 3.5 53.5 11.1 24.1 13.3 5.0 43.0 43.0 .. .. . . 911 100.0 
Maryland ...•..•..... 10,632 7.4 65.2 30.5 18.0 14.4 2.3 27.4 27.4 .. .. . . 2,700 81.4 18.6 M .... chulCttl . ....... 24,351 3.5 39.0 3.1 35.9 • .. 57.5 56.7 .. .. .8 .. . . 
Michigan ........•.... 39,419 9.1 41.2 2.1 33.2 5.9 .. 49.7 34.0 13.4 .. 2.3 12;230 81.4 18.6 
MinnelOta ........... . 33,763 6.1 45.6 5.8 28.9 9.1 1.8 48.3 47.4 .. .9 12,597 14.7' 85.3 
Mi-.iaippi ........... 18,390 9.0 7.4 .. .5 6.5 .4 83.6 67.3 8.3 6.5 1.5 3,532 100.0 
Mi.,un ............. 25,303 16.2 47.7 .. 28.7 16.7 2.3 36.1 34.8 1.3 15,558 97.4 2.6 
Montana ............ . 3,951 19.9' 3.2 • 2.5 .7 76.9 46.5 21.8 5.3 3.3 105 .. 100.0 N.braska .••...•....•• 16,699 1l.4 29.8 4.7 6.3 18.8 .. 58.8 44.4 13.3 .. 1.1 . . .. . . 



N ... Ida .•••••••••.•.• 2,969 51.4 70.6 4.0 6.5 4.9 
N ... HampohiR .••.••. 4,403 9.8 54.7 36.6 15.9 
N ... I.i;' ........... 30,449 8.0 47.3 15.6 31.7 , 
N... ioo •••••••••• 4,1)80 47.0 41.5 2t.4 6.9 12.7 
N ... york •••••••.•••. 73,889 8.1 48.7 25.5 19.8 , 
North Cuolina •..••.. 26,562 7.5 so.o .. 16.0 19.7 
North DaIIDra •.•••••. 5,635 16.1 9.8 2.7 6.6 
Ohio .••••••••••..•••. 61,843 4A 70.7 6.1 9.6 5.0 
~ ............ ~ 14.1 18.0 

6.6 
.8 16.1 

Or...,.. ......•........ 6.3 42.9 18.1 14.6 
Pen..,.I"""ia ..•...... 58,967 8.7 43.7 .2 38.3 5.0 
Rhode bland .•••..••. 3,nl 8.3 74.6 19.9 49.4 5.3 
South Carolina ••..••.. 10,062 13.9 45.5 17.7 23.4 
South Dakola ..•..•.•. 12,613 13.5 33.1 7.0 9.5 14.8 
Ten.-•..•.....• ·· 16,192 14.7 29.6 .1 9.3 19.3 
T .................. ·· 39,641 IU 33.8 23.6 8.8 
Vw. .......... ······ 6,731 18.0 33.0 4.2 1.4 18.0 
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VIr"n ............... . 17,182 19.9 47.6 10.8 21.9 13.7 
Wuhin'IOII .••• , •••.. 14,129 8.6 46.6 .. 25.2 21.4 
W~I V.!Jinia ......... 15,168 5.6 42.8 .. 24,4 13.5 
WlKOftIlft ••••••••••. . 28,037 4.7 70.8 .. 19.6 , 
Wyomina ............ 4717 54.0' 32.2 5.8 10.8 9.5 
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Maine and Massachusetts, for Nevada it was 58.4% and for 
Wyoming (including federal roads constructed in Yellowstone 
National Park) it was 54%. 

In Wisconsin, property taxes contributed over 70% of the 
total of road and highway revenue. In the two states where 
federal aid represented more than half of the current road 
and highway revenue-in Nevada and Wyoming-property 
taxes contributed less than 20% of the current total. The 
proportion of motor vehicle license revenue to total road and 
highway revenue varied from 50.9% in Illinois to 6.6% in 
Nevada. The proportion of gasoline tax revenue varied 
from zero in Illinois, Massachusetts, New Jersey and New 
York to 35.2% in South Carolina. . 

MOTOR VEHICLE LICENSE CHARGE LAws 

The first state to provide for motor vehicle registration was 
New York in 1901. In 1903, Connecticut, Massachusetts, 
Minnesota, Missouri, New Jersey and Pennsylvania made 
similar provision. The other states fell rapidly into line. 
Louisiana in 1924 was the last state to take this step. The 
rates of these motor vehicle license charge laws have been 
increased rapidly, increasing their burden upon automobile 
users. In 1914, the average fee paid by a l~-ton truck was 
$6.43; in 1924 it was $31.15. A 3~-ton truck paid $8.36 
in 1914 and $85.75 in 1924. For 5-ton trucks the increase 
during the same period was from $8.80 to $139.39.' 

Early Motor Vehide License Charges 
A few years later the states came to realize that the motor 

vehicle license charges might be utilized as a source of 
revenue. This could be accomplished by making the license 
charge annual, and by increasing the rate of the charge. 
Heavy charges, however, magnified the possibilities of injus
tice as between automobiles of different character and qual
ity, and it was only na~ural that yardsticks, by which the 
tax might be fairly graduated, were sought. 

I Estimate by Thom .. H. MIICDonald, quoted in Commiaioa on Commerce 
aDd Marine Banken Aooociation, U AUlDIDoboe Transpcnation aDd RaiIroado," 
New yon, 1m. Po 34. 
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The first yardstick applied was the horsepower of the 
motor. This basis of graduation was first employed by the 
states of New Jersey, Ohio and Vermont in 1906. At the 
time, the principles behind this step were not at all clear. 
In a general way it was felt that the higher powered cars were 
the more valuable, and that such graduation tended to intro
duce an element of proportionality into the tax. At the same 
time, it was argued that the higher powered cars necessitated 
better constructed and more expensive highways and that it 
was only fair that they should share a part of the resulting 
cost. 

In every year after 1906, graduation in one form or another 
was introduced into the motor vehicle license charges of one 
or more states. In a majority of cases horsepower was used 
as the basis of graduation. Several states also discriminated 
between different kinds of motor-driven vehicles, imposing 
heavier charges on automobiles than on motorcycles. 

Developmtnl 0/ RAt, Discrimination 
As the motor vehicle license charge increased in importance 

as a source of revenue, several marked lines of devel0l?ment 
became noticeable. In the first place, discrimination In the 
charges according to the type of vehicle soon became almost 
universal. By 1917, all the states, except Arkansas and West 
Vir~nia, discriminated in one way or another between 
vehicles of different types.' In most cases the line was drawn 
between automobiles and motorcycles. However, a growing 
number of states were now discriminating between passenger 
cars and trucks, usually taxing the former more heavily as 
luxuries, thus introducing a note of sumptuary discrimina.
tion. Several states, as early as 1917, had special rates for 
steam-driven and electric vehicles and for trailers. 

By 1921, a further discrimination had been introduced. 
Some of the states were now levying special taxes on common 

. carriers-ei ther buses and taxis or trucks for hire, or both. 
These taxes were usually higher than those on private cars. 
In manl' cases their form was that of a supplementary levy 
in addition to the regular private car rates. The theory was 
apparently that a greater privilege was involved in the use of 

lM....u..k<if. 
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publicly built roads by these vehicles, which had an earning 
power because of the existence of the roads. This doctrine 
of privilege was now entering into the discrimination between 
passenger cars and trucks, with the result that the rates on 
the latter were now coming to be higher than the rates on 
passenger cars. Belief that heavy trucks resulted in greater 
wear and tear on the highways was also responsible for this 
change of attitude. 

Deoelopment of &Ie Graduation 
As was pointed out, the first motor vehicle license charges 

were at Bat rates. After 1906, the element of graduation was 
rapidly introduced. Those who felt that the charge on auto
mobile owners should be an offset to the cost of constructing 
and maintaining highways, assented to graduation because 
they felt that the larger, higher powered cars were more 
destructive to the highways than smaller cars and, hence, 
should pay more. Those who looked on the charge as a pure 
tax upon automobile users also accepted the principle of 
graduation, because they argued that the larger, more power
ful cars were owned by richer individuals who could afford 
higher taxes. 

In the beginning, horsepower was generally agreed upon as 
the most practical basis of graduation and nearly all of the 
early graduated motor vehicle charges utilized this base. In 
1917, thirty-seven states made use of horsepower as the sole 
criterion for the graduated rates on passenger cars. How
ever, there was already considerable feeling that horsepower 
was not an accurate measure either of the destructiveness of 
an automobile or of the tax-paying ability of its owner. 
By 1917, Delaware had introduced gross weight as the basis 
of graduation for passenger cars. Florida had introduced 
seating capacity, and Idaho, net weight. 

As soon as a discrimination was made between passenger 
cars, it was realized that horsepower alone was practically 
worthless as a criterion of graduation, whether the principles 
involved were destructiveness, privilege or ability.' From the 
very beginning there was wide variation and experimentation .. 
in this field. In 1917, only fifteen states used horsepower as 
the sole basis of graduation for truck charges. Five others 
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combined it with other criteria. Other states were using 
carry!ng ~apacity, net weight, and gross weight, singly or in 
combmatlon. 

With each year the complexity and confusion of bases in
creased. By 1921, horsepower (measured by various formulas 
in different states), gross weight, net weight, value, character 
of tires, and number of t>revious registrations were all in 
use, singly or in combinatIon, as criteria for graduating the 
charges on passenger cars. In the case of trucks, there were 
fifteen combinations of criteria in practice, with capacity the 
most popular one. 

Recent years have seen, not a simplification, but a further 
growth of complexity in the system of motor vehicle license 
charges. The legislatures have become obsessed by the idea 
that special taxes upon motorists should be definitely and 
minutely measured by damage done to the roadways by the 
'individual vehicle. Refinement has been added to refinement 
in the fruitless search to encompass each and every factor 
responsible for road damages. Were the revenue from these 
charges utilized solely for maintaining auto highways and 
repairing the damage done by motor traffic there might be 
some excuse for this tendency, but the development becomes 
farcical when it is borne in mind that these license charge 
revenues are used for road construction as well as road 
maintenance. 

In the case of common carriers, there is a similar tendency 
towards overrefinement in measuring their special privilege. 
The use of gross receipts and mileage as bases for their license 
charges is actuallt dangerous. By imposing upon the com
mon carriers the urden of keeping special records of these 
items, legislatures run the risk of causing motor vehicle 
license charges to be viewed as nuisance taxes, and of pro
voking an unnecessary hostility. Sure bases for charges in. 
vite perjury on the part of the companies, and they are the 
more likely to attempt evasion because they feel they have a 
just grievance. A tabular analysis of the motor vehicle 
.license charge laws in force on January I, 1927. is presented 
in Table 78. The table shows the bases of license chargas 
and the disposition of motor vehicle license revenue in the 
forty-eight states and the District of ColumbiL 
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By January, 1927, Delaware was the only state that made 
no discrimination between passenger cars, trucks and com
mon carriers. In every other state discrimination between 
one or another of these three classes of motor vehicles is to 
be found. 

As shown in Table 79, seven states (including Delaware) 
and the District of Columbia do not discriminate between 
privately owned passenger cars and trucks. Additional three 
states use the identical bases in estimating the charges on 
passenger cars and on trucks, but the rates are higher in the 
case of trucks •. In three states, basic charges for trucks are 
identical with those for passenger cars, but additional 
charges, on other bases, are levied upon trucks. Thirty
six states have completely independent systems of determin
ing the license charges on passenger cars and on trucks. 

TABLE 79: DISClllMINATION IN MOTOR. VEHICLE LICENSE 

CHAR.GES, 1927 
CNar:icma! I.dumial CoarereJlce Board) 

1. Identical bases and rates for private 
passenger cars and priva~ truckt. 

2. Identical b .... for priva~ J>U!<'lF 
cars and private trucks but nigher 
rates for latter . 

. 3. Identical bases and rates (or private 
passenger cars and private trucks with 
additional charge on latter. 

4. Identical bases and rares for priva~ 
passenger CBt8 and common carriers.. 

5. Identical b..- for priva~ __ 
can and common carrier passenger 
can, bot higher .. res for latta". 

6. Identical bases and bres for priva .. 
passenger CIJ"I and common carrier 
puoenger cars bot additioDaJ chusa 
on IatlCl'. 

Delaware, District of Columbia, Mary. 
land (pneumatit ,;,.. only), Mi ...... 
IOta (diferent buil lor minimum 
fee),Nevada,NewHampthire(poeo
matic ,;,.. only), and Rhode Island. 

Florida (pneumatic';'" only), Michi
gan and Nebraaka. 

Loowaoa, North Dakota and T ......... .... 
Dela ....... Maryland Orngulu rou'ea 
0~1( Mioooori, New Hampthire 
( aothoritiea may make addi. 
tional charges) and Wyoming. 

Maine, Michigan, Min_to, North 
Carolina (local authoritiel may make 
additioaaJ charges) and Ilhodc 
Island. 

Ark.n .... Colorado, Connecticut, 
Georgi., Illinois, low., K ..... (f ... 
intenll'b .. vehidea only), Kentocky, 
LouiJiana, Miu~ Montana, 

r.;.t. ~ only), T'en': 
T exu and VirJinia (imguIar ........ 
only). 



HIGHWAY FINANCE 241 

TABLE 79: DISCRIMINATION IN MOTOR VEHICLE LICENSE 
CHARGES, 1927 (Continued) 

(Natio.al Inclultrial Co.feretlCII Bo,rd) 

Similariti .. in 8 .... and R.t .. For Durant 
Cl ..... or Vehidu 

7. Identical b .... and .. tea for private 
trucka and commOD camer trucka. 

a. Identical b .... for private IrUcU and 
common carrier IrUcU but higher 
rata on latter. 

9. Identieal buea and .. tea for priva .. 
trucka and common tarrier tl'UckI 
with additional chl.!"p on latter. 

10. Identical b .... and .. tea for common 
carrier p_ cora and trucka. 

11. Identical buea for common carrier 
paaae_ .... and trUeD, but dif
ferentra-. 

St .... 

Alabama .... Colorado. Connecticut, Del .. 
ware, uiacrict of Colwnbia, Georgia, 
Indiana, Kentucky, Louisiana. 
Maine, MusachUICttl, Michigan, 
Missouri Nebraska, New Jeraey, 
New Yort Pennsylvania, Tennessee, 
Texu, Vermont. Wisconsin and 
Wyoming. 

Ark ...... , Illinois. MInneaota (mIni
mum lee on _private truckl only), 
Mississippi, New Mexico, South 
Carolina (pneumatic tiJ'ea and irreg
ular routes only). and West Vir. 
ginia (irregular rou ... only). Kan.... North Dakota, Oregon. VIr_ 
ginia (trI'eIIUlar IOU'" only) and 
Wuhl_ 

Idaho, Iowa, Montan~ Nevada, New 
Hampshire, North Carolina, Okla
homa. Rhode Island. Virginia (Irreg_ 
ular IOU'" only). 

Arimna. California. Maryland (when 
IOU'" of both are rqular) Min ..... 
IOta (mInimum fee on P ......... .,.... 
rien (or hire only), New Mexico, 
Ohio, South Carolina ( .. hen IOU'" 
of both are regulUi minimum fee 
for passenger carri ... for hire only). 
South Dakota ("hen IOU'" of IrUcU 
are ft':8Ular). Utah, and West Vir
ginia (_hOll IOU ... of both are ~ 
tar; minimum fee far puIeDIa' car-
rien for hire onl ). 

Discrimination between private and comrnon-carrier 
trucks is not yet so widespread as other forms of discrimi
nation. Twenty-one states, in additon to the District of 
Columbia, do not use any form of discrimination. Seven 
states use identical bases for calculating the charges, with 
higher rates on the common carriers, and live states provide 
for identical bases and other rates, with an added charge 
laid on common carriers. 

