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FOREWORD

HE 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 gusinesses for the security
and welfare of the American people, but it differs from them
in one significant respect: it 1s 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 1s 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 & lower price.

The first step in this direction is, of course, a better and
more widespread knowledge, on the part of its customers, of
the facts regarding the financial pesition of the business of
government. It is a stran ection upon the business
sense of our supposedly businesslike American public that,
till recently, even the most elementary and 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 :

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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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 of living 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 before these 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 placed upon such subjects
as the functional distribution of expenditures, sources of
tax revenues, debt retirement, and upon the financing of
education, highways and roads; and attention is drawn to
the work of Jocal 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 costly 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. ]. Shultz and assistants, of the Conference Board’s
léoeseacriih Staff, under the supervision of the Staff Economic

un
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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 compose its member-
ship, and of recognized authorities in special fields, in addi-
tion to the scientific knowledge and equipment of its Re-
search Staff. ¢+ 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

GENERAL CONSIDERATIONS .

ITH 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
pug)lic 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 sup

vernment because it finds its services indispensable. The

eficiaries 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 con-
tribute to meet the cost of government?

To answer this Question it is necessary to analyze the func-
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 run at cost or at a profit,
as well as certain legal services of government, particularly
those involving the procedure of recording,

-The second class of government activities includes those
functions which confer a special benefit upon individuals and
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groups, but in which there is besides 2 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 utilides, 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 benefit accrues to society as a whole. Important as is
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this problem of achieving the hecessary 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 primary pur-
pose is to present a clear and comprehensive picture of the
total cost of government in the United States in all its divi-
sions, and of the ways in which that cost is met.

Purrosg AND ScopE or Stupy

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 nditures. ‘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

vernmental authorities, federal, state and local, given in

hapter 1, cover a period from the fiscal year ended in 1890
to and including the fiscal year ended in 1925, and are related
to price changes and to changes in population and in the
number of persons gainfully emplo l;\flomover, 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 di-
tures of the Federal Government is compared with xat 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 affects 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 I1I and are
related to changes in the purchasing value of money, in
population, 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 expenditures and of tax collections which is
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necessary for an approach to tlie 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-

rehensive statement of the distribution of tax burdens can

¢ 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 & 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, schoal
enrollment and attendance, The relative ability of the states
to support education is analyzed, as well as the actual sup
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 with
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 country as a whole and for the individual
states and ge‘gl hic divisions. A comprehensive review
of the motar 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 of interest
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 VIIL
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 accounting years unless the calendar
year is specified.




CHAPTER 1
PUBLIC EXPENDITURES IN THE UNITED STATES

UBLIC 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 populations 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, amil for other
independent and special purposes. These special districts
greatly outnumberl::(l::; total of counties. Each of this host
of semi-independent governmental agencies contributes its
part to the total of the country’s public expenditures.

THE VoLUME AND TREND oF GOVERNMENTAL EXPENDITURES

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 gross 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 gress 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

1



8 COST OF GOVERNMENT IN UNITED STATES

in the following pages represent gross expenditures, unless
otherwise stated. .

Governmental Expenditures in Current Dollars

During the fiscal year ended in 1925, the gross expen-
ditures of the governmental authorities of the country
amounted to $11,124 millions, as against $10,983 millions
in the preceding year, and $2,919 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 1? and Chart 1, the major divisions of
governmental authority did not take part equally in the
increase in expenditures 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 $89 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 1n 1925 was 17 cents lower than in the preceding year.
It was, however, $66.17, or 218.829, higher than in 1913.
On the basis of the number of persons gainfully employed

! The Federal Government uses an accounting year, beginning onn!:'ly st and
ending on g‘une 30th. A number of state and local governmenes fo the same
practice. Most of them, however, use different annuat accounting periods. The
term *'fiscal year ended in 1925” or simply 1925 embraces all annual accounting
periods of the varions governmental agencies which end in any month of that
calendar year. Sce A ix B of this volume for full description of the methods
employed in this & dy in this and other respects. Thro at this chapter the
statement of a year without further qualification indicates fiscal year ending
in that calendar year.

3 Estimates of government expendicures after 1922 do not agree with the figures
published in the “Coet of Government, 1924-1925,” because of the revisions in
the method and accounting period used by the Conference Board, For discussion
of the method of estimating government expenditures, see Appendix B.
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TasLe 1: ToraL Gross Gt;vanMEN'r EXPENDITURES,
UNrTED STATES, F1scAL YEARS 1890 To 1925¢

Disbursing Auehority | 1890 | 1508 | 1913 | 1s2s | 1924 | 1925
Amount (in millions) |
Federall.............. $291 $475 $692 | $3,885| $4,121 | $3,765
State, . uvvriiraninns 77 182 383 1244 | 1,441 1,530
Localh..oiivivniiiaen, 487 913 | 1,844 5136 | 5421 5,829
Total, ..0.vuivsses 2855 | $1,570 | $2,919 | $10,265 | 310,983 | $11,124
Per Capita
Federal......ccvvenas 3461 | $587 | $7.17 | $34.78 | $36.24 | $32.63
Stare....iiiiiiinnnns 1.22 2.25 3.97 11.14 | 1267 13.26
Local....ocivvinnins 793 | 1127 | 1900 | 4598) 47.67| 50.52
Total., . ovvuiinniis $13.56 | $19.39 | $30.24 | $91.90 | $96.58 | $96.41
Per Person Gainfully Employed
Federal.............. 31248 | $15.04 | $17.76 | $91.6¢ | $96.62 | $87.74
Swmre. ... .30 5.76 983 | 2935] 3379| 3566
Locad,,....cvvunnnan, 2089 | 2891 )| 4731 ] 12116} 127.10] 135.34
Total.....oovevnns. $36.67 | $49.71 | $74.90 [ $242.15 | $257.51 | $259.24

1 Data on federal expenditures from annual repores of the U, S, Seutnr&of the
“Treasury; data on state expenditure from U. S. Bureau of the Census, * Wealth,
Debt and Taxation™ series and " Financial Statistics of States" series; for sources

and method of obtaini for local i A i and
Apﬁtﬁc’p‘wﬁzw expenditures sce Appendix B, p. 284,

3 Expenditures for the District of Columbia deducted from federal total and
included in local.

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.

Governmental Expenditures in Terms of Purchasing Power
Expenditures are properly measured by the goods and
services which they command. Since the purchasing 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 ex-
penditures of the various governmental authorities are ex-
pressed in “1913" dollars' or at 1913 prices, in Table 2 and

! Based on the index of wholessle pricet of commodities of the U. S, Burean of
statiaticn.
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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%, /ess than in the preceding year and less than
two and one-half times as great as in 1913,

TasLE2: VoLuME or GrRoss GOVERNMENT EXPENDITURES,
Fiscal YEARrs 1890 1o 1925, ExprEssED IN “1913 " DoLLARS?

Disbuesing Authority | 1890 | 1908 | 913 | 123 | 1924 | 1s25
Amounts (in millions)
Federal.............. $361 $555 $692 | $2,528 | $2,753| $2,372
Sttt .. oiiiiiiininas 96 213 383 809 962 964
Local.....ovivivnnnn 605 1,068 1,844 3,341 3,621 3,673
Toral. . ..ovivnnse $1,062 | $1,836 | $2,919 | $6,678 | $7,336 | $7,009
Per Capita
Federal.............. $5.73 | $6.85 | $7.17 | $22.63| $2421 | $20.56
State.. . .iiiiiiininas 1.52 2.6 3.97 7.24 8.46 8.36
Locak,...o.vcvnnnnnne 9.59 13.19 19.10 2992| 31.83f 3183
L $16.84 | $22.67 | $30.24 | $59.79 | $64.50 | $60.75
Per Person Gainfully Employed
Federal.............. $15.48 | 517,57 | $17.76 | $59.63 | B64.54| $55.28
St .. oiiniiies 412 6.74 9.83 19.10] 22581 2247
Local......oiivininen 2594 | 382 ] 4731 78.81 8490 | 8560
Total.......o.o00e $45.54 | $58.13 | $74.90 | $157.54 | $172.02 | $163.35

¥ United Statea Buresu of Labor Statistics’ wholesale price index used.

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 ended 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 $2,607 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,!
the total of *“ true” expenditures of all governmental authon-

L1Sez p. 73 of this volume,
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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 349 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 349, of the total.

TaBLE 3; Percentace DisTriBUTION oF GRross GOVERN-
MENTAL ExPENDITURES, F1scaL Years 1890 o 1925

Disbursing Authority 1890 1903 1913 1923 1924 1925
Federal.............. 34.0 30.3 2.7 379 371.5 M0
State................ 9.0 11.6 13.1 11.9 13.1 13.4
Local. .. PEETTTTPRP P 570 58.1 63.2 50.2 49.4 52.6

Total...,.......... 100.0 | 1000 | 100.0 | 1000 | 1000 | 100.0

It 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
expenditures for these items are likely to be necessary in the
future.! At the same time, interest payment on the national
debt, although decreasing in amount, 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 consideration. In

18¢e p. 15 of this volume.
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& 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.