The charges on common-carrier passenger cars are more 
nearly related to those on common-carrier trucks than to 
those on private passenger cars- Nme states make no dis
crimination between common-carrier passenger cars and 
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trucks, while only five (including Delaware) have the same 
rates for private and for common-carrier passenger cars. 

Graduation/or Private Passenger Cars 
Table 80 shows the systems of rate graduation now applied 

to private passenger cars. It will be noted that there are two 
cases of Bat rates-in California and in the District of 
Columbia. These are not archaic remnants of an earlier 
period of highway finance, but rather they represent super
refinements of modern fiscal principle. Both in California 
and in the District of Columbia, it is felt that there should 
be a low equal privilege charge on all cars, irrespective of any 

TABLE 80: BASES OF RATE GRADUATION FOR PRIVATE 

PASSENGER CAR LICENSE CHARGES, 1927 
(National Jaduatrial eonrerenc:e Board) 

I. Flat ra~ 
2.. Horsepower 

(minimum fee). 

3. Honepower plus gross weight 
(minimum fee). 

4. Honepower plus gross weight plus 
character of tires. 

5. Horsepower plus net weight. 
6. Horsepower plus Det weight plus 

character of bn:s 
(minimum fee). 

7. lUnsc:poWCi plus net weight pllll 
value modified by age of vehiclC 
(minimum fee). 

8. HorsepoWCi pI .. capacity. 
9. Grc. weight 

(minimum fee). 
10. Groa weight modified by age of 

vehicle. 
II. Grc. weight pI ... value 

(minimum fee). 
12. Net weight. 

(minimum fee). 
13. Net weight modified by age of nhi-

cleo '_, _,,_'-
14. Value modified by age ... ..,.,... 

(minimum fee). 

California, Disttict of Columbia. 
Alabama, Amona, Georgia, Illinnia, 

Maryland, Maaoach_tts, MWouri, 
Montana, New Jersey, North c-... 
Iina, Ohio, Tennessee and Utah; 

Connecticut, Louisiana and PCl1IIIJI.. 
vania. 

Kentucky; 
Arkanaaa and Misaisoippi. 

Rhode Island. 
Indiana and T ..... 

North Dakota. 
Wyoming. '. 
Delaware, Nebraab and Nevada;. 
New HampabiJe. 

Idaho. 

low .. 
Florida, K ...... Michipa, New Mes
~ Orcson, South Carolina, South 
Dakota, WIIIhiatJum and Woot Y,.
ginia' 

N ... Y~ Vermoot and y.,.uu.. 
WIICDnain. 

Colorado. Minn_to and Oklahom .. 
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other criteria. Combined with this should be a charge pro
portional to their use of the highways and streets. This 
second charge is covered by the 2 cent gasoline tax levied 
by these governments. 

Sixteen states, as shown in Table 80, still use horsepower 
as the sole basis for the gradua tion of their charges on passen
ger cars. In three of these sixteen states the regularity of 
the graduation is modified by provision for a minimum fee. 
Nine other states combine the criterion of horse-power with 
additional criteria. Arkansas, Kentucky and Mississippi add 
gross weight to horsepower, and Rhode Island makes a fur
ther discrimination according to the character of tires, in 
addition to gross weight and horsepower. Indiana, and 
Texas combine net weight with horsepower; Maine makes a 
further discrimination according to the character of tires, 
while North Dakota in addition makes an allowance accord
ing to the age of the vehicle. Wyoming combines horse
power with seating capacity. 

N extto horsepower, net weight is the most pol.'uiar criterion. 
Twelve states use it as the sole basis of graduation. As noted 
above, four states combine net weight with horsepower, Wis
consin combines it with an allowance based on the age of the 
car. 

Four states-Delaware, Nebraska, Nevada and New 
Ham~hire-use gross weight as a sole criterion. Idaho, in 
addition, makes an allowance based on age; Iowa combines 
gross weight and value. Four other states, as noted above, 
combine the criteria of gross weight and horsepower. 

Finally, three states-Colorado, Minnesota and Oklahoma 
-base their motor vehicle charges on the criterion of value, 
modified by an allowance based on the age of the car. 

GrwJ"Mio,,/or PriMlI Tnu-k.r 
The District of Columbia levies a flat rate charge upon 

private trucks as upon private passen~ cars. The forty
eight states employ nine separate criteria, either singly or In 

combination, to graduate their charges on I.'rivate trucks. 
These nine criteria are horsepower, ~ weight, net weight, 
capacity, value, age of the vehicle, WIdth of the tires, charac
ter of the tires and limit of the route. 
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As evidenced by Table 81, which shows the present sys
tems of graduation for private trucks, capacity is the most 
popular criterion. Twelve states make capacity the sole 
basis of graduation. Twelve states combine it with gradua
tion on the basis of the character of the tires. Iowa adds to 
these two the additional determinant of scope of route. 
Louisiana and Tennessee combine the criteria of capacity 
and horsepower. Washington combines capacity and net 
weight. 

TABLE 81: SYSTEMS OF RATE GIlADUATION FOR PRIVATE 

TRUCKS, 1927 
CNatioual IDduatrial Conference Board) 

B .... 

1. Flat rate. 
2. Horsepower. 
3. Horsepower plus gross weight plus 

character of tires. 
4. Horsepower plus net weight plus 

value modified by age of vehicle plus 
capacity 
(minimum fee). 

S. Horsepower plus capacity 
(minimum fee). 

6. Gross weight. 

(minimum fee). 
7. Gross weight plus character of tires 

(minimwn fee). 
8. Net weight 

(minimum fee). 
9. Net weight ph .. charac ..... of tires. 

10. Net weight plus capacity. 
11. Capacity. 

12. Capacity plus charac ..... of tires. 

(minimum fee). 
13. Capaeity plus character of tires aad 

h>wer f ... for intraurbaa roo..,. 
14. Ca~ty depeDding upoD ..-

weight. . 
15. Value modified by age of vehicle 

(minimum fee). 
16. , .... width p1U1characteroftiresaad 

lower fees (or inuaurban routes. 

District of Columbia. 
Maryland (pneumatic tires only). 

Rhode Islaad and Texae. 

North Dakota. 
Tennessee; 
Louisiana. 
Delaware, Illinois, Nebraaka, Nevada, 

N .... Jeraey, N .... York and Witco ... 
lin; 

Maaaachuaettl and Vermont. 

N .... Hampshire. 
Michigan; 
Ohio. 
California, Florida aad Pennaylvania. 
WaahiDgton. 
Alabama, Arizona, Colorado, G.orsia, 

Indiana,. Kansaa, Kentuck}', Mia
aouri MOD...... North Carolina, 
Sou.:h Dakota aad Vi,.inia. 

Arkanau, Connecticut, Idaho (for 
over H ton capacity trucka), Maine, 
Maryland (aolid tires only), Mia
oiaaipp~. New Mesico, South Caro
tina, utah, West Viqpnia aad W . 

Oklaho:~; 

Iowa. 
Idaho (trucka WIder H ton capacity 

only). 

Minnesota. .. 
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Nine states make gross weight the sole criterion. New 
Hampshire modifies it by a further graduation according to 
the character of tires. Rhode Island and Texas combine 
gross weight with horsepower and have hig'tter rates for 
trucks with solid tires. Two states Michigan and Ohio use 
net weight as the sole criterion. Three others-California, 
Florida and Pennsylvania -add the criterion of the character 
of the tires. As noted above, Washington combines net 
weight and capacity. 

Only six states make any use of horsepower as a criterion 
for graduating the charge on trucks. In Maryland, it is 
used as the sole base for trucks with pneumatic tires. In 
Louisiana and Tennessee, it is combined with capacity. In 
Rhode Island and Texas, it is combined with gross weight 
and character of tires. In North Dakota, a complicated 
combination of the principles of horsepow~, net weight and 
value (with an allowance for the age of the vehicle) and 
capacity is utilized. 

One state, Minnesota, bases its charge on the value of the 
truck, with an allowance for its age. Oregon makes basic 
use of the unusual criterion of tire width, modifying this by 
the criteria of the character of the tires and of the scope of 
the route. The principle that the motor vehicle charge 
should be proportional to the highway damage, caused by 
the particular vehicle, has been so far accepted by legislatures, 
and nineteen states now provide separate rates for trucks 
with pneumatic tires and for those with solid tires. 

Gnu/ulllio" fur COIIIIIIO" ClITriws 
As was indicated in Table 79, two tendencies are dis-" 

ternible in the methods of determining the rates for com
mon-carrier passenger cars and trucks. The more dominant 
of the two is the provision for identical or related bases for 
both common-carrier passenger cars and trucks. The other 
is to relate the charges on common-carrier passenger cars to 
those on private passenger cars, and similarly to relate the 
charges on common-carrier trucks to those on private trucks. 

All the bases used in graduating the rates on private motor 
vehicles are found in the taxation of common carriers. Adm

"tional bases of mileage, gross receipts and character of the 
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route are also used in some states. Ten statesl use mileage as 
a criterion; in all these states, except in Connecticut and 
Oklahoma, mileage is closely combined with other criteria, 
so that the -basis actually used is either "ton-mile" or 
"capacity-mile:' Seven states" use gross receipts alone as a 
criterion, or in connection with other bases, or for certain 
sub-classifications of common carriers. Eleven states' 
differentiate in their systems of rate determination between 
common-carrier vehicles with regular routes and those oper
ating on call. Five states' discriminate between common 
carriers with intraurban or interstate rates. 

1 Amon., Connecticut, Iowa, Maryland, Oklahoma, Oregon, South Carolina, 
Utah, Virginia and West Virgin,a. 

• California, Connecticut, Idaho, Nevada, North Carolina, South Dakota and 
WashingtOD. 

• Alabama, Kentucky, Maryland, North Dakota, Ohio, Oregon, South Carolina. 
South Dakota, Virginia, WashingtoD, West Virgini .. 

• Connecticnt, Indiana, ~ New York, WIICOlUiD. 



CHAPTER VIII 

TAXPAYERS' ASSOCIATIONS 

AS IS evident from earlier chapters, the post-war years have 
rl.. been marked by an unprecedented growth of state and 

local expenditures, a rapid expansion of public debt 
and an increasing burden of taxation. To these tendencies 
the public has not been altogether apathetic. The example 
of the Federal Government, with its strict control of public 
expenditures through its budgetary machinery and the re
duction of its taxes which has thus been made possible, has 
encouraged many to believe that the adoption of similar 
control of local and state expenditures and the awakening of 
public opinion to the significance of the situation might stem 
the rising tide of appropriations and eliminate unnecessary 
and wasteful expenditure of public funds. 

To this end various civic bodies have from time to time 
lent their energies. National organizations, such as the 
Manufacturers' and Merchants' Federal Tax League, the 
National Tax Association, Chamber of Commerce of the 
United States and the National Industrial Conference Board, 
have bent their energies toward inquiry into the facts of the 
country's fiscal problems. National and state organizations 
of manufacturers, merchants, agricultural groups and of 
other economic interests have developed a sincere concern 
in the issues of taxation and public expenditure, and many of 
them are actively engaged in stimulating greater efficiency 
and economy in government finance. Finally, a distinct type 
of social organization, the taxpayers' association, has arisen, 
with no other end in view than to promote the most effective 
and least onerous methods of raising the public revenue and to 
secure, if possible, its economical and judicious expenditure. 

The effort to prepare a comprehensive list of taxpayers' 
associations disclosed the fact that public interest in matten 
of taxation and public expenditure, however keeu it might 

247 
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be at certain times and places, was in a sense frequently 
incidental and often sporadic. It is incidental in that it 
forms one of the functions of many organized civic bodies, 
such as boards of trade, chambers of commerce, bureaus of 
municipal research and similar agencies. Commercial organi
zations commonly have committees on taxation, and in the 
field of municipal finance such committees not infrequently 
make their voices heard and their inBuence felt. Though 
not exclusively occupied with financial questions, the munici
pal research bureaus, where they are effectively organized, 
keep a watchful eye on the public purse and scrutinize keenly 
its replenishmen t and use. 

The interest in state and local revenue and expenditure is 
often sporadic. Some unusual situation may galvanize exist
ing agencies into life or result in the creation of new organi
zations. These agencies, old and new, may on such occasions 
make a brave display of activity, but few of them succeed in 
maintaining permanent organizations. Under the pressure 
of an emergency, often upon the urge of some magnetic 
organizer, taxpayers' associations come into being, develop a 
promising activity, only to wither away. 

Over a hundred taxpayers' associations were organized 
since 1920, but less than one third of them are functioning at 
present. Active associations of state-wide scope in 1927 
were found in twenty-two states-eleven western states,' 
ten eastern states" and in one of the South Atlantic states.' 
Several of the western state associations, notably those of 
Arizona and California, have created a network of local 
associations throughout their states which are affiliated with 
the parent state associations. 

ORGANIZATION OF TAXPAYERS' ASSOCIATIONS 

In general, all taxpayers' associations, whether their inter
ests are state-wide or confined to counties or cities, display 
a similar form of organ~tion. In the average taxpayers' 

• 
I Arizona, California, Min • ..., ... Mitooari, Man...... Ncnda, N ... Maico, 

North Dakota, Oregoa, Utah, WuhinswD- . 
• IUinoil, Indiana, Kaneu, Kentucky, Ma.ach_ .... N ... York, Ohio, p......,.L. 

"anil, Rhode leland, WiIconsin. . 
• Delaware. 
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association, an advisory board is elected by the general mem-
bership. An executive committee of five to fifteen members 
is selected from the advisory board. The officers of the 
association and its secretary or staff' function under the 
direction of this committee. However, the advisory board is 
not infrequently omitted. In one instance, a .. board of 
directors" takes the place of the usual advisory board, and 
an "advisory committee" is added, composed of the chairmen 
of the local committees of the counties, cities and districts. 

Slaff 
Few associations employ paid staff's. Only five report 

that they have more than one paid secretary. One state 
association employs a staff' of twelve, two county organiza
tions have from three to five paid employees, and one city 
organization is employing five. ThiS latter also .. hires 
periodically accountants, engineers, attorneys, etc., as the 
needs demand "; it also secures gratuitous service from its 
members. As might be expected, the associations with perm
anent staff's are among the more active organizations. 

Fi"a"cial Support . 
Financial support, so far as contributed through member

ship dues. is obtained either by dues proportioned to the 
property tax paid by each member (or to the assessed value 
of his property) or by a ftat rate, both systems )Jeing about 
equally common in operation. The rate of dues of the first 
t~ is usually 1% of th~ property tax paid. but in one ass0-

ciation it is one-half of 1 '70. One dollar is the customary ftat 
fee, although one county association charges JJ in addition 
to voluntary contributions from sustaining members. 

kprYsmtlllioJl of Group l"ltrtSIS 

Representation of the taxpayers' various interests, through 
group organization of the members or in the compo:!ition of 
the council. may be based either upon regional divisions or 
upon business interests. Two of the more highly developed 
state associations have both forms of representation. One 

. has a board of directors composed of representatives from 
specific business interests; agriculture, manufacturing, re
tail. wholesale and jobbing, public service, hotels. communi-
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cation, transportation, banking, insurance, law, engineering, 
"profession at large," and home owners. At the same time, 
it has organized local taxpayers' committees as branches of 
the state association in each county and in some of the larger 
cities. The other association has a general committee com
posed of representatives of agriculture, manufacturing and 
other group interestS. In order to reach county interests, 
analogous county committees have been established through
out the state. The members of these local associations are 
appointed by the general committee, the farmer representa
tive of the latter appointing the farmer representative on the 
county committee, the banker, the banker representative, 
and so on. 