FepERAL 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 %ecdera.l Government
from 1923 to 1926.

TaBLE 4: NET AND GrosS FEDERAL EXPENDITURES OF THE

FEDERAL GovERNMENT, FiscaL YEaRrs 1923 To 1926
{Sourcet Annusl Reports of the Secretsry of the Treasury)

1923 94 1928 1926
Fedaral Per Cent; Per Cent] Pet Cent
Expenditures Amount Amount |Incrense| Amount |Increape| Amount |Increass
(Thousands)) s}| or (=) |(Thousands)| or {(~) or (=)
Ducreass Decreas;
Net expendi-
turee. . ... $2,214,650{$2,082,202| —5.98/52,148,585] 3.19($2,231,263] 3.8
lntera:et:‘ ..... 1,055,924 940,6001—10.92] #81,807] —6.25| 831,938 —5.66
Debt redemp-
ot .. ... 614,391 1,098,567] 78.81] 734.,848|=33.11] 873,089 1381
Gross Total [£3,884,965($4,121,372  6.09]83,765,240| —8.64183.936,200{  4.54

1 On the basis of daily treasury statements, unrevised,
*On the basia of daily treasury statements, revised.

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
;)mgortion of its expenditures during the four fiscal years

9289’thmugh 1926, which was devoted to debt service, was
44.89%,.

The interest ch on this debt have decreased each

year as the principal of the debt was either redeemed or
3
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TaBLE 5: PERCENTAGE DiIsTRIBUTION OF FEDERAL GOovERNMENT EXPENDITURES,! FiscAL YEARS

1924 To 1926

(Source: Annunl Reports of the Secretary of the Treasury)

1924 1928 1926 1924-1926

Purpoees of Dishumement Per Cont of | Per Cent of | Per Cent of | Per Cent of | Per Cent of | Per Cent of | Per Cent of | Per Cent of

Net Total | Gross Total | Net Total | Gross Total | Net Total | Gross Total | Net Total | Gross Total
General gQovernment. . c.cvonvvieretiansanss 172.5 8.8 17.6 100 159 90 17.0 9.3
Protection. . veousrsnsssenssersnsansnssases 6.1 KER 63.3 J6.2 61.1 346 62.5 M2
Education. coviiveinsiranieanarnnsrarenses S 2 6 3 J 4 b 3
Highways, . .oiciiiarianinrecrsnsonannnnes 44 22 4.5 26 46 2.6 45 2.4
Other developments. ...vvveevriancrsnrinens 6.9 35 6.6 38 6.8 9 6.8 3.7
Social welfare. ... covivniiieeracrsrnnennns 3.7 1.9 3.9 2.2 3.2 1.8 .6 20
Miscellaneous, . v veuveninnnansacenrsrrnees 1 d 2 .1 1 1 .1 Jd
Public utilites, .. v0iiiviiniinsnarsniinens 33 1.9 33 1.9 7.6 43 49 2.7
Nettotal ...iviiiiiininariieninnnaneas| 1000 50.5 100.0 5§71 100.0 56.7 100.0 54.7
Debt redemption . ...coivviniiniicennienen. . 26.7 . 19.5 . 222 . 29
Interest. i iiiiiiiinnniiairere e nrens . 228 . 234 - 211 . 24
Gross total ... % .. %0 civanserannaanss 100.0 100.0 .- 100.0 100.0

10a basis of warrants issued.
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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 anments 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 Secong Liberty Loan bonds, bearing 434% interest, into
Treasury Notes bearing 3349 interest, takes effect. Further
savings of interest will depend upon the debt reduction pro-

ram of succeeding years.! There is little hope, on the other
Eand, 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.?

Functional Distribution of Federal Expenditures

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 E‘mportion 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 by the Secretary of the Treasury,? these mili-
tary functions absorbed more than 30% of the expenditures

1 For an analysis of the public debt and debt reduction see Chaprer I1, p. 25,

*See the Annual Report of the Secretary of the T for the fscal
ended June 30, 1926, pp. 6-7. T e

2 Iid, p. M.
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out of ordinary receipts between 1920 and 1923. In 1924,
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 909, 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 peried. 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 34.29%,, 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, including the
administration of justice and the executive department of
the Government, accounted for 179, 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
education, 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 utilities 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 partly 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 $10.6 millions in the postal deficit
between 1923 and 1925, but this was more tl!:a.on 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 Smithsonian Institution,

STATE AND LocaL EXPENDITURES

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 func-
tions. Since the war, however, the volume of federal ex-
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.

Functional Distribution of State and Local Expenditures

There are marked differences between the functional dis-
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 exactly
one-half of state and local governmental costs in that year, as
shown in Table 6. Expenditures for protection were 63.3%
of the federal net total, and only 119, 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

vernments. Moreover, the local governments spend a
arger proportion of the total expenditures for schools than
the state governments. The $1,731.8 millions spent for
schools by the localities in 1925 represented 34.19, of their
net expenditures, whereas the $433.7 millions spent by the
states was 28.19, of their net total.

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



TasLe 6: Functional DisTrisurioN oF GovErNMENTAL ExpENDITURES, FiscaL YEear 1925
(Source: National Industrial Conference Board)

Amounts in Milliony of Dollars " Percentage Distribution
Purpora of Disbursement State! and Federalt Stare? and Local Total
Federalt tmn Toud Net Total | Gross Total | Net Total | Groes Total | Nee Toral | Gross Total

General government, . vooeuveses 3782 488.5 866.7 17.6 10.0 7.5 6.6 10.0 7.8
Protection. ...vcoviverinerianss| 1,360.0 725.4 2,085.4 63.3 362 11.2 9.8 241 18.7
Education. . .vesenrerenasnssnns 129 3153.8 2,166.7 K 3 3.1 292 {251 19.5
Highways. .coiaiiinnnninansses 96.7 1,470.8 1,567.5 45 26 226 200 18.1 14.1
Economic developments, ........[] 1418 65.5 207.3 66 3.8 1.0 9 2.4 1.9
= Social welfare. ,............ cres 83.3 935.9 1,019.7 39 22 14.4 12.7 11.8 9.1
Miscellansous. c.ovevinnnrnens 4.3 150.9 155.2 2 " | 21 20 1.8 1.4
Public utilities. .. vvvueiianinass 70.9 5123 583.2 3.3 1.9 79 7.0 6.7 52
Nettotalt ......v00vnnenaess| 2,148.6 6,503.1 8,651.7 100.0 571 100.0 88.2 3000 7.7
Debe redemption. . ceaiasnersass 734.8 284.3 1,019.1 .. 19.5 . 39 .. 9.2
Interest. ovnrvnnnnrnnranacanes 881.8 581.5 1,463.3 .o 234 . 7.9 .e 13.1
Grosstotald, . ................ 3,765.2 7,368.9 11,134.1 . 100.0 . 100.0 .- 100.0

1 Total of federal expenditures on duily treasury statement basis, distributed functionally on warrant basis.

% Includes about ten pillion dollars interdepartmental transfers which cannot be eliminated in the functional distribution; does not include
federal nid to the states. ~

3 Not all the totals represent the exact sum of their respective columns because of the rounding out of all figures to the nearest thousand,



'I‘ux.z 7: FuxncriosaL DistripuTion oF STATE AND Locar ExpENDITURES, Fiscar Year 1925
{Sowres: National Indusmrial Conference Board)

Amoumzs is Millions of Doliate Percentage Digtribution
Purpove of Dishursumant Seaet Toust Searet Localt Taeal
Net Total | Gross Toeal | Net Toeal | Gross Total | Net Total | Gross Total
Genersl government. . ..oeveuenr 94.2 394.3 488.5 6.1 5.7 7.8 6.8 73 6.5
Protection. ..covvevuevisssannes 1917 £33.7 7254 124 1.6 10.5 91 11.0 9.7
Education, . suveersesrearones 433.7 1,731.8 2,165.5 28.1 26.2 34.1 29.7 32.7 290
Highways,.....ovvvvrevsiansn. 5630 1,009.3 1,572.3 36.4 M0 19.9 17.3 2.8 210
Economic dcvclopnwnn. corernan 60.6 49 65.5 39 37 N | 1 1.0 9
Social welfare. . .covevvvivesnsee. 185.8 7500 936.8 121 11.3 14.8 129 142 12.5
Miscellaneous. . ......oovvveuses 55 145.4 150.9 3 3 29 2.5 23 20
Public otifities. . o..rvvrererons. 114 500.9 512.3 o 7 9.9 8.6 7.7 6.8
Netwotall.......coccvevveen.| 1,5469 5070.2 6,617.2 1000 923.5 100,00 §7.0 100.0 86.4
Debt redemption, .. ovvrevienen. .1 2452 284.3 ve 24 . 42 . a8
Inmmlll'l."'.'l.l.llllll.. 611 513-' salls L ‘.l .l 8'8 - 7'8
Gromtotal..................] 16537 5829.2 74830 . 100.0 100.0 100.0