One state association has an executive committee com
posed of a Republican and a Democrat from each county
a combination of political interest with regional. Other state 
organizations are built purely upon the regional basis, usually 
county representation, but one reports that it" is an organi
zation of the more prominent business organizations and 
associations" of the state, deriving .. its financial support 
from the three large farm organizations of the state, the state 
bankers' association, state federation of labor, city chambers 
of commerce, and other business and professional associa
tions.n 

The county and city taxpayers' associations generally do 
not indicate any definite grouping ofinterests. In one county 
organization, however, the advisory board is appointed by 
the president who selects one person from each township 
and village, and two from each precinct of the city located in 
that county-in other words, a regional grouping. 

OBJECTIVES OF TAXPAYERS' ASSOCIATIONS 

The objectives of taxpayers' associations may be dis
tinguished as (a> the prevention of current extravagances in 
appropriation of public fqnds or of faulty financing, and (b> 
general improvement of the system of taxation. Where both 
aims are stated, there is usually a decided emphasis upon the 
one or the other. In several associations effort is definitely 
focused upon one objective to the exclusion of the other. 
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No direct or necessary relation is observable between the 
objective of the organization and its form or scope. A strong 
staff is as advantageous in determining the facts with regard 
to current expenditures as in preparing a campaign to 
"equalize" taxation, An organization without even a paid 
secretary may endeavor to check current government extrava
gance. Organizations with or without staffs may be dis
covered a~itating for fundamental changes in legislation •. 

The majority of the associations expressly avoid touching 
the problems of tax revision as tending to arouse conflict 
between' the divergent interests of their members. This is 
indicated by the following excerpts from their correspon
dence: 

"We pay no attention to the distribution of the tax burden, con
aidering that to be the business of the intere!lts alfccted." 

We "confine • • • consideration and efForts to an analysis of 
propooed expenditures in which all these dilferent taxpaying people 
find common cause," and "avoid the dangerous &hoals of equaliza.
tion, for that must be left to the individual groups." 

"The Association &hall not need to change the present tax system, 
nor to change the rate of taxation, except as economies may bring 
about a uniform teduction of taxes." 

In general it appears that associations which aim primarily 
to correct the fundamental system of taxation are those 
called in existence by some specific emergency. Very often 
they are "one-man" affairs, run by enthusiastic reformers. 
The more practical and successful associations tend to em
phasize current economies in public expenditure. 

Besides tax reform- and curtailment of expenditures, a 
general campaign against excessive bond issues has been 
carried on by both state and local organizations. Other 
important specific objectives stated in replies to the Confer
ence Board are the reduction of election costs, the reduction 
of school expenditures, the amendment of the "uniform taX 
system" and the establishment of budget control. 

MIlTHODS OF PaOCEDVr.s 

ne existence of an organization for protection of the tu
payer is in itself a force for good government. ne associ ... 
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tions themselves are quite aware of this fact, as may be seen 
from this reply to the Conference Board's questionnaire: 

"The mere fact of being on the job every day in the yeari. &splendid 
safeguard and has had a wonderful effect on the public oIIicials; 
they, knowing their actions are being watched, are careful in certain 
expenditures. 

"We have already, just because we are organized, been the means 
whereby many administrative features have been improved." 

Publicity 
Publicity is the means most generally used (or obtaining 

~esults. The popular vote is the source of power behind all 
taxpayers' associations. 1£ the public can be acquainted with 
the facts and can be sufficiently interested to promise action, 
the officials are usually ready enough to comply with the re
quests of an association. Indeed, one association writes, 
"we have found that taxpayers are often more to blame for 
public extravagance than their officials." 

The newspaper is the customary channel of publicity 
though, in at least one instance, this was proved unsatis
factory,_, as evidenced by the following excerpt: 

"We have attempted to mould public opinion through the press, 
but soon found that we could not depend on that mean. of spreading 
our gospel as most of the press was controUed by powerful moneyed 
concerns which through the large amount of advertising and other 
means had complete control over the pr ...... 

The more common feeling on this point is stated by an
other organization: 

"Our best medium for affecting public opinion is through n_ 
paper statements which we send out practicaUy every .... k. These 
statements are approximately a half column in length and give snch 
information as would be of interest to the public. In these ltate. 
ments we include expressions which snggest the necessity for re
trenchment in public expenditures and careful consideration of bond 
issues. Even when these statements are not published in newspapen, 
they do reach the editor and are reIIected in the attitude of the n_ 
papers on question. of adn!inistrltion:' 

Most of the associations print pamphlets and leaflets for 
general distribution~ These are generally irregular or 0c

casional. One very active western association publishes a 
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monthly magazine carrying a digest of state tax news and 
reprints of articles, as well as essays and articles by the staff 
of the association. 

Public meetings are less frequendy attempted, the diffi
culty of attracting adequate attendance apparendy being too 
great. 

Study Groups 
One of the most interesting experiments in utilizing other 

organizations for the distribution of tax information is de
scribed as follows: 

.. Another part of our organization procedure is the fonnation 01 
study groups throughout the State. These study groups are c0m
posed mOldy of women and were ,tartecI at the request of some of 
the Federated Women', Oubs. We have two women in the Associ .... 
tion who conduct regularly established _ classes which are made up 
of re~tatives from a large number of individual clubs. These 
indiVIdual representatives who attend these _ classes, or _ CO\Ulo 

ciIa, ~ back into their own organizations and report on each of the 
meetmgs which they attend. At each one of these councils .... try to 
present some particular phase of taXation bringing out all of the 
facti related thereto, always being careful never to make a miwtate
ment or a ltatement that could be tenned IS propaganda. it being 
the desire on our part to conduct an educational campaign on the 
highest possible plane. for it is thus we obtain the confidence of the 
public." 

Cooptrtllio" fIIit" PulJlic OjJicitlb 
Important as is "publicity" in reaching the voters and 

compelling the attention of public officials, the most active 
and successful associations employ other methods, holding 
the popular dictum as a reserve force when all other methods 
fail. After all, few people are really interested in tax affairs 
further than to ~mble whenever the payments fall due. 
What they want IS not so much an agency to inform them, 
to teach or advise them how to protect their interests, as an 
organization to protect their interests for I,""" troubling 
them only in cases of exceptional importance. The more 
attention and action are required of the individual taxpaF.' 
the less he is inclined to support an organization which, 
after all, can save him only a few dollars one way or another 
in his own tax biD. 

18 
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Constant friendly cooperation with officials appears to be 
a most effective method used by taxpayers' associations. 

"We aim to establish close contact with public officials, and, in 
the main, have been successful. We have been far more successful 
in curbing expenditures before they reach the stage of conviction in 
the minds of the public officials than we have been in those cases 
where their opinions are already formed." 

"We do most of our work by personal contact with members of 
the legislature and public officials." 

One state association, endeavoring to promote a sound 
budget system for its state and the counties, describes its 
procedure as follows: 

"We step in and offer our services in assisting local bodies to pre. 
pare budgets. We visit counties, cities, towns, and viUages during the 
season of the preparation of the budgets and assist in their prepara
tion upon forms prescribed by the State Tax Commission. Through 
the opportunities afforded us of working with the legislature, we have 
!>eon able to maintain our budget laws and improve them from year 
to year and also to maintain tax limitations. We visit various coun
ties of the state as often as we can, trying to get to each county in 
the s~te at least once a year. At such times we talk with members 
of boards of county commissioners, county officials, city councils, 
and city officials, making suggestions for possible improvements in 
administration. 

Another organization has developed the following program: 

"The county committees meet with public officials of their counties 
and analyze aU the proposed expenditures in the form of levies, bond 
issues for school districts, roads, etc. • • • There i. no disposi
tion to criticize, but rather to assis~ them in putting efficmcy and 
economy in public administration." 

According to the replies received from taxpayers' associa
tions, considerable tact is necessary in this method of direct 
contact, for public officials are sometimes sensitive' about 
their dignity and prerogatives. No hint of superiority or 
didactic attitude should appear in the relation of taxpayers' 
associations with government officials. One association 
states as its definite conclusion, that "no successful taX ass0-

ciation has ever achieved worthwhile results through a pro
gram of bai ting public officials." 

It is worthy of remark that only three associations specifi-
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cally refer to any policy of participation in the formal public 
budget hearings. 

Court Action 
Recourse to courts is infrequent. One association, organ

ized to correct a specific evil that required judicial action, 
was compelled to go to the courts during the first four years 
of its existence, .. but since that time, we have received the 
assistance and cooperation of the officials." Only three 
other associations reported to the Conference Board that 
occasionally they had to resort to legal action. 

SPECIFIC EXAMPLES OF SUCCESSFUL ORGANIZATIONS 

Because so many aspects of the work of taxpayers' associa
tions, although highly effective in results, are intangible in 
method, it is difficult properly to allocate credit and to make 
comparisons. Divergence in programs and the natural 
differences in aims and methods between large and small 
organizations add to the difficulty of comparison. The choice 
of the organizations exhibited below as examples of successful 
operation has therefore been more or less arbitrary. They 
have been selected on the basis of their activity and their 
apparent success, in so far as these could be determined from 
correspondence with them and concerning them. 

Siall AssoeiaJionJ 
ASSOCIATION A (established in 1920, reorganized and incor

porated in March, 1926). 
Dr{lInild/ion: This association has a board of nineteen 

directors representing various business interests. Its execu
tive committee is chosen from the board of directors. Its 
officers are president, chairman of the board, vice-president, 
secretary-treasurer and executive secretary. It has an ad
visory committee, composed of the chairmen of its local c0m

mittees. These local committees are organized as branches 
of the state association. 

-Not aU of ...... C!DUJ\ty and city c:omminees will ha .... argmiza. 
dons c:aIlina for. fuIl-time~. but they will aU at _ time or 
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other have programs that demand that some money be expended for 
r=arc:h. Wherever it is necessary for local committees to have paid 
employees, they are paid by the State Association 'proper. which 
directs the raising of a suBic:ient budget for the requl1'eDlents of all 
local committeeS." 

This association employs a paid research staff to make 
studies for the state association itself and for the local com
mittees. It also employs a "tax counsellor," formerly con
nected with the state tax department and thoroughly familiar 
with the problems of the local tax units, who advises the local 
committees on their particular problems. An editorial divi
sion publishes a monthly magazine and a series of brochures. 
There is a field service staff which acts in a research capacity 
and promotes the organization of local units. 

The present membership is five thousand. Fifty thousand 
members are anticipated. Membership in the local units 
carries with it membership in the state organization. The 
dues are one dollar, including subscription to all publications. 

Objectives: Originally, improvement of tax system; now, 
"economy and efficiency in administration and expenditure 
of pubilc moneys." 

Methods: Thorough and impartial investigation of facts 
before action; "no statement until all the facts are available 
and we are in a position to prove our contention, and offer 
a practical suggestion for betterment"; publicity through 
monthly publications, brochures, newspaper releases, etc.; 
contact with officials and, through local committees, "sitting 
in" at budget-making time; educational activity through 
"study groups" or classes composed of representatives from 
local women's clubs, for study of current tax problems. 

AsSOCIATION B (incorporated in September, 1923). 
Orga"iZlllio,,: This association has an executive com

mittee of nine members. Its officers are president, vice
president, treasurer, secretary and thirteen congressional dis
trict vice-presidents. All of these officers serve without 
remuneration. County associations, considered as part of 
the central body but maintaining their own officers and re
taining own membership dues, are associated with the state 
organization. A research bureau is maintained "when funds 
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permit • • • for the purpose of advising and giving 
mformation to members." The annual dues are one dollar. 

Objectip6S: The principal objective of the association is 
It to aid, encourage and promote the reduction of public ex
penses and taxes in the state • • • and in the counties, 
cities and other political subdivisions thereof." Less 
strongly emphasized is the purpose It to aid and assist in 
obtaining such legislation as may be deemed wise and neces
sary for obtaining a proper and equitable assessment of prop
erty and collection of taxes for public revenue," 

Methods: Publicity through newspaper releases and bro
chures. A calendar of events of interest to the taxpayer is 
published, which contains such data as dates for assessment, 
for appeals, for budget hearings, and so forth. 

ASSOCIATION C (established in September, 1925). 
Organization: This association has an executive commit

tee of seven members, elected by members of association. 
I ts general council, which advises the executive committee, 
is elected and consists of one member from each county 
(usually the chairmen of the local committees). Its officers 
are president, vice-president, treasurer and secretary, all 
serving without compensation, and a paid director who is a 
tax expert. Its staff consists of a paid director, a clerk, and 
a stenographer. An !Lttomey is retained at a nominal fee to 
advise on current matters. Extra fees are paid when cases 
are carried to court. 

The membership of this association is from 150 to 500. 
I ts annual dues are )i of 1 % of property taxes paid by each 
member during the previous year. Its annual budget is 
between S10,000 and $12,000. 

Obitltioes: To promote economy in administration and 
obtam legislation for proper and equitable assessment of 
property and collection of taxes. 

"The _ impartant WOIit 01 ..... AsoociatioD since its iaaupn
tioD bas been u. oocuring legisIatioD fOr state and local g<m:nUIIeIltal 
budgets • • • The ~tioD having been ... actcd, it is clue ID 
the e8"orts 01 ClUJ' AssociatlOll that the .. bole budget IysteaI bas been 
made elFecu-M 

MttAoJs: Cooperation with local officials, particularly in 
the preparation Of their budgets; publicity through a bi-



258 COST OF GOVERNMENT IN UNITED STATES 

'monthly bulletin and the newspapers; occasional recourse to 
courts. 

ASSOCIATION D (established in 1922). 
Organization: This association operates without constitu

tion or by-laws. It has a general committee composed of ten 
members, each of whom represents one of the major business 
interests of the state. Its officers are the chairman of the 
committee, a vice-chairman, a treasurer and a secretary. 

Associated with the state association are county commit
tees, composed of representatives of each business interest, 
.. according to the complexion of the outstanding industries 
of each county," appointed by the respective members of the 
general committee (the county farmer members appointed 
by the farmer representative on the general committee, and 
so on). 

The annual dues of the association are one dollar. Major 
expenses have been met by contributions, each committee 
member pledging a certain proportion to be collected by him 
from hi~ respective industry. County expenses are similarly 
met by 'the county committees. 

Objective: "In the interest of all the taxpayers in this 
state, to assist in bringing about economies, consistent with 
efficiency, in the administration of our public affairs." 

Methods: This association believes strongly in coopera
tion with public officials. 

"The General Committee is in _00 with the legislature in decid
ing upon the state's appropriations and analyzing with them each 
item on the budget. • • • The county committees meet public 
officials of their counties and analyze all the proposed expenditures in 
the fonn of levies, bond issu~ for school districts, I'OIIds, etc." 

I t issues releases to the newspapers. The state committee is 
constantly in touch with each local association, al)d in 1925 
it tried the experiment of calling a state convention. 

"On December 7th • c:cmYelltion .... held of all county committees 
throughout the otate with the General Committee. About two 
hundred and fifty representatives were present. We believe this io 
the first meeting of ito kind ever held in the United 5tatel where 10 
complete a croso _tion of the tupaYCl'l of the entire otate were in 
attendance. It cemented the intCl'CSti of the tupaYCI'I throughout 
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the state and !lave public officials to understand that the taxpayers 
are now organl2ed and expect to find out what distribution is being 
made of the tax dollar." 

ASSOCIATION E. 
Organization: The officers of this association are its presi

dent, two vice-presidents, and an executive secretary, all of 
whom serve without compensation. Affiliated with it are 
county and city taxpayers' associations. 

Obj~ctillt: "Reduction of taxation by reduction of expendi
tures and the adoption of systems of efficiency, and the prac
tice of rigid economy in governmental affairs." Its record 
in the promotion of revisory legislation is notable. It has 
interested itself in the passage of an executive budget, in a 
serial bond law, in a tax commission law, and in other similar 
legislation. 

MttIJOtb: It seeks contact with officials. "Insofar as we 
are able to influence local organizations, we endeavor to have 
them pursue a course of friendly cooperation with public 
officials." In promoting legislation, "we have prepared 
statistics, drafted the bills, explained them to legislative com
mittees and 'lobbied' them through successfully." It pub
lishes a monthly news sheet. 

ASSOCIATION F (incorporated in 1891). 
Org,,,,iza/ion: This association has a board of trustees. Its 

officers are an unpaid president and treasurer and a paid 
secretary-manager. "The association is supported by dues 
and contributions" from its 300 members. 

C»jtctiw: To obtain "improvements in the tax laws of 
this state" and to stimulate more efficient administration. 

MtllJods: "Results have been secured through educational 
work and cooperation with other organizations. • • • 
This association has never conducted litigations, nor aiti
ciud the details of public expenditures." 

CounJy AssocillliotU 
ASSOCIATION A (estabIished in 1911). 
Orra"izaliotU: This county taxpayers' association has a 

president. five vice-presidents, who serve gratuitously. and a 
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paid secretary. The secretary is director of research. Stenog
raphers and clerks are hired" according to work to be done." 

I ts annual dues are three dollars. Sustaining members 
(larger taxpayers, ·merchants, banks and so forth) contribute 
"what they think should be their share of the undertaking." 
Its highest membership was 1,500. 

Objecliues: 
"To correct existing evils and inequalities in taxation; promote 

economy in public expenditures, both state and local, and to formulate 
and announce the most progressive economic thought and admin;'" 
trative experience available for the correct guidance of public opinion, 
legislative and administrative action on all questions pertaining to 
state and local taxation." 

MellwrJs: 
"Careful unbiased investigation • • • When this is done, the 

most successful means we have found, before making the investigation 
public, is to confer with those in authority and try to convince them 
of the savings that can be made. Il then they will not heed the warn
ing, there is no other recourse but to turn on the 'light of publicity' 
and keep it burning by publishing a bulletin or report, most generally 
in painphlet form, and sending it to the citizens. Il there is any 
merit to the suggestinns, the dected officials cannot long withstand the 
searchlight if it is kept burning over a particular spot. Dealing in 
generalities will gain little. Investigations must be thorough and 
recommendations definitc." 

ASSOCIATION B (established in June, 1925). 
Organization: This association has an advisory board of 

42 members, consisting of one representative from each town
ship and village, and two from each city precinct within the 
county. It has an executive committee of seven members, 
including the president and secretary. All serve gratuitously 
except the secretary, who receives one-half of the member
ship dues. On the qualifications of the secretaries for such 
county organizations, this association writes: 

"We advocate a young aftomey as • secretary as he is greedy to 
get an acquaintance throughout the county and is willing to work lor 
a nominal aum • • • Bein~ a legal adviser, he knows ",hen he is 
taking steps in the right direcbon and the law will back us up." 

The annual dues of this association are one dollar. Its 
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membership is between four hundred and five hundred. It 
describes one aspect of its membership policy as follows: 

"We made it a point to enroll the best attorneys in our city so we 
would have their good will in time of need, and it strengthens our 
association from a legal point of view against public officials who are 
always advocating expenditure of the taxpayers' money," 

ObjeclirM: To prevent unnecessary expenditures. 
Method: Moral pressure of the organization upon public 

officials. 

ASSOCIATION C (incorporated in January, 1914). 
Organization: This association has a board of 2S directors, 

representing town associations within the county. Its offi
cers are a president, a vice-president, and a secretary-treas
urer, all of whom serve gratuitously. Its membership con
sists of town associations and sustaining members. Its an
nual budget is between ~,OOO and SS,OOO. 

ObjectirMs: This association was originally organized to 
put a stop to the "boom lot" evil with its resulting inllation 
of assessment values and uncollectable taxes. Subsequently 
it set itself to promote economy in financial administration. 

Methods: 

.. During the first four years of our existence we were compelled 
to go to the courts, but since that time, we have received the assist. 
ance and cooperation of the officials and our duties lie primarily in 
malting the necessary research for them." 

The association's report for 1923 gives an analysis of the 
finances of the various county government departments, a 
detailed comparison covering nearly twenty years, with full 
explanations and constructive critiCISm. It is an exceptional 
piece of work. 

City Associlllioru 
ASSOCIATION A (established in May, 1924). 
Org."iutio,,: This association has an advisory board of 

not more than one hundred, selected by the membership of 
the association. This board elects an executive committee 
of five to nine members. The officers of the .ssociation are a 
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president, a secretary and a treasurer who serve gratuitously, 
and a paid manager. 

In 292 out of 300 precincts of the city, there are local 
organizations which cooperate with the city association. 

The staff of the association consists of the manager, five 
full-time research assistants, two office assistants and two 
organizing assistants. Considerable gratuitous assistance is 
obtained from members. 

The annual dues of the association are 1 % of the general 
property tax of each member. Its annual budget is about 
$30,000. 

Objectiuw "(1) to reduce taxes; (2) to keep the public 
bonded debt within bounds; (3) to stop wasteful and un
necessary expenditures of public funds." 

Methods: Taxpayers meetings, publicity and personal 
contact with public officials. Although the organization is 
built upon the political framework, and thus is given a 
political complexion, it is non-partisan in principle. In its 
reply to the Conference Board the organization states: 

"We do not sponsor candidates for office and are .tricdy non
partisan so far as party politics is concerned, but the very type of 
organization cannot help but have an influence on politics, and it is 
becauae of that that our movement can do what other movements 
have been unable to do." 

ASSOCIATION B (established in June, 1921). 
OrganiZIJ/ion: This association has a board of fifteen 

directors elected from its membership and representing major 
business interests and sections. I ts officers are a president, a 
vice-president, and a secretary-treasurer. Its staff consists or 
an executive secretary and of three to five assistants. No gra
tuitous services are rendered. 

I t has about 600 members. The annual dues are 1% of the 
total property tax paid by each member. . . 

ODjectiw:s: Current economy and efficiency, and legisla
tive revision. It describes itself as 

"A noo-politicaJ citizms' agency, organized ... promote dl"ective 
citiunahip, ltDdy public busin.... cooperate with officials, and 
specifically ... work for economy and dliciency ill governmental 
aft"ain." 
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Methods: Publicity through other civic organizations,news
papers, bulletins. It encourages close contact with public offi
cials. It has had recourse to courts upon occasion. 

ASSOCIATION C (established in September, 1921). 
Organization: This association has a board of 36 trustees. 

Its officers are a president, two vice-presidents, a treasurer, a 
manager and counsel. Its staff' consists of the manager and 
one paid assistant. The research staff' of the city organiza.
tion also serves as a research bureau for the state taxpayers' 
association, the latter being equipped with nQ permanent 
staff'. "The local organization has had such a large share in 
the state's side of tax reduction as to make that part of the 
work practically a function of our local league ... 

The dues of the local association are one dollar per annum. 
"Our annual budget (from $8,000 to $10,000 a year) is se
cured from subscriptions on the same basis as a Chamber of 
Commerce." 

06jectiflts: Reduction of expenditures and· promotion of 
wise financial administration. 

Mdhod: Publicity is the chief method employed by this 
organization in achieving its objectives. 

"The _ why we • • • have beea able to _p1isb these 
resulta is that we have carried on a continuous campaign of educating 
the people 01\ the c:ost of government ad ita .... te ad the Deccssity 
/'or taX reductioD. iD order to get back iD our borders the DeW capital 
and iDdllltry Decessary /'or our development. Our local organizatioD 
h.. a mailing list /'or ilB publications of approximately 5,000 real 
property taxpayers." • 



CHAPTER IX 

GENERAL SUMMARY AND CONCLUSIONS 

J\ S a nation grows, it is inevitable that the cost of the 
.ll... upkeep of its governmental organization should also 

rise, because national growth as reflected in the increase 
in population, development of large urban centers, economic 
and particularly industrial expansion, creates numerous 
problems which demand governmental supervision and con
trol. Expansion of governmental activities, which carries 
with it increasing public expenditures, is justifiable, however, 
only if it is a reflection of intelligent demand for those activi
ties. For this demand to be intelligent, the voters of the 
country must acquaint themselves with at least the primary 
facts of the finances of their governments. They should 
know the amount and purpose of public expenditures, the 
sources from which the necessary revenue is obtained and the 
more salient effects of the country's system of expenditures 
and taxation. 

PUBLIC EXPENDITURES 

Gross expenditures of all governmen tal au thori ties of the 
United States increased from S855 millions in 189()1 to 
SI,570 millions in 1903. Ten years later their expenditures 
amounted to S2,919 millions, while in 1923 they rose to 
S10,265 millions. In 1925, the last year for which complete 
figures are available, the cost of governmental organization of 
the United States totalled Jll,l24 millions. From 1890 to 
1925 the total of public expenditures increased 1,201 %; the 
increase from 1913 to 1925 was 281.1%. During the last 
year for which data are available, i. e., from 1924 to 1925, 
the increase was only 1.3%. 

During these years th~ United States has increased in 
population by 83.3% and in wealth by 446.6%. Moreover, 
there has been a change in price levels that must be taken 

I ThruuIIhout dUo 1IUIUIl...,. the ........... t or. year without funberqaalificaoioD 
indica ... ibe fiacaI year eDdins in that caJendar y .... 

26t 
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into consideration when measuring the true growth of the 
cost of government. When the public expenditures of the 
country are expressed in dollars of a constant purchasing 
power, in "1913" dollars or at 1913 prices of commodities at 
wholesale, and when the increase in population is taken into 
account, it is found that relative per capita Jlublic expendi
tures increased 354% from 1890 to 1925 and Just a little over 
100% from 1913 to 1925, while there was an actual decrease 
of 1.4% between 1924 and 1925. 

It is not likely, however, that the decline in .. true" ex
penditures for 1925 foreshadows a downward trend •. After 
declinin~ in 1925, the purchasing power of the dollar in
creased In 1926. During the fiscal year ended in 1926, the 
expenditures of the Federal Government were $3,936 mil
lions, an increase of 4.54%. Stated in "1913" dollars, this 
figure becomes $2,607 millions, showing an increase of 9.91 % 
over the 1925 total. Statistics of expenditures of the state 
and local governments are not available for 1926 but, if the 
previous trend in curren t dollar expendi tures of these govern
ments had continued through 1926, and there are indications 
that it has done so, the total of "true" expenditures of all 
governmental authorities of ·the United States must have 
exceeded the 1925 figure by a considerable amount. 

On the basis of the number of persons gainfully emJlloyed 
in the United States, public expenditures, expressed In cur
rent dollars, increased from $36.67 in 1890 to $259.24 per 
person gainfully employed in 1925; in "1913" dollars these 
figures become S45.54and $163.35 respectively. In 1924, each 
person gainfully employed in the Umted States paid $172.02 
("1913" dollars) to defray the cost of government, or SS.67 
more than in 1925, while In current dollars expenditures per 
person gainfully employed were $1.73 greater in 1925 than 
In 1924. Comparison of the figures in Table 82 indicates 
clearly that the decrease in the purchasing power of the 
dollar, caused by rising prices, was mainly responsi ble for the 
enormous increase in public expenditures since 1913. 

The Federal Government was mainly responsible for the 
check to the CXJ?ansion of public expenditures during recent 
years. Slight increases in the running expenses of the 
Federal Government from 1923 to 1925 were more than 
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TABLE 82: TOTAL GOVERNMENT EXPENDITURES, UNITED 

STATES, 1890 TO 1925 
Gro. Expenditures 

In ('1913" Per Capita Per Penon Gainfully y,., In Current Employed 
Oollal"l (In Dollan (In 
milliooo) miltiOOl) In Curreot In "1913" In Curreat In "1913" 

Dolla,. Dolla,. Doll.,. 00 .... 

1890 $855 $1,062 $13.56 $16.84 $36.67 $45.54 
1903 1,570 1,836 19.39 '1267 49.71 58.13 
1913 2,919 2,919 30.24 30.24 74.90 74.90 
1923 10,265 6,678 91.90 59.79 242.15 157.54 
1924 10,983 7,336 96.58 64.50 257.51 172.02 
1925 11,124 7,009 96.41 60.75 259.24 163.35 

offset by decreases in interest payments as a result of refund
ing and debt redemption. While federal expenditures have 
thus been declining materially from their wartime peak, state 
and local expenditures have been increasing. This tendency 
has markedly changed the respective proportions of federal, 
state and local expenditures in the combined total. In 1890, 
the Federal Government disbursed 34% of all gross expendi
tures. In 1913, the proportion was only 23.7%. As a result 
of the extraordinary demands upon the Treasury of the 
United States during the World War, federal expenditures 
completely overshadowed all others, amounting to 80% of 
the total in 1919. In 1925, federal expenditures again con
stituted only 34% of all governmental expenditures of the 
country, while state and local expenditures amounted to 66% 
of the total. 

Functional Distribution of Public Expenditures 
In 1925, military and protective activities accounted for 

36.2% of the gross expenditures of the Federal Government; 
payment of interest for 23.4%; debt redemption for 19.5%; 
general government for 10%; highway construction and 
maintenance for 2.6%; and educational activities for 0.3%. 
In the same year expenditures for education represented 
29.2% of the total gross expenditures of the state and local 
governments; highway construction and maintenance ac
counted for 20%; debt redemption and payment of interest 
for 11.8%; protection and military activities for 9.8%, and 
general government for 6.6%. 



GENERAL SUMMARY 267 

Expenditures for education are the largest single item in 
the state and local budgets, and the smallest item in the 
federal budget. In 1925, the local governments spent 
$1,731.8 millions or 29.7% of their gross expenditures for 
schools; the state governments spent for the same purpose 
$433.7 millions or 26.2% of their gross expenditures, while 
the Federal Government spent only $12.9 millions on its edu~ 
cational activities. 

The largest single item of the total cost of government in 
1925 was debt service, that is, the payment of interest on the 
public debt and the redemption of matured obligations; 
$2,482.4 millions, or 22.3% of the gross total, were spent for 
this purpose. Education came next, with $2,166.7 millions; 
$2,085.4 millions were spent for protection, while expendi~ 
tures for roads, streets and canals accounted for $1,567.5 mil~ 
lions. Of the combined net total of governmental expenditures 
in 1925,25.1% was spent for education; 24.1% for the protec
tion of persons and property and for national defense; 18.1% 
for road and highway construction and maintenance; 11.8% 
for social welfare, and 10% for general government. 

EXPENDITUIlES FOil EDUCATION 

As the most important item of net public e~nditures the 
cost of public education deserves special conSideration. In 
1890,1 the country's bill for grammar and high schools under 
public control was $140.5 millions. Ten years later it was 
)5215 millions; in 1910 it rose to $426 millions; a decade later 
it amounted to $1,036 millions. In 1925, the last year for 
which full figures are available, public school expenditures 
increased to $1,946 millions. From 1890 to 1925, public 
expenditures for education increased 717.7%. During the 
fifteen years, 1910 to 1925, the increase was 356.5%. or the 
increase between 1910 and 1925, the decreased purchasing 
power of the dollar was res~nsible for 195.80/0. while in
crease in the number of children of school age, a higher 
proportion of enrollment, and better attendance accounted 
for 900/0- When price changes and all factors of material 
expansion are conSidered, the true increase in public expen~ 
tures for education from 1910 to 1925 was only 37.1'70-

'Espeadi _____ Ole _ ....... ,..... 
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From 1890 through 1925, the proportion of school expendi
tures devoted to salarieS of teachers and administrators de
clined from 65.3% to 51.5%. This relative decline was offset 
by increases in the proportion devoted to new construction, 
especially in recent years, and in the proportion devoted to 
general main tenance. 