1 Includes federal aid to states, state sid to Jocal governments, but not local aid to state governments.

# Includes Jocal rid to state governments, but not state aid to local governments,

? Not all the totals represent the exact sum of their respective columns because of the rounding out of all figures to the nearest thousand,
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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

se in 1925 was 36.4%, of their net total of expenditures,
whereas the $1,009.3 millions spent by the local governments
represented 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 entirelr
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 distinctly 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 cent of their total net expenditures for this

purpose.

Municipal Expenditures

The cities of the United States have a highly standardized
form of local government. The réle 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
expenditures, 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
exceedinﬁ 300,000 than for smaller cities. Expenditures for
social welfare, as represented by 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 inversely with the size of the cities; the cities with
ﬁpulationa in excess of 500,000 spent 27.7% of their total

r this purpose in the fiscal year ended in 1925, while cities
of 30,000 to 50,000 population spent 37.2% of their total
funds for educational pu . g:nregard to expenditures
for construction and municipal utilities, the figures in Table 8
scem to indicate that the size of the cities does not play an
important part in determining the relative amount of ex-

penditures for these purposes.

Funcrional Distrisvrion oF ComsBINED GOVERNMENTAL

EXPENDITURES
In the fort?oing discussion, considerable variations in the
distribution o ditures among 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 oF MunicipaL ExpEnDITURES BY PoruraTion Groups, FiscaL
YEar 1925

{Source: U. 5, Bureau of the Census, “Financial Statistica of Cities, 1925")

Toral Cities Citiss of Citiea of Cities of Citiea of Cities of

Purposs of Disbursement of 30,000 500,000 300,000 o 100,000 ta o 30,000 to

and over and over 500000 | 300,000 100,000 50,000

General government. . ... .yceianiiesncsssassassnanss 5.6% 6.6% 6.2% 3.8% 4.3% 4.3%
Protection to person and property.....evevessnsansnes| 128 123 | 137 129 11.8 11.9
3Comervntionofhnlth.............................. 1.6 1.5 21 1.6 1.2 1.3
Sanitation or promotion of cleanliness. .. ..iivviinens 8.7 8.9 8.5 9.1 3.4 7.6
Highways.......coiiiveanernsnarnasisnnrasansansras 17.0 16.6 15.7 174 19.1 18.3
Charities, hospitals, and corrections. ... .uvasnesreecss 4.1 49 59 23 23 22
Education. . ovieiiiniiianirasciescnsiossannacssnns J0.5 1.7 28.2 A9 u9 72
Recreation, . ..vsivrsvarsnsnsasisssnasassassansssss 39 46 3.6 29 32 23
Miscellaneous. .. voiiiiritaiicneneirecsnessrtesians 3.0 s 2.6 1.8 1.8 1.9
Public service enterprises. coovivnirriraisaraneresnss 13.1 13.1 13.5 13.3 12.8 13.0
Towal.......ocovvinnnnn raene Ciaersesasssaaas .« 1000 100.0 100.0 100.0 100.0 100.0
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“system occasioned by the 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 25.19% was spent for education. Next
in order were highways, with 18.19,, social welfare with
11.8% and general government with 10%,.



CHAPTER 1I
THE PUBLIC DEBT

HERE is a close interrelation between the amounts and

rurposes of the borrowings of the states and of the

ocal 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 organiza-
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.

The Feperas Puslic Desr

The World War left yery heavy charges on the Treasury
of the Federal Government, lnvgrder 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 floating
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 rapidly 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

3
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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 mighe 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.

Provisions for Debt Retirement L

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

1 Figures for state and local borrowings given in this chapter are for calendar
yen'l;allcitim-ﬁgmwumel'm'ﬁwulyem':.81 peer
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ar value of foreign obligations received by the United
gtates under the Liberty Loan Acts. In all, this domestic
debt amounted to about ten billion dollars. The sinking
fund appropriation equals 2}4% of the amount of the do-
mestic debt outstanding on July 1, 1920. The law provides
that all interest which would be payable in the course of a
fiscal year on the securitics 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
of the interest as well as of the matured principal of debts
owing to the United States. The amount of 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 retirement of the national
debt any balance in the general fund of the Treasury, as
well as any annual surplus of ordinary receipts over ordin

ditures. It is significant that up to June 30, 1926, more

than 50% of the reduction of the national debt was accom-

- plished through voluntary retirements rather than through

compliance with the minimum requirements laid down by

law. The relative ir:.mlrurtl.nce of the various sources of debt
reduction is graphically shown in Chart 3.

Debt Retirement from Foreign Debt Payments

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 may choose to
make payments of principal or interest in United States



TaBLE 9: Sources oF FeperaL PusLic Dest ReTIREMENT, FiscaL Years 1920 To 1926

(Source: Daily Treasury Statementa)

(In Millions)
1920-1926

Sources 1920 1921 1922 1913 1924 1925 1916 Percentage

Amaunt Distribu.
ton

Sinking fund. .......c0iviiiranananas veas . $261.3 $2759 | $2840 $296.0 | $306.) $317.1 | §1,7406 | 29.8%
Principal of foreign obhgnuom ............ $72.7 AR 64.8 21 61.5 23.2 334 361.6 6.2
3 Interest on foreign obligations. ............ e - . 68.8 879 136.0 136.3 429.0 74
Internal revenue....... Cesatasaraaines ‘as 6.1 874 81.6 18.1 12.5 1.0 0.6 207.3 35
Total chargeable to ordinary receipts....... $78.8 | $422.6 $422.3 | $403.0 $457.9 | $466.5 | $487.4 { $2,738.5 | 469
Surplas. ........ vae 239.1 67.2 o 3172 508.8 2502 376.% 2,080.4 35.7
Decrease in net balance of genen.l fund..... 866.2 . 268.8 . 1319 18.1 8.9 | 1,2939| 222
Total retirements.....c.vvviiinniasanns 31,1841 | $489.8 | $1,012.2 | $720.2 | $1,098.6 | $734.8 $873.1 | $6.112,8 | 1048
Incrense in net balance of general fund. ... .. 173.0 .- 105.8 . " .. 278.8 4.8
Nettotal.........occoviiniiniinnnannn $1,184.1 | $316.8 | $1,012.2 | 36144 | $1098.6 | $734.8 $873.1 | $5,834.0 | 100.0




CuART 3; Sources or Funps ror FEpErRAL DERT RETIRE-
MENT, 1920 T0 1926

(Naxiona) Industrial Conferance Board)
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securities. As indicated above, when these securities are so
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
countries will purchase these securities 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.

TasLe 10: Dest PayMENTS OF ForREIGN GOVERNMENTS
10 THE UNITED STATES, 1920 TO 1926
{Source: Daily Treasury Statements)

Total Receipts | Total Ordinary t Per cent_that
Paymentson | Pa on on Foreign | Receipts of the | Foreign Debe
Year rincipal nterest Debt Obliga- Federal Payments are
(in Th ds} | (In Th ds) tions Government | of Ovdinary
(In Thousands) | (In Thousands)|  Recipts
1920...... $70,545 $3,751 $74,297 $6,694,565 1.11%
1921...... 83,678 31,143 114821 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...... 61,050 160,685 21,774 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 $743,941 | $1,096,980 | $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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Reduction of the Federal Debt

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-
wmately seven billion 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 $4,500 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 of $25,482 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 $35,500 millions, The retirement of debt
obligations has thus proceeded at an average of $833 millions
annually, while the annual average for the reduction of the
nation's indebtedness has been 3701 millions.



TasLe 11; CHaNGES IN AMoUNTS oF FEDERAL PusLic DEBT OursTanDING AT CLOSE OF Eaca FiscaL