The Pacific and Middle Atlantic states show the greatest 
ability to support education, as measured by the number of 
children for whom they must provide educational facilities 
and by the economic resources upon which they can draw to 
provide such facilities. These states also make the most 
liberal provisions for their school systems. The southern 
states, in general, as measured by these criteria, rank low in 
their ability to support education. 

ROAD AND HIGHWAY CONSTRUCTION AND MAINTENANCE 

In 1904,' the total road and highway mileage of the country 
was 2,151,379 miles; in 1925, it was 3,060,081 miles. In 
1904, 7.1% of the total was surfaced, as compared with 
17.3% in 1925. In view of the fact, however, that facilities 
for the collection of data in 1925 were superior to those in 
1904, there may have been roads in existence in the earlier 
year which were not reported. 

Expenditures for Roads and Highways 
One result of this road and highway development has been 

a rapid increase in government expenditures for road and 
highway construction and maintenance. In the year 1904, 
$75,965,995 were raised for highway purposes, and of this 
amount $19,818,236 represented the value of statute labor. 
In 1925, the country's road and highway bill (exclusive of the 
cost of city streets) was $1,241 millions. A considerable part 
of this increase is accounted for by the growing activity of 
the state governments in road and highway construction. 
Whereas the state governments raised only 3.5% of the 
current highway revenue in 1904, in 1925 their proportion 
was 37.3%. In the same-year, the state governments issued 
49.5% of the $285.8 millions of road and highway bonds. 

In 1925, $651.9 millions, or more than 50% of the total 
road and highway expenditures, represented new construe

• Hish ... y figweo (or caIeadar ,..... 
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tion, while $176.4 millions or 14.2% of the total was spent for 
the payment of interest on highway indebtedness and for 
the repayment of this indebtedness. 

SourteS oj Highway Revenue 
Highways represent capital investments made through 

the government and are expected to yield benefits over a 
long period of time. In recent years the method of financing 
highway construction and maintenance has taken on many 
characteristics of public utility financing. A large portion of 
the cost has been placed upon the immediate beneficiaries of 
the highways through the motor vehicle license charges and 
the gasoline taxes. . 

This development has paralleled the shifting of highway 
support from local to state finance, and even to federal 
finance through the growth of federal aid. In 1904, the 
revenue received from license charges was barely sufficient to 
cover registration costs. In 1925, the motor vehicle license 
charges, earmarked to highway support, and the newly devel
oped gasoline taxes, amounted to $360.5 millions and repre
sented 37.6% of the current highway revenue of the year. If 
the $92.2 millions of federal aid, which was more than cov
ered by federal excise taxes on motor vehicles, parts and tires, 
is added to this figure, it becomes clear that nearly 50% of 
the current highway revenue in 1925 was paid by the users 
of roads. In individual states-Connecticut, Illinois, Michi
gan, New Hampshire,·Rhode Island and Vermont-more 
than half of the current highway revenue in that year was 
derived from the motor vehicle license charges and gasoline 
taxes alone. 

In 1926, these license ch~ and gasoline taxes yielded a 
highway revenue of $476 millions or $117 millions more than 
in 1925. The yield from these taxes may be ~ted to 
increase even more rapidly in 1927 as a result of action taken 
by the last sessions of the legislatures increasing the rates of 
the motor vehicle license charges and gasoline toes. 

PuBLIC DEBT 

In 1919, the gross debt of the Federal Government 
amounted to Sl5,481 millions. A part of this total repre-

19 
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sen ted loans to the Allied Powers made during and imme
diately after the war; a part had been incurred to meet war 
expenses of the Federal Government. By January, 1927, 
this debt had been reduced to about nineteen billion dollars. 
Sinking fund appropriations accounted for 29.8% of this six 
billion dollar reduction; 22.2% was repaid out of the billion 
dollar balance remaining in the Treasury of the United States 
after the war; 13.6% represented foreign debt payments 
made in United States securities; and earmarked internal 
revenue accounted for 3.5%. The remaining 35.7% was 
repaid out of the annual treasury surpluses. 

As a part of the process of this debt reduction, there have 
been fundings of short-term debt into bonded debt and con
versions of bonded debt into short-term debt, with a view to 
effecting savings in interest and a better maturity schedule. 
The net result of these operations between July, 1919, and 
December, 1926, was to reduce the bonded debt by $557.4 
millions and the short-term debt by $5,854.6 millions; but, 
in accomplishing this, the treasury balance of over one 
billion dollars was consumed. 

The amount of annual sinking fund appropriations for the 
redemption of the national debt is more or less fixed. Foreign 
debt payments in United States securities, which are directly 
cancelled, and foreign debt payments in cash, which go to 
swell the ordinary receipts and hence the possible annual sur
pluses, are complementary and will, under the terms of the 
funding agreements, increase slowly from year to year. The 
unencumbered balance in the Treasury from which one 
billion dollars of the debt was retired is now consumed. 
Therefore, if the rate of retirement during the last few years is 
to be maintained, greater demand will have to be made on the 
annual surpluses. Departmental expenditures of the Foderal 
Government can hardly be "reduced any further, and on the 
revenue side, one source of debt reduction, receipts (rom sales 
of war assets, is rapidly declining in importance. To main
tain the present rate of debt reduction, then, will prove a 
heavy drain upon tax revenues. . 

There was a surplus of $635.8 millions in the fiscal year 
1926-27, which can be applied to debt reduction. The tax 
revision of1926, however, is likely to cause a decrease of about 
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$50 millions in miscellaneous tax collections in 1928. This 
fact and the expected decline in the collection of back taxes 
and in the liquidation of capital assets should reduce con
siderably the surplus in 1928. It is therefore unlikely that the 
loss of funds formerly available for debt reduction out of 
specific internal revenue· items and out of the treasury 
balance will be to any extent offset by future illcreases in the 
annual surplus. In the future, the government may have 
to decide between continued debt reduction and continued 
tax reduction, since from now on the greater part of the 
reduction of the national debt must be accomplished through 
current tax revenue and will be reflected in the federal tax 
burden. 

FOIlEIGN DEBT SETTLEMENTS 

Nearly ten billion dollars of the principal of the foreign 
debt owing to the United States has been funded out of a 
total of about twelve billion dollars. The debt settlements 
provide for a series of payments, ranging from $210 millions 
In 1927 to $422 millions In 1983. According to the existing 
debt agreements, the entire debt owing to the United States 
will be liquidated by 1987, when principal and interest pay
ments will have totaled $22,144 millions. 

The average rates of interest under the provisions of the 
funding agreements range from 0.4% in the case of Italy to 
about 3.3% for Great Britain and all other debtor nations, 
with the exception of Jugoslavia, France, and Belgium, which 
are charged less than 2% interest even after taking into 
consideration interest accrued prior to the funding. 

Great Britain will pay more than 50% of the total amount 
to be eventually received from these payments, although 
she is responsible for only 40% of the funded debt. Italy, 
France and Belgium will pay a lesser proportion than is re
presented by the principals of their funded debts. 

STATE AND LocAL BOllllOWlNGS 

. While the Federal Government has been actively reducing 
its debt during the last few years, 1 the state and local govern-. 
ments have been increasing their indebtedness. During the 

.,...... for ... 1II1IIId ..... I>onowioeo .... for .. • t ___ . 
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four years 1923 through 1926, these governments incurred 
$5,118 millions of new indebtedness, exclusive of refunding 
issues. More than 50% of the new borrowings was made by 
the municipalities and the minor civil divisions; 13.4% was 
incurred by school districts. During the same period coun
ties borrowed $811 millions and the state governments $775 
millions. 

A complete functional distribution of the combined in
debtedness of the states and of the localities can not be cal
culated. It should be noted, however, that more than 50% 
of the indebtedness of the state governments in 1925 was 
incurred for road construction, 18% for soldiers' and sailors' 
homes and 10% for public utilities. In the case of cities with 
populatiol).s in excess of 30,000, 30% of their indebtedness in 
1925 was incurred for streets and sewers, 26.5% for public 
utilities and 21.3% for schools. 

In 1913, the total state and local debt of the country was 
$3,196 millions, or $33.11 per capita. In 1922, it rose to 
$7,264 millions, or 127.3%; because of the increase in popu
lation, however, the per capita debt increased to only $66.10, 
or 99.6%. During the next three years the total debt rose to 
$9,865 millions and the per capita debt to $85.50. The ratio 
of the state and local debt to national wealth increased from 
1.7% in 1913 to 2.8% in 1925. 

From 1922 to 1925, the total of state and local borrowings 
increased with each year. The figures for 1926 indicate that 
this trend has been checked. The net borrowings of state and 
local governments in 1926 amounted to $1,343.5 millions, 
and this sum is lower than the amount borrowed in either 
1924 or 1925. 

TAXATION 

The tax collections of the country, expressed in current 
dollars, reached their peak in 1921, when they totaled 
$8,838 millions, as compared with $875 millions in 1890 and 
$2,194 millions in 1913. As a result of the federal program 
of tax reduction, which offset continued increases in tax col
lections on the part of the state and local governments, the 
total collections were reduced to $7,234 millions in 1923. 
Since that year there has been an unbroken increase in tax 
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collections, until in 1926 they amounted to $8,555 millions, a 
figure slightly below the peak of 1921. These variations are 
shown in Table 83 in summarized form. 

TABLE 83: TOTAL TAX COLLECTIONS, UNITED STATES, 

1890 TO 1926 
Tu CollecrioDi 

v ... P. C.pit. 
P .. Penoa G.iaruU,. 

In Curftllt III 1'I9U" Employed 
Dollnl(l. Donan (1. 

In Cunat In "19U" In Curnat Ia "1913'· Milliou Milliaao) 
Dona .. Dolla .. DoUan DoIII .. 

1890 $875 $1,087 $13.88 $17.26 $37.52 $46.61 
1903 1,382 1,616 17.07 19.95 43.76 51.17 
1913 2,194 2,194 22.73 22.73 56.30 56.30 
1919 7,465 3,616 71.10 34.44 180.88 87.62 
1923 7,234 4,706 64.77 42.13 170.64 111.02 
1924 7,821 5,224 68.n 45.94 183.37 122.48 
1925 7,891 4,972 68.39 43.09 183.89 115.87 
1926 8555 5.665 73.04 48.37 198.17 131.24 

During this period the population of the country and the 
number of persons gainfully employed increased steadily, by 
83.3% and 84% respectively, while the price level and 
national income varied. Consequently, when expressed in 
terms of the purchasing power of the dollar,or as a proportion 
of national income, the increase in tax collections has been 
neither so regular nor so pronounced as when expressed in 
current dollars. 

In 1921, 15.9% of the national income was absorbed by 
taxes, as compared with 10.9% in 1919. The tax burden 
declined to 10.1% of the national income in 1923. Since that 
year the ratio of taxes to national income has remained rela
tively constant, between 10% and 11%. In 1926, federal 
taxes amounted to 4.1% of the national income, local taxes 
to 5.20/0. and state taxes to 1.6%, as compared with 6.6%, 
0.80/0. and 3.5% respectively in 1919. 

Since 1919, the share of the Federal Government in the 
total tax collections of the country has been declining. 
Whereas in that year the Federal Government was responsi
ble for 60.3% of the nation's taxes, in 1926 federal taxes 
amounted to only 37.5% of the total tax collections. In 
1890, the Federal Government collected 42.7% of the coun
try's taxes; in 1903~ the percentage was 37.7, and in 1913 
the share of the Federal Government was 30.4%. 
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The proportion of the country's tax collections absorbed 
by the state and local governments is shown in the following 
table: 

Year State GoYemlllelltil Local GOYemmeaq 
1890 .•• .•...•...••..••.••.• .. 11.0% 46.3% 
1903 .•.....•..•.••.••.•..... . 11.2 51.1 
1913 ....••....••.•..........• 14.0 55.6 
1919 .•..•••........•.•.•..•.• 7.6 32.1 
1921. •..........••....••..••. 8.9 35.6 
1922 .•......•••.•..•.....•••• 11.4 42.1 
1923 .•.•••.........•....••.•• 12.7 45.4 
1924 .•.••.•....••...••.••... . 13.0 46.2 
1925 ••.•.•.•.•..••.••.••...•• 14.0 48.4 
1926 ......................... 14.8 47.7 

In 1913, state and local governments collected 69.6% of 
the total tax bill of the nation. During the war this propor
tion declined sharply, because state and local fiscal require
ments were reduced in order not to interfere with the function 
of the Federal Government in connection with the conduct of 
the war. In 1919, state and local taxes amounted to only 
39.7% of the total tax bill. In the past few years, however, 
the share of these governments in the country's tax collec
tions was about 60%. 

The rates of increase of state and local taxes during the 
last few years have been markedly regular. This increase 
may be attributed chiefly to the nation-wide growth in ex
penditures for road and highway construction and mainte
nance, and for educational' support. 

Geographic Distribution of TalC Collections 
Because of their overwhelming preponderance in popula

tion and concentration of wealth, the Middle Atlantic and 
the East North Central states paid nearly three-fifths of the 
federal taxes in 1925. New York alone contributed 22.8% of 
the federal tax collections .. 

In recent years, federal tax collections from the New Eng
land and West North Central states have been declining, 
whereas those from the South Atlantic and South Central 
states have increased, reflecting an expansion of industrial 
activity in these section~of the country. 

Since local taxes compose so large a proportion of the 
combined state and local tax collections, it is to be expected 
that the general trends are to a large extent determined by 
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the local tax collections. In harmony with this view, it is 
found that the most rapid increases of local taxes in recent 
years have occurred in the Pacific and in the South Atlantic 
states. The average increase for the former group from 1922 
through 1926 was 46.9%. The lowest rates of increase during 
these years were in the West North Central and in the 
Mountain states. 

As a result of the centralization of highway and school 
functions, the proportion of state taxes to combined tax col
lections is increasmg. This is most noticeable in the West 
South Central states. 

The modern fiscal ideal is to distribute the burden of taxa.
tion amon~ individuals and groups according to their eco
nomic ability. The achievement of this ideal depends on a 
practical and comprehensive understanding of the factors 
which determine the distribution of tax burdens. . 

THB TAX BURDBN ON AGRICULTURB 

Available evidence indicates that the crux of the farm tax 
problem lies in the uncertain relationship of farm taxes and 
farm income. Farm taxes, based on property values, are a 
stable factor, while farm income varies widely from period 
to period according to the circumstances of agricultural pro
duction. From 1909 to 1915, the gross income of the farmers 
increased from S5.647 millions to S7,473 millions. The net 
income and the net profits showed a gratifying increase, but 
taxes increased even more rapidly. The burden of farm taxes. 
therefore. increased from 4.9% in 1909 to 6.4% in 1915, as 
measured by net farm income, and from 10.9% to 11.70/0. as 
measured by net profits. From 1915 to 1919, farm income 
and farm profits increased much more rapidly than taxes. and 
the burden of farm taxes decreased during this period to 
4.40/0. as measured by net income, and to 7.070. as measured 
by net profits. The tremendous decline in farm income and 
farm profits during the next two years made the farm taxes 
appear an unbearable burden. In 1921, the net income of 
the farmers amounted to S6,269 millions, and their net 
profits to $138 millions. In that year farm taxes absorbed 
nearly 13% of the farmer's net income. In the succeeding 
year taxes absorbed 16.4% of the net farm income and n.7% 
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of the net farm profits. By 1926, the ratio of farm taxes to 
farm income had fallen to 12% and the ratio of farm taxes to 
farm profits to 30.4%. 