YEAR, 1919 T0 1926
{Source: Annual Reports of the Secretary of the Treasury)
(In Millions) N
Items of Federal Debe 1919 1920 1921 1922 1923 1924 1928 1926 Dec. 31, 1926
Bonds.......oiiiiviiiinennns $17,187.7 | $16,218.4 | $16,119,0 | $15,965.4 | $16,624.8 | $16,025.5 | $16,842.3 | $16,928.3 | $16,630.3
Treasury notes and savings cer-
ACATE. ..\ \ v ieernannaennns 44218} 50738 49190 49168 43514 41486 2,7899| 19722 15532
Certificates of mdebtedneu vera e 3,6250 2,768.9 2,699.3 1,828.8 1,031.4 807.5 578.7 483.3 639.0
Total interest-bearing debt. ... $25,234.5 | 324,061.1 | $23,737.4 | $22,711.0 | $22,007.6 | $20,981.6 | $20,210.9 | $19,383.8 | $18,822.5
Matured debt on which interest haa
certed. ... .. iaareieiaeae 11.1 6.7 10.9 25.3 98.2 30.2 30.2 133 12.2
& Debt bearing no mterat ......... 236.4 230.1 228.0 227.8 243.9 29371 275.1 246.1 2400
Total non-intereat-bearing debt.|  $247.5 $236.8 $238.9 $253.1 $342.1 $269.5 $305.3 $259.4 $252.2
Gros total.......coviiinyenns $25,482.0 | $24,297.9 | $23,976.3 | $22,964.1 | $22,349.7 | $21,251.1 | $20,516.2 | $19,643.2 | $19,074.7
Net balance in treuury free from
encumbrances, , cerarasan 1,002.7 | def. 33.0 162.7 | def. 32.3 193.8 731 710 70.5
Netdebt.................... $24.479.3 | $24,330.9 ] $23,812.6 | $22,996.4 | $22,155.9 | $21,178.0 | $20,439.2 | $19,572.7
Per Cont Increase () ar Decrease (—) from Preceding Year
Bonds. .oovuniianiniannrananens . - 56 —-0.6 - 1.0 + 4.1 — 36 + 5.1 + 0.5 - 18
Treasury notea and nvmp cer-
tAcate. ...,y iiaiinane . "  -+14.7 =30 .. —-11.5 — 47 328 -29.3 =212
Certificates of :ndebtedne- venean . L —23.6 =25 -32.2 —43.6 -21.7 —-28.3 ~-16.5 +32.2
Total interest-bearing deht ..... . — 46 | -13 - 43 - 3.1 - 4.7 - 3.7 - 4. - 29
Net debe. . anitiiiiiiiiiisss e - 0.6 -2.1 - 3.4 - 3.7 — 44 - 35 — 42 .
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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 449, into
334% 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 434 %
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 33{% 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

reater than at the close of any fiscal year since 1919. The
gulk of the 1919 bonded debt consisted of Liberty Loans
maturing within ten to thirty years from the date of original
issue. Their partial retirement has been largely offset by
later issues of treasury bonds at a lower rate of interest
maturing within twenty to thirty years.

Future Debt Retirement

It has been estimated! by the Secretary of the Treasury
that at the present rate of retirement the domestic debt,
representing war expenditure of the Federal Government
and excluding that part of the national debt that covers
loans to the Allied nations, will have been discharged by 1944.
During the eighteen-and-a-half-year period beginning with
July, 1925, the $8,713 millions of the domestic debt out-
standing will bear interest aggregating $4,042 millions,
making a total payment of $12,755 millions. Were this debt
to be retired over a sixty-two-year period, that is, at the
same rate as provided in our funding agreements with the
debtor nations, the interest charges would amount to over
$16,126 millions, thus requiring total payments ting
$24,839 millions. The reduction of the period of maturity
of the domestic debt by about 70%, effects a reduction in the
total payments of approximately 50%.

Should all of the public debt obligations, including foreign
loans as well as the domestic debt, be retired at the rate
maintained during the past seven years, more than $14,000
millions would be retired between January, 1927 and 1944,
leaving less than $5,000 millions outstanding. The prospects
and the desirability of maintaining, decreasing or increasing
‘this annual rate of debt reduction depends upon the Govern-
ment’s general expenditure needs and upon its tax policy.

 Annual Report of the Secretary of the Treasury, 1926, pp. 24-25,
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Prospective Sources of Compulsory 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 Rmd
appropriations and interest payments on unmatured securi-
ties held by the Sinking Fund, principal andinterest payments
on the foreign debt made in United States securities, 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 retirement 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 from 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 annual sinking fund appropriation, which at present
amounts to about $250 millions. The present Secretary of
the Treasury, however, has put himsehP on record as being
opposed to this procedure.! There is, however, the possi-
bility of an obligatory enlargement of this appropriation
through the requirement 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 4147, interest and maturing in

11bid, 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
obligations 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?

Prospective Sources of Voluntary Debt Reduction

Between 1920 and 1924, the national debt was reduced
nearly one billion dollars by 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 seventy to eighty million dollars that have re-
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 possi-
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
in 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 2
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 revenues.

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

A Tdem,
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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 sufficiently to
enable the debtor nations to profit by making their payments
to the United States in these securities. Consequently,
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 l})ayments, 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 pass 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 $50 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 collec-
tion of back taxes and in the liquidation of capital assets,
should reduce considerably the surplus in 1928. It is, there-

1 U. S. Department of the Treasury, Annoal Report of the Treasury, 1926, p. &
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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 Tax 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 present Secretary of the Treas-
ury favors the retirement of 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 retirement, 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 of the Soldiers’ Bonus Law

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.: 'lPi?e 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
buyin%l 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. Upon 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.