In general, taxes on agriculture are found by the Con
ference Board to be a greater burden, when measured by 
income or profits, than are the taxes on other economic 
activities. Property taxes constitute the basic element of 
the state and local tax systems, and they bear more heavily 
upon the farmer than upon other economic groups because 
of the low ratio of farm income to farm property values. 
Contributing factors to this low ratio of farm income to farm 
values are the economic inertia characteristic of agriculture, 
the lack of alternative investments and the capitalization of 
anticipated profits during the first two decades of the present 
century. 

The crisis of the farm tax problem seems to be past. Gross 
and net farm income have increased slowly but persistently 
since 1922. Farm values have declined since 1920, so that 
the assessments based on these values have also been re
duced, thus offsetting the rise in tax rates which continued 
in most ,states. 

TAX BURDEN ON CORPORATIONS AND INDIVIDUALS 

The ratio of taxes paid by corporations to their net profits 
in recent years has varied from 82.7% in 1921 to 27.8% in 
1923. In 1924, taxes absorbed 98.3% of the net profits of 
agricultural corporations, 26.1 % of the net profits of manu
facturing corporations, and 30.1% of the net profits of all 
corporations. 

In general, state and local taxes bear little relation to the 
tax-paying ability ofindividuals as measured by their income. 
Such trend as is in evidence is regressive, rather than pro
gressive. Since the corporation dividends constitute a rela
tively greater rroportion of the income of the higher income 
classes than 0 the lower income classes, and since corpora
tion taxes, to the extent that they are not shifted to con
sumers, represent a reduction from dividends which otherwise 
might bave been paid, the corporation taxes represent a 
relatively heavier burden on the higher income classes. The 
federal income tax, both in its statutory rates and in its 
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effect, is definitely progressive. It is to be noted, however, 
that the statutory deductible allowances effect a much 
greater saving in taxes to the higher income classes than to 
the lower. 

Governmental expenditures and, consequently, indebted
ness and taxation have increased rapidly in this country dur
ing the I?ast quarter of a century. The expansion of the 
country In pol?ulation and wealth which has necessitated 
increased actiVIty on the part of all branches of the govern
ment concerned, the steadily broadening scope of the func 
tions of government, the legacy of the war in the form of a 
heavy national debt, which is being paid off now and whose 
redemption will be an obligation for years to come, and the 
decreased purchasing value of the dollar, are the four primary 
factors in the increase of the cost of government. 

An increase in taxation, public borrowing and public ex
penditures is justifiable only if it is a reflection of the public 
demand for government services and benefits. This demand 
is made effective through representative government. The 
voters and taxpayers of the country are thus in a position to 
control public expenditures and keep them at a level which,· 
in the opinion of the majority, is In accord with the best 
interests of the country. In this connection, a useful service 
is being rendered by taxpayers' associations and similar civic 
organizations whose purpose is to disseminate knowledge of 
public fiscal affairs and impress the voter with the impor
tance of understanding the business of government. 



APPENDIX A 

LIST OF TAXPAYERS' ASSOCIATIONS 

'T""HIS list expressly excludes civic organizations, bureaus of 
1. research, chambers of commerce and similar organizations 

whose interests are not confined to taxpayers' problems. 
It includes all taxpayers' associations that have been operative 
during the years 1922 through 1927. Organizations marked with an 
asterisk (.) were either reported as inoperative by June 1927 or 
made no reply to a final check questionnaire sent to them in that 
month. 

s .... Location Name of Aaoci.tioa oa;"" Scope 

Arizona ..... . Bisbee. Cochise County T .... Van"" Johnson, County. 
payers' ~ari~ Seer· 

Cliftou. Gti:enIce County ~"" H. E. Brubaker, County. 

Globe.. 
Gif.ayera' Association. W~.: Keegan, County. a County Taxpay_ 

ers' Association.. A.~bauld, Jerome. Yavapai CountyT.,.. County. 
payers' Auociation. R.~·Mome, County. Nogales. Santa Cruz ~ty 
Taxpayers' . Seer. 
tion. 

PhoeoiL Stare Taxpayers' A.. V. Haney, Seer. State. 
lOCiation, 503 Luhn 
Buildi 

SaII"ord. Graham~tyT .... County. 
pay .... Asooc:iatiou. 

California. •••• "Loa Angdes. California Income State. 
Taxp.y .... ·:::: 
:::s924 W . 
IOn uiIding. 

Van"" H. E ...... State. LooAngdes. Califomia Taxpay .... 
Asooc:iatioa, Sub. EL Seer. 
!"ayTerminalS,;;jd 

LooAngdes. T.:telief Asooc:iation 
of California, 41&-
20 Americao Balik 

StDUg/llOn 
Cooley, Seer. 

State. 

BuiI~ 
'OakIaod. Alameda ty ~"" E. W. WdliamI, County. 

yen' Asooc:iatioo. Seer. 
*SaIiuaa. ~tere,. ~oQnty J. W. Grime&. County. 

1,'axpayen' . 
bOn. 

Connecticut. •. "Hartford. The LaDdlords' and 
Taxpayers' -;' . 
tiODt SO State St:reet. 

Ju. W. K-. 
Seer. 

City. 

278 
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State Loc: .. ioo Name of AIIoci.tion 0tIi ... S"' .. 

Delaware .. ... WUminstoD. Taxpayen' R ...... ch Russell Ram .. y. State. 
Le~ or Delaware, Dir. 
303 nduatrial Truat 
Buildi 

GOOI1Iia •••••• ·Atlanta. Georgia "'~a~' Frank Weldon, State. 
League. 69 • ryor Secy. 
Street. 

Illinoia ....... Chic...,. Civic Federation or Douglu Suther- State. 
Chicago. 105 W. land. Secy. 
Monroe Street. 

Chic...,. C:rcchoalovak T .... 
r,ayen' A:aoclatiOD, LocaL 
407 W. 22nd PL 

Chic...,. Lawndale Taxpayen' Louia KJOiIb, LocaL . 
ASIOCiation. 3437 Secy. 
W. 23rd St. 

Chic...,. 26th Ward Taxpayen' Frank Vilimek. LocaL 
Anoc:iatioD. 1652 Secy. 
Throop St. 

Indiana ...... Indianapolis. Indiana Taxpayen' Harry Mieo& State. 
A •• ociation, 315 
Hume.Mansur 

Kanau ....... 
Buildinl. 

J. M. K .... er. TopekL Kanau State Taxpay State. 
..... Orpnization. Secys 217 W. 

21st t. 
Kanau Cil7. Civic Tu l.eaBuo oj Eo M. Baddina- State. 

K ....... lOOP ..... 
Kentucky ..... Louio,,;u .. Kentucky Tu Reform P. N. Clarke, State. 

AlIOCiation. Col ...... Secy. 

M ....... _tlO 
bia BuiIdintJ. 

Phili Nichols, BoatOD. M ....... uact.. Tu_ State. 
1::'" ConfCrence d 

mime, 11 8M. 
..... St. 

MinD_ta •••. Duluth. Taxpac:'l.eague of R. M. Goodrich, CounI7 
St. io CounI7. Secy. ODd 

·Manka .... 
917 Toner BldJ. 

0. W. Waibr. 
Cil7. 

TaxpaYCl'l' AIIOCi ... CounI7. 
tion of BI",; ~ Prea. 
Coun~317 , 1an-H' '" B .... 

MjDneepMa. Mi..-. T~~ H. J. MiIIor. Ez. State. 
en- A..a.tion. Secy. 

MiuftpoIio. 
McKn ... tB .... 

H. J. Miller. CiI7. TupaYCl'l' AIIOCi .. 
tionolMi ...... ~ MaT. 

i"St. PauL 
928 McKnitJb. 

Tupa • Anoc:ia- City • 
..... ~t.PauL 

M'-n ...... KanauCiI7. Tupa~' I.-ue. Plene R.l'IIrw. Sta .... 

rc-.... 924 timonA_ Secy. 
MontaDa ••••• U.....,. CounI7 Tu. Frank Babr. County. 

"'YCI'I'~"" Prea. 
PoDdeno CounI7 Tu. J ...... Suden, County. 

i"DaytOD. LatYCl'lc:..:.17 ';.-:: 
Prea. 

J. A. Sbh. County • 
......... AIIOCiation. Sec". 
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Stare Locatioa N.me of Auoc:iuioa om .... s.. .. 
*Fairview. Richland Coun'T Tax- C. P. Cob, County. 

~y~' ~ado~ P .... 
·Glugow. V ey County T.,.. J. Pattison, P .... County. 

payers' Association. 
·Glendive. Dawson County Tax- Frank P. F1em- County. 

£ayers' Association. ingP ..... 
-Havre. H County Taxpay. Goo. Ii. Bourne. County. 

era' Associ.tion. 
"Harlowton. Wheatland County 

~.xpayers' Aaao-
E. C. 

P ..... 
Buter, County. 

aRtiOD. 
"Helen .. Lewis and Clark Goo. Freeman, County. 

County Taxpayers' Secy. 
Asaociation. 

Helen .. Montana Taxpayers' John Edserton. Sram. 
Association, P. O. 
Box 577. 

·KalispelL Flathead County Tax- H.G.Miller. County. 

"Lewistown. 
payers' Association. 

J. Quickenden, County. Ferg .. County T.,.. 
payers' Association. Pres. 

*Livingston. Park County Taxpay. O. T. Annatrong, County. 
en! Association. P .... 

·M' .... ul .. Misooula Coun'T T.,.. Frank Thom .. , County. 
payers' Al8OClation. P .... 

·Roundup. Musselohell County L R. CIJTOll, County. 
~axp.yera· Asaocia.- P ..... 
bon. 

·Sheridan. Madiaon County Tn- William Rhodea, County. 
payers' Aseociation. P ..... 

"Toaton. Broadwater County B. B. Brisa>e, County, 
~axpayen! Asoocia. P .... 
tlOD. 

Nevada ....... Reno. Nevada Taxpayen' F. N. Fletcher, Stam. 
AssociatioD, 3f17 Dir. 
Reno National Bank 

N .... M..;co .. Santa Fe. 
Bldg. 

Rupert F. Asp. Stam. Taxpayers' Aseoci ... 
tion of New Mexico, lund, Dir. 
P. O. Box 557. 

N .... york .•.. Albany. New York State To Chao. J. Tobin, Sram. 
Association,95Srate P ..... 
St. 

Buffaln. Realty Tn Auoeia.. William Speidel, City. 
tion, 328 Prudential Mg. 
Bldg. 

LocaL BnmL Highbridge Tapa,. V1,_S.Tanm. 
ers' A •• ociatioD, 
1431 Boocobel Ave. 

·BI'OIIL Taxpayera' Alliance, E. L Franz. LocaL 
1495 hoe Ave. l'radc 

·Brooklyn. Allied Boxrda ofT M. J. Men-. 
and Taxpayera' As. ough, Secy. 
-;ation, 983 Madi-
&On St. 

·Brooklyn. Bath Beach Taxpay. M.G.Mqnth. LocaL 
era' Aaociation, .7 
First St. 
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"Brooklyn. 

Brooklyn. 

"Brooklyn. 

"Brooklyn. 

Brooklyn. 

"Brooklyn. 

"Brooklyn. 

"BrookI7n. 

Manhattan. 

Manhattan. 

~. 

Name of AIIQc:iuioD. 8 .... 

Central Flatb"" Till<- GJ'OI!OIY WciD. Local. 
payers' Assoc:iatiOD, .tein. 
216 E. 21st St. 

FJotbuah Taxpayen' F. C. Wand- Local. 
and Civic ~a- macher. 
tioD,1290 New York 
Ave. 

GreenpoiDt Taxp.y- Edward Welch, Local. 
en' and Citizen.' Pres. 
Association, 114 
Greenpoint Ave. 

Taxp.y .... • Protective e. F. Harwood. Local. 
Alloci.tion of 
Brooklyn, 576 Do. 
catur. 

TweDty..,ighth Ward H. Edelmann, Local. 
1'axPA:':t!"tec:- Secy. 
bve abOD 
1 UHK 195th St., 
HoUi .. N. Y. 

Van SickleD Taxpoy- W. E. Bu..-, Local. 
era' A.lodatioD. Secy. 
Inc., 2800 0ca.D 
Parkway. 

Vanderveer Park Till<- Albert Kuelli"IL Local. 
pay ..... ~.tiOD. Secy. 
1266 Ne. York 
Ave. 

Wi""- Place To. John Koehn, Local. 
p.~' Associatioa, Secy. 
248 Wi""- PL 

Woodl.wn Taxpayers' Arthur E. Bill- Local. 
~atiOD, IMI inatao, Secy. 
Gnveaend Me. 

New York Tu: L. A.e.pleJdeU- State. 
fonn AaaociatioD, 
IS4N ... uS .. 

Sulfo1k County To- Marvin ShiebIer. County. 
payers' AaaociatioD 
45 Cedar St. 

W .... de Taxpayers' LLllullman. Local. 
AaaociatioD, 271 W. 
l25th St. 

A.toria Tapa,. .. ' W. IL 'I'haa!p. Local. 
and Buoi_Men·. _ Secy. 
AIIDciabOD, _135 
Fulton A"-L w.e. 

CaUer. Paint TupolY lI.obt. e. Koehl. Local. 
en Aaaociatioa, 11 Secy. 
N.13thS ... CoIIo&e ........ 

Glendale Tupolyers' M. Daacd. Local. 
A •• oei.tioa, 17 

W= T~,.. Arthare.Bavwa Local. 
en' AuociauOD.. Seq. 
lJOdo S ...... J~ 
maica AYe. 
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s .... Loa ... N .me of Aaoci.tioa 016", s.... 
"Y0Dkera. Ninth Ward Citizens' LocaL 

and Tapayen' 1m.. 
~entAseoci .... 
bon. 

"Yonk .... Yonk ... Taxp.y .... City. 
Association. 

North Dakota. ·Bismarck. Burleigh CountyTu. County. 
payers' Aaociation. 

Wahpeton. North Dakota T.,.. Dan R. Jo_ State. 
payers' Association. Secy. 

Ohio ••....•.. "Akron. TheTupayers' Union. Jacob Pfeilrer. 
·Cincinnati. Taxpayers' Associ ... C. W. Ireland. County. 

tion of Hamilton 
County,614RaceSt. 

Colomb ... Ohio Tax Asoociation, W. T. Tolp. State. 
149 E. Stale St. 

Oregon. ..•... ·Astoria. ClatlOp County Tu. County. 
payen' Association. 

L B. Smith, Portland. State Taxpayers' As- State. 
sociation of Oregon, Secy. 
Orogon Bldg. 

County. "Roseburg. Doug1aa County Tu- B. O. Parqneter. 
payera'Lague. 

City. Pennaylvania. "Harrisburg. TH:Yers' ~ of J. D.RoyaL 
arri.burg, nioD 

Trust Bldg. 
County. UniODtown. Taxpay.... Asooci ... R. M. Fry, Secy. 

<ion of the 

Rhode bland .• 
ville Region. 

JI& B. LittIe. State. Providenne. Rhode Ialand Tu 
~ 8JO H ... field. 
pi Trust Bldg. 

Alfred C. Reel, State. Utah ......... Salt Lake City. Utah Tupayen' As-
sociation, Keams Secy. 
Bldg. 

Alfred C. Reel, Twelve Salt Lake City. Western States T.,.. 
parera' Auociatioa Secy. welt-

em 
.ta .... 

Waohington ••. "Aootin, Aootin County To.. M. J. Cnbb, County. 

I-Colville. 
pay .... Asooci.tion. 

A..Seg,·M,.,., County. SteVena County T_ 

,"Ephrata. 
payera' A.Iociation. P ..... 

Grant County T_ J. B. Smith,l'Ia. County. 
ddyera' League. County. "Goldendal .. ckitat County Tas. Frank Fea-. 

parer! Asooci.tion. P ..... 
Mount Vernon. Skagit County Ta- Alfred Polaon, County. 

payera' Asoociation. P ..... 
"O"-an. OkaDogaD <:'ouDt1 N.E. Whitwwth, County. 

~upayera' . P ..... 

fop ..... tIOIL 
Fnu>Idin County Tu B. B. HatripD. County. 

payen' AIIoc:iatioD. 
J.O.~P .... County. Pomeroy. Gamelel County To.. 

pa en' AMociaticxL 
Raymoad. P~ County Tu.. A.. J. I..ansea- County. 

Eaze:ra' AMociation. back. Secf'. 
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·Republic. 

·Ritzville. 

Rosali .. 

Seattle. 

·Seattle. 

·Seattle. 

·W.naW.u.. 

·W.tvVi1Ie. 

i"Wdbur. 

W......wn..... Rice Lab. 

W:r-i ........ ·Kemmerer. 

OIfi .. , 

Ferry County T""" J. s. Bedier, County. 
. payera' Asaocl.ationo Pres. 

Adam. County Tax. R. B. Ott, P.... County. 
~yera' Asaoci.tion. 

Whitman County C. W. Wagner. County. 
Taxpayera' Associ ... 
tion. 

Lower Cost of Govern. E. R Tbom... State. 
meotLeagu .. 

State Federation nf C. E. Arney, State. 
TlIX»ayera' Aaao. Secy. 
clab.,.., L C. 
Smith Blchr. 

Wuhinston1'u:Limit F. C. Jaclacm, State. 
League, 21. Em.. Seq. 
pi'" Bldj!. 

Taxpayero Economy L M. Livengood, County. 
Leagne nf Spokane. Mgr. 

Pierce County T_ J. E. Gnnt, County. 
payen' AssociatiOll, Secy. 
Tacoma Bldg. 

Columbia County J. J. Edwanlo, County. 
~lIXJ'&yera' - P .... 
ClanOD.. 

Do"lll .. County To. J. M. StocIdanI, County. 
payers' Aaeoci.tion.. Pres. 

LiDcoln County To. LA. DJu, p",.. County. 
payera' Asoaciation. 

W.oc:onsin T_yera' A. F. Eader. Sta ... 

li~County Tu.. J~ P. RoaeD. State. 
Dann' Asoaciation, DeIR, 



APPENDIX B 

METHODOLOGY 
In many cases the preceding text and tabular material repre

sents a summation oflengthy and often complicated computations. 
As a matter of record and to provide a check upon its calculations 
the National Industrial Conference Board believes that the prin
ciples and methods of these computations should be fully stated. 

SOURCES OF DATA 

Data on federal finances are drawn almost exclusively from the 
reports of the Secretary of the Treasury and from the departmental 
figures published in the annual treasury reports. 

For its figures on state finances, the Conference Board has 
relied upon the" Financial Statistics of States " series of the United 
States. Bureau of the Census, and upon correspondence with this 
Bureau, unless otherwise indicated. 

There is no centralized source for data covering the annual 
finances of local governments. The United States Bureau of the 
Census, in connection with its decennial census reports, has 
given certain fiscal statistics of the local governments in its series 
on "Wealth, Debt and Taxation." For intermittent years, how
ever, the Bureau of the Census reports in "The Financial Statistics 
of Cities" series only the accounts of cities with populations in 
excess of 30,000. The basic material on local taxes and expendi
tures must be obtained through the regular or intermittent sur
veys of local accounts published by certain of the states and by a 
sampling of published local reports or by questionnaires. 

Finally, extensive use has been made of the published docu
ments of the United States Department of Agriculture, of the 
Bureau of Education, of the Bureau of Public Roads and of the 
Bureau of Internal Revenue. Through the courtesy of the officials 
of these departments, the Conference Board has been permitted 
access to much hitherto unpublished material. 

Annual Accounting Period 
In the Conference Board's preceding Cost of Government 

studies, the accounting period used in the determination of tax 
revenues, government expe1lditures and government indebtedness 
was the calendar year. The arguments favoring the use of this 
accounting period are that it is a definite unit applicable to all 
governmental organizations and that it permits direct comparison 

284 
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between tax and public expenditure data and such measures as 
national income and wealth. 

In the present study, the accounting period used is that of fiscal 
years ending in a given calendar year. This lacks the definiteness 
of the calendar year period. The following reasons, however, 
decided the Conference Board to make the change: 

1. In few cases do the fiscal years of governmental authorities 
coincide with the calendar year. To bring about an exact equiva-. 
lence would involve the application of fractional calculations to 
the numberless accounts of the local authorities which is beyond 
the range of present possibility. The sampling method, used by 
the Board in its earlier studies, involved a possibility of error 
which is avoided in the use of fiscal years. 

2. The United States Bureau of the Census uses fiscal years in 
its "Financial Statistics of States" and "Financial Statistics of 
Cities" series. The adoption of the same accounting period by 
the Conference Board permits it to make direct use of the data 
in these series. 

It should be noted that data on state and local borrowings 
are drawn from the Commnri .. / """ Fi""ncidl Chronicle, and these 
figures are for calendar years. 

C .. It .. !.tiOJl oj P .. ~/;c bpmJihtns 
Federal expenditures are fully reported in the annual reports of 

the Secretary of the Treasury. The figures presented in Table 1 
are based upon the daily Treasury statements, with the expendi
tures of the District of Columbia excluded. The net total of ex
penditures and the figure for interest payments in Table .. are 
from the unrevised daily treasury statements, as reported in 
the Annual Report of the Secretary of the Treasury, 1926. The 
figure for debt redemption is from the revised daily treasury 
statements. The revised statement takes into account trans
actions reported tIjlw the close of the fiscal year, but the dilference 
between the two statements is insignificant. 

The figures for the departmental expenditures and interest 
payments of the state goftl'tllllents are from the .. Financial Statis
tics of States" series. The figures for debt redemftion were 
obtained from the .. State and Local Compendium U 0 the C __ 
.nriM 11M Fi_aM Chronicle. The totals in Table I include 
disbursements in aid of local projects but do DOt include the 
expenditures out of funds received from the Federal Government 
01' from local goftl'lllDellts. 

Since 1913, the United States Bureau of the Census has pub
lished DO data on local expenditures, except for cities with popu-

20 
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lations in excess of 30,000. The following data on local expendi
tures are immediately available: complete reports by the authori
ties of several states on the finances of their local governments, 
the Census Bureau statistics on cities over 30,000, the United 
States Bureau of Education calculation oflocal school expenditures 
and the United States Bureau of Public Roads' figures on local 
highway expenditures. The reports on local finance from those 
states which collected data provided a fairly broad samplo. On 
the basis of this sample, the proportions that school expenditures 
and road expenditures were to total local departmental expendi
tures (except for cities above 30,(00) in each year were estimated. 
These proportions were applied to the school expendi tures and 
road expenditures for all local governments (exclusive of cities over 
30,(00). The two independent estimates so obtained were found 
to be in close agreement. The average of the two estimates plus 
the departmental expenditures of cities with a population exceed
ing 30,000 was taken to represent the net total oflocal expenditures 
for the year. ·To obtain the gross total, payments for interest and 
debt redemption had to be added. The yearly figure for local 
redemption was obtained from the "State and Local Compen
dium" of the Commn-c;.I.ntl Fin.nci.1 Chronicle. The interest 
payments of cities over 30,000 were reported in "The Financial 
Statistics of Cities." Interest payments of other local govern
ments were estimated by multiplying their outstanding in
debtedness by the average interest rate on local indebtedness. 
The gross total of local expenditures so obtained compares 
very closely with the total for local taxes, borrowings and mis
cellaneous revenues, after allowing for increases in cash balances 
and in sinking fund assets. 

Function.l Cllusiji,"'ion of Pu61ie Lcpmtlitures 
To the extent that certain governmental functions are carried 

on soldy by the federal or state or local governments, each cate
gory has a somewhat independent content for the several govern
mental divisions. There is, I)owever, sufficient overlapping of 
functions and, in general, sufficient agreement in the social effects 
of the independent functions to make a common classification 
under broad categories worth while. The items included under 
each heading in Tables 6 and 7 are as follows: 

1. General government includes, in addition to the expenses 
of the executive, legislative aDd judiciary branches of government, 
all other overhead charges, such as the salaries and expenses of 
minor administrative bureaus and officials, election expenses, 
government buildings, printing and stationery. 
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2. Protection includes all expenses of police, fire, war and navy 
departments and all pensions and grants to retired employees of 
these departments. It also covers corrective and penal institu
tions, and the expenses of government departments charged with 
the regulation of labor and industry, or of any particular pro
fessional or business activity. 

3. Education covers the expenses of the administrative bureaus 
or oilicials. as well as the direct expenditures for schools and 
libraries. 

4. Highways include streets, roads, bridges, waterways and the 
overhead administration charges in connection with their con
struction and maintenance. 

5. Economic development includes conservation and reclamation 
projects, agricultural encouragement, expenditures for the eradi
cation of crop-destroying insects or of diseases of domesticated 
animals and the expenses of administration incidental to these 
functions. The harbor improvements of the Federal Government 
are covered under this tide, but the municipal harbor improve
ments which have a rental value for the local government are not 
included. 

6. Social welfare activities of the several governmental divisions 
are the most diverse of all. There are the costs of charity, and 
relief of the poor. aged or sick, usually undertaken by local govern
ments. or a quite distinct nature are the expenditures for ec0-

nomic welfare, such as, workmen's compensation and the su~ 
vision of the conditions of women and children in industry. 
Falling between these extremes are expenditures for pensions 
of former civil government employees, mothers' pensions, recrea.. 
tion, sanitation and health. The federal expenditures by the 
Bureau of Indian Mairs have also been classed as social welfare. 

7. Miscellaneous covers the items undistributed in the available 
reports. . 

8. Public utilities cover public service enterprises operated 
under governmental authority for revenue. Only the expenditures 
not charged off against operating revenue are included. 

The net total is the sum of these eight groups of departmental 
expenditures. The figure for ;JtlIf'UI covers the interest on public 
indebtedness. and JHt MerMpliort represents the net retirements. 
excluding refundings and conversions. It does Dot include addi
tions to sinking funds. In the case of state and local expendi
tures, it covers the bonded debt retired by cash payments. 

DM-nwiOJf " FtI1IdioruJ CWsifiUliort 
The daily treasury statements do not report federal depart

mental expenditures in sufficient detail for functional ana1ysia. 
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The percentage distribution of federal expenditures in Table 6 
was therefore based on the Treasury's record of warrant authoriza
tions. There is usually a lag between the issue of an expenditure 
warrant and the actual payment made upon it. However, over a 
period of years the functional distribution of warrants and cash 
expenditures tends to become identical. The percentage distri
bution so obtained from the warrant figures was applied to the 
total of cash expenditures to obtain the dollar-and-cents distribu
tion given in Table 6. 

The percentage distribution of state expenditures, shown in 
Table 7, includes federal aid expenditures, as well as state aid to 
local governments. All disbursements by state governments were 
included for the purpose of comparison with local expenditures. 
In 1925, about ten million dollars of interdepartmental transfers 
on account of capital outlays could not be eliminated from the 
state accounts. In the figures for combined state and local ex
penditures in Table 6, federal aid to the states has been eliminated. 

The figures for local education and highway expenditures, and 
for interest and debt redemption payments were obtained from 
the various sources noted above. The distribution of other 
departmental expenditures was made by sampling. The figures 
for local expenditures in Table 7 include state aid; this item has 
been eliminated from the combined total in Table 6. 

, 
Public I nJebteJneSl 

The data on the public debt of the Federal Government and on 
the foreign debt owing to the United States were obtained from 
the annual reports of the Secretary of the Treasury or through 
correspondence with the Treasury Department. The figures for 
annual state and local borrowings were taken from the "State 
and local COmpendium" of the Commercial and Financial Chron
icle. The functional distribution of the state and of the municipal 
indebtedness is published annually in "The Financial Statistics 
of States" and in "The Ymancial Statistics of Cities," respectively. 
The volumeofstateandlocal net bonded indebtedness, as presented 
in Tables 25,26 and 27, is found for 1913 and 1922 in the census 
volumes on "Wealth, Debt and Taxation" for those years. The 
1925 figures were computed as follows: 

To the net bonded state and local debt of each state in 1922 
were added the bonds issued in 1923, 1924 and 1925, as reported 
by the Commercial and F;nanc;al Chronicle. From this total was 
subtracted the amount of bonds retired in those years, obtained 
from the same source. The total linking fund assets of the states 
and of cities over 30,000 in each state were computed for 1922 
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froin the census volume on "Public Debt," and for 1925 from 
"The Financial Statistics of States" and from the "Financial 
Statistics of Cities." The net bonded debt of each state and of 
the grand total was then corrected in accordance with the changes 
in the sinking fund assets thus computed. Changes in the sinking 
fund assets of local governments exclusive of cities over 30,000 
are not available. 

The net bonded indebtedness of state governments was com
puted from "The Financial Statistics of States," and the net 
bonded indebtedness of cities over 30,000 was computed from 
.. The Financial Statistics of Cities. .. The indebtedness of other 
local governments is represented by the difference between the 
sum of these two and the total state and local net bonded debt. 

In the tables of Chapter III, the net total of state and local 
bonds outstanding was calculated as $9,865,197,000. It is obvious, 
in view of the method by which the figure was computed, that 
it covers the bonds issued and the bonds retired between the close 
of the fiscal year of each governmental unit and December 31,1925, 
but does not take account of the issues and retirements during 
the corresponding period in 1922. This element of error cannot 
be eliminated in the distribution of the debt between state and 
local authorities nor in the distribution by states. For the com
bined total of state and local bonded indebtedness, however, the 
difference can be estimated. According to calculations of the 
Institute of Economics,' 23.7% of the calendar year borrowings 
and 21.8% of the calendar year retirements are made between 
the close of governmental fiscal years and the end of the corre
sponding calendar years. During this period there were borrowings 
in excess of retirements amounting to $211,474,000 in 1922 and 
$244,952,000 in 1925. The net bonded indebtedness at the close 
of the fiscal accounting periods of all state and local governments 
was therefore $9,831,719,000 in 1925. 

Sw, .ru/ Loctd T_.r 
State and local taxes for 1890. 1903, 1913 and 1922 were ob

tained from the United States Bureau of the Census' reports on 
"Wealth, Debt and Taxation." For all other years, state and 
local taxes were obtained from independent sources. 

The state taxes include. in addition to all taxes collected by the 
state for its own use. all taxes collected locally and turned into 
the state treasury directly out of the tax funds. Local collections 
include taxes collected under the supervision of state departments 
or officials which revert to the respective local treasuries in pro-

'CIw!oo 0. Hudr. "Tu Eaompt Socaritioo ..... tile s..-. • 19'16,. pp. In-I82.. 
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portion to the amount collected in each locality, in addition to the 
taxes collected in accordance wi th local ordinances or levies. 
Funds received by one governmental unit out of the treasury of 
another government, in aid of an expenditure program, are not 
included in the taxes of the government receiving the disburse
ment, though the money available for such purpose be definitely 
limited to certain tax receipts. 

The CompUltJlion oj Loc(ll Tu Collections 
Complete collection figures for local taxes are reported in very 

few states. In most states the Auditor, Comptroller or Treasurer 
reports the share of inheritance, income, gasoline, motor vehicle 
license and oth~ taxes received by the subsidiary local govern
ments. In other cases, where the share of such taxes received by 
the local governments is in direct proportion to the state's share. 
these local taxes can be easily computed. These special tax 
receipts, however, form a very small proportion of the tax revenue 
of the local governments. 

Property taxes comprise more than ninety per cent of local 
tax revenues. Unfortunately, property taxes are reported on the 
basis of levies instead of receipts. The estimate of local property 
tax collections from year to year must therefore be made .on the 
basis of ,tlte levies reported. The chief problem resulting from the 
calculation of collections from levies is the determination of the 
fiscal year to which the taxes are to be ascribed. 

The length of time between the levy of a property tax and its 
collection varies from several months to over a year according 
to the laws of the several states. Though the tax usually becomes 
a lien and is charged as a public account on the date of the levy, 
it couId not properly, in the study at hand, be charged as of the 
date of levy. In order to bring all the local data into conformity 
with federal and state taxes, it was necessary to determine within 
which fiscal-year period the levies reported as of a partieu1ar date 
were collectible. This was accomplished through a careful ex
amination of the tax laws bearing on this point in each state. In a 
majority of cases it was found that for most of the local govern
ments in a state, the collection of the property tax was made in 
the fiscal year following the levy. In this study, such tax receipts 
have been charged to the fiscal year following that of the levy. 

There are several states which make incomplete reports or no 
reports at all of their local' propel ty tax levies. In these cases, 
an attempt was made) to secure represenutive samples of local 
government levies, and the index of increase or decrease derived 
from these samples was applied to the total of levies reported for 
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1922 in the Census Bureau's "Wealth. Debt and Taxation" series. 
The developments in the city tax levies of such states, as reported 
in the Census Bureau's" Financial Statistics of Cities" series, 
provided a further check on these estimates. 

This use of levy data to estimate property tax collections does 
not make allowance for tu delinquency or back tax collections. 
For most of the states there is no way at present to estimate the 
effect of variationa in these factors. Except in years of exceptional 
agricultural depression or prosperity, however, they tend to offset 
each other, with a slight balance on the side of the delinquencies. 

In most states, as indicated above, definite data on local receipts 
from special taxes are available, and these were added to the 
estimated total of local tax collections. In the few states where 
there was no indication whatsoever as to the trend in these special 
tax collections, they were assumed to have increased since 1922 at 
the same rate as the ascertainable taxes. If the property taxes 
registered a decline from 1922 on, the figure for miscellaneous 
tax collections in later years was maintained at the 1922 figure.' 

It i. evident that the Conference Board's estimates of local tax 
collections were not made by any rule of thumb method applied to 
all cases. Each state was considered individually on the basis of 
available data, the tax system obtaining. and the definite situation 
involved. When figures on the same subject reported indepen
dendy by two or more officials were found to be In disagreement. 
the discrepancies were cleared up by correspondence, and the 
figures most reliable, consistent WIth other available data in the 
state, were used. 

Sw • ., SIIIh Di.rlriilllio" of F.Jmd Tu ColkctiolU 
The state by state distribution of federal tax collections in 

Table 33 :was estimated by adding the customs duties, prorated 
on a population basis, to the collections in each state reported 
by the Bureau of Internal Revenue. The totals in Table 33 diJrer 
from the federal tax collections in Table 28 for three reasons: 

1. Some of the collections entering the Bureau of Internal 
Revenue reports at the close of the fisca\ year are not recorded in 
the treasury accounts until the beginning of the succeeding fisca\ 
year. 

2. Refunds are IlOt accounted for by stateS and are therefore 
not deducted in Table 33. 

3. Federal taxes from territorial pel ions of the United 
StateS are included in Table 28, but these territories are DOt in
cluded in Table 33. 



APPENDIX C 
FOOTNOTES TO TABLE 35 

Maine.-Property and poD taxes from letter of Board of State Assessors, dated 
February 14, 1927. Other taxes estimated on basi. of 1922 ratio, United States 
Bureau of the Cenoua, "Wealth, Debt and Taxation: T .. CoDeellono-l922." 

New Hampshire.-Total taxes from annual ~ _ot State Tax Commission 
and letter from the Commiaoion to the Conference IIoard, dated January 26, 1927. 

Vermont.-Property and poll taxes from biennial reports of Commiaoioner of 
Taxes. Other taxes estimated on basi. of 1922 ratio. 

Massachusetts.-For 1924 and 1925, ~, poD, ineome and corporation 
taxes, from annual reports of the Commissioner of Corpos:atioDi and Taxation. 
Licenaeo and pennits from reports of Statistia of MuniCIpal Finance. For 1926, 
property and poD taxeo from letter of Commiuinner of Corporations and Taxation, 
dated January 25, 1927. T .... on ineome, corporations, licenses and permits 
estimated on basis of bald over period of yean. 

Rhode Island.-Property taxes from letter of Board of Tax Commiuionen 
dated January 17, 1927; poDs estimated by 1922 ratio to property taxes. Licenses 
estimated by data for cines over 30,000. Special di.triet taxes estimated by ratio 
to total taxes in 1922. Licenses for 1926 eonmated by trend over period of yean. 

Connecticut.-Data from annual reports of the S .... Tax Commiuinner on 
"Information on Collection of Taxes" and biennial reportS. The greater acc:uracy of 
the 1925 data aceounts, in part, for the apparendy larger increue in 1925 and also 
for the apparendy amaH increue betwee.n 1922 and 1924-

New Yor~-For 1924 and 1925, aH data from annual reports of Sta .. Comp
troller on uMunicipal Aa:ouats" and annual reporta of State To: Commission. 
For 1926, property taxes from "Annual Report of S .... Tax Comrnissron, 1925w 

and letter hom the Commission dated January 29, 1927. Other taxes .. timated on 
basis of trend over period of y .... in pioperty taxes and in other taxes. 

New Jeney.-For 1924 and 1925, annual reports of Sta .. Board at Taxa and 
Asaessmen... For 1926, PiOperty ..,... from "Annual Report of Sta .. Board at 
T .... and Asaessments, 1925:' Other..,... estimated from available aamplea. 

Pennsylvania.-For 1924 and 1925, property taxes from Deportment of Inter
nal A&"aira, Buran of S .. tistics and Information. Other taxes estimated on basis 
of 1922 ratio and data from" Fmancial StatUtiCi of Citiea." For 1926, municipal 
pioperty tax levi .. obtained from "F1Il8IIciaI Statistia at Cities, 1925." Other 
..,... estimated on buia of trend in municipal taxes over period of yean, eoliected 
on buia of rdation of municipal piupa ., "'" inaaaa and total "'" inerea-. 

Ohio.-Total taxes from annoaI reports ofS .. te T .. Commisaion, and aMuaI 
reports of Sta .. Audi ..... 

Indiaa.. PlOperty taxes from annual otatistieal reports oHndia ... Lqp.lative 
Bureau, ODDuai reports of S .... Board of Tax Commiaotonero and letter from Sta .. 
Board dated January 27, 1927. Other taxes .. timated on buia of 1922 ratio. 

lDinoiL-Property taxes from biennial reports of S .... Auditor, ·T .... E ... 
tended," "'heeted by ODDuaI .. tima .. of delinquem:ieo. Other..,... .. timated COl 
basis of 1922 ratio. . 

Michigan. Ploperty..,... from 'biennial ~ofSta .. TIISCommiaoion and 
letter from the CommiaoiOD of January 18, 1927. Municipal 6_ .. timated on 
basis of data for citi .. over 30,000 and ratio ill 1922. Other..,... from biennial 
reports of Audi .... General. Manicipalli_ for 1926 .. timated ... buia of treIId 
over period at yara. 
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Wi,conlin,-All taxes (rom data prepared by Wisconsin Tax Commission, for 
III biennial report, 1926, and l.t .... from the Commission of April 5, 1927. 

Minnesota.-Property taxea from Minnesota Tax Commission and State 
Auditor', reportl. For 1924 and 1925, municipal licenses on basis of cities over 
30,000 and 1922 ratio. Inheritance, vessel tonnage and railioad gross earnings tIXeI 
from Auditor·. reports. Oth.r tax .. on booi. of 1922 ratio. For 1926, all other than 
property tax .. on baa;' of trend over a period of Y'''' in re1otion to property tax 
trend. 

JowL-AU tueI from Auditor', annual reporta on I. Valuation and Taxes" and 
on "Municipal Accounta.u The State Auditor's data show $6J58,OOO more in 
192210<al tax collection. than the Bureau of the Census report. 1M occounll for 
almost all of the apparent inere ... be ....... 1922 and· 1924. 

Miaaouri.-County and ochool district, general and special property taHo from 
biennial reporu of State Auditor. Cities over 30,000 from. II Financial StatistiCl of 
Ciaea." Other tueI adm.ted on buil of 1921 rat.io. 

North Dakota.-Property taxea from reporll of State Tax Commission. Other 
taHo .. timated by 1922 ratio. 

South Dakota.-Property, poll and dog tax .. from reporll of D.partment of 
Finance, Divioion of Taxation. Inheritance tax .. for 1924 and 1925 equal on ... 
ninth of Itate'. abue u re~ in "Financial Statistics of States"; for 1926, 
estimated by trend over penod of yean. Licenoe taxeo for all yoan estimated by 
ratio to property taxeo in 1922-
N.bruka.-~ and polls from reportS of State Tu Commission. Other 

tIXeI .. timated by ratio in 1922-
K...--Property and dol _ from reporta of Stare To Commiaoion and 

letter from Public Service Commiaoion dated January 31, 1927. Loc:aI inheritance 
tax .. oro on....mth of atate', ohare. PoUa and licenaes .. timated by .. tio in 1922-

DeI ........ -AII _ for 1924 and 1925 from "The YJOCal Problem in DeI.. 
........ Nationallnduotrial Conference Board, 1927. For 1926, all county and town 
_ from "The Fiacal Problem in DeIa......... Other _ estimated by ratio of 
county and towa tax. to total 0_ a period O£.,...... 

Maryland.-Geaeral and opec:ial ptopei't)" _from biennial reportS of State 
T.,. Cornmiaoion, oomputed from tax ...... and .--d n1uations. Baltimore 
licenRO far 1924 and 1925 from "Financial Sratiatieo o£ Citieo .. ; other _ em. 
.... ted from 1922 ratio. For 1926, Baltimore ~ and other tax. estimated by 
ratio to total ..... period O£.,...... 

Diatrict of CoIumbia.-AI1 _ far 1924 and 1925 from ·YIIWICial Statiatic:a 
ofCitieo .. ; far 1926, from "Fi_ of the Diatrict o£ Columbia," by theAudi_. 

V"U'IIinia.-Couaty ~ _ from reportS o£ State AtaoaJItaDt _ "Com. 
_tive Coat o£ Loc:aI Gooamnent.· Loc:aI poll. pooIine, inheri.....,. and cIqr 
_ from biennial reportS o£ Sra .. Audi_. CibOa 0_ 30,000 fnIm • FinaDcW 
Statiatieo o£ Citiea... Other _ .. timated by .. tio ill 1922. 

West V"U'IIinia. "'_" _ from reportSo£SosteTaxo-miaion. Other 
tax. .. timated by ratio ill 1922-

North CaroIina.-AII _ far 1924 and 1925 from .... ual ~ o£ Com. 
mi ....... o£ R_ue; far 1926, estimated on buio o£ treDd ..... periocI O£.,...... 

Sautb CanoIina.-Couaty and achoaI diatrict I'!"l"",y _ and pooIi ... tax. 
from _0£ o-p~ Citiea ..... 31),000 from "Ymaacial Sostiatic:a 
o£ Citiea... Other _ estimated by 1922 ratio. 

G.nia.-General and apecial ",_t, _ from annual _ o£ 0-... 
~,computed ... basio o£a_ ........ e-" o£ r.w-Ia and 
other public utilitiea. Other _ estimated by ratio ill 1922-

F1arida.-Couaty and achoaI district "'_ .,. pooIine and __ ftIaic:Io 
_ &am C-pauIIor"a umual oqoans. Citiea ..... 30,000 fnIm "Ymucial 
Sratiatieo o£ Citiea." Other __ ated br ratio ill 1922. 
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KentuGky.-E'atim~1Iea ftum sample of counti.. and citi .. obtained by q ..... 
tionnaire and (rom It Fina.ncial Statistics of Cities." .. 

Tenn ...... -County property taxes frOm biennial reports of D~artment of 
Finaate and Taxation. Cities- over 30,000 {rom uYmancial Seawti", 01 Citia." 
Other taxes .. tim.ted by ratio in 1922. - -, 

Alab_mo.-Estimated from • .myle of cities and cowitles obtained by qu ... 
tionnaire 'and from U Financi~ Statistics of CirieL" 

Mississippi.-County taxes for 1924 from 'Biennial Report of State Aoditing 
Department. All other taxes, and all taxes for 1925 and 1926ptim.ted from aamplc 
obtaioed by questionnaire. ' -

Arkansas.-Estimated from lampl. of counti .. and citi .. obtained by queo. 
tionnaire and from It Financial Statistics of Cities!' 

Louisiana.-County and civil district property taxes from annual reportI of 
State Tax Commisaion. Cities over 30,000 from IIFinancial Statistica of Citiet." 
Other taxes .. tim.ted by ratio in 1922. . 

Oklahoma.-Estimated irom oamplc of coun,ti .. and citieo obtained by qub-
tionnaire and from U Finan~al Statistics of Cities." . 

Teus.-Estimated from aample of counties and citi .. obtained by questi .... 
natte and from Ie Financial Statistics 01 Cities!' 

Montan .. -property, poD and motor vehicle Iicenae w... obtained ~ bi ..... 
Dial reports of State Board of Equalization. Other taxes estim.ted by ratio ID 1922. -

Idaho.-Propertr taxes from biennial reports of Aoditor of State and telegram 
from the Aoditor of April 13, 1927. Other taxes .. tim.ted by ratio in 1922. 

Wyoming.-Property taxes from biennial reports of State Board of Equaliza,. 
tion. PoDs as in 1922. Licenaeo and permits .. tim.ted on bu. of trend of .tate 
taxes on same subjects OYer period of yean. . 

Colorado.-For 1924 and 1925, property, poll, gasolial! and motor vehicle _ 
from biennial ~rts of State Aoditor. Other _ .. tim.ted on baa. of ,. Ymancial 
Statisticso(Cines" and ratio in 1922. For 1926, tuelestimatedou buisol "F"man
cial Statistics of Citi .... and trend over • period of y ..... 

New Mexico.-Property taeI from biennial reports of State Tax Commisoion. 
Other _ estim.ted by ratio in 1922. 

Arizona.-Property taeI from biennial reports of State Tu Commiuion. 
Other _ constant. 

U,ah.-Property taxes from biennial reports of State Aoditor. Other ..... 
.. tim.ted by ratio in 1922. 

NevadL-Propertytaxes from annual reports of State ControUer and -Connty 
and City Budgets" filed with State Tax Commiosion. Other _ eatimated by 
ratio in 1922. 

Washington.-Property tax .. from aonual reports of Division of Municipal 
Corporationa. Citi .. over 30,000 from "Ymancial Statistics of Cia..." Other_ 
.. tim.ted by ratio in 1922. 

Oregano-Property _ from State To Commiaion', published dora. Citieo 
over 30,000 froai II Financial StatiatiCl 01 Citie&." Other tDeI Clam.ted by ratio 
in 1922. 

CaIiforniL-For 1924 and 1925, all ..... from annual ~ of State C0n
troller on II Financial Transactions of Municipalities and Counaa·' and Ietta from 
State ControUerdoted JlUluary 25,1927. For 1926, .. _,,_ fromlerterdatod 
JlUluary 25, 1927. <?ther _ .. timated by ratio 10 IOW_. period vI,ean. 
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