Foreigy DEpT SETTLEMENTS
By the act of Congress approved February 9, 1922} the
World War Foreign Debt ission was created with

Y Amended by the Act of Febroary 28, 1 and forther amended by the Act
nl'Fehlw'yzl.'lm %, 1, 7
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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 principa! 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.

1 See U. S. Department of the Treasury, Annual Report of the Secretary of the
Treasury, 1926, p. 56. At date of publication the situation remnains unaltered.
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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. Though 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,” the Government
took the position that no advance to Greece could be made
without specific authority from Congress.

Changes in the Amount of Foreign Debt

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

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 12
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
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.

1 Sec Ansual Report of the Secretary of the Treasury, 1925, page 54



TasLe 12: Foreioy DEsT Owine To THE UNITED STATES, AT CLOSE OF FiscaL YEARr 1921 To 1926
(Source: Annual Reports of the Secretary of the Treasury)

4

{In Thousands)
1921 1923 1925 1926
Country Accrued Accrued Accrued L. Accrued
Principal | Interest Total Principal | Inrerest Total Principal | Interest Total Principal | Interest Total
Unpaid Unpaid npaid Unpaid
$11,960 $1,07% £13,039 311, $2,303 $14,263 £11,960 $3,4901 815459 $11,960 $4,097 $16,057
24,056 1,443 254 24,056 4,330 28,186 24,056 7217 33,273 24,056/ 660 32,716
377.2% 42,700 423.}?‘; 377,029 77,434 454,463 376,154 40,751 416,905 415,680, . 415,680
! 91,180 9,804 100,984 91,880 19,026 110,906 91.880( . 23,120 115,000 112,000 112,000
Estonia. .... . 11,999 1,390 18,3 13,999 1,790 16,789 13,999 1,764 15,763 13,830 1,469 15,199
(L1 EL T N 8,282 598 8, 8,282 718 9,000 8,%1 ‘. 8,910 8,863 R 8,863
France. ... .cieennses ven| 3,358,104F  35B4115 3,716,513] 3,340,6060 650,052 | 3,990,658 3,340,516] 963,496 | 4,304,012| 4,025,000 e 4,025,000
Great Britain. ..ov.oi0vaes] 4,166,318 509,174 | 46754921 4,600,000 . 4600, 4554, . 4,554,000] 4,530,000 . 4,530,000
T 15, o 15, 15,000 1,500 16,500 15,000 3,000 X 5,000 3,750 18,75
Hungary.......... [T 1 101 ,187 1,656, Jo3 1,989 1,973 “a k) 1,963 .. 1,
(11 202,2 ,850,314] 1,647,997 67,082 2.015,079| 1,647,869 394,131| 2,042,000} 2,037,000 . 2,037,000
387 5,519 5,132 900 6,032 5,132 5,775 %y 546 6,321
28 26 5 26 kx) 16 9 35
] 498 5,480 4,982 996 5,978 6,045 . 6,045 6,105 . 6,108

Nicaragua....... . . . 17 b 176 84 . 7 .. 27
Poland............ [X 10,742 146,363 155,931 16,540 182,471 178,560 ‘e 178,560 178,560 17,864 196,424

Rumanid...oveueeannnes y 4,058 ,186 38, 7.671 43,799 36,128 11,283 47,411 v .. 44,390

Russis. . iosiersnninnennes 192,601 30,773 223374 192,601 49,302 41, 192,602 ,3 260,992 192,601 77,998 270,599

Jugoslavia L. oioiiiniinna 51,153 §.440 56,593 51,038 10,549 61,587 §1,038 15,683 66,691 X . 62,650

Total. .oovvivennn cans .|$10,1$0.401 $1,178,880 |$11,329,281)810,578,509{$1,221,501 |811,800,010{810,555,932] 81,532,954 [£12,088,886(811,685,486] 114,393 |$11,799,879
L]
Principal of ohligtions under Liberty Loa 29434775 59,342,468 35,241,375 520,756
rincipal of ohligations under Liberty Loans., J 29434, . . 842, . e . . .

Interest of obligstyons under leenr Loans... 1,155,502 . .. 1,168,871 . . 1,500,928 . .. .
Principal of obligations under sale of surplus suppl 574,674 . . 595,088 v . 510,890 .- .. 433
ntorest of obligations under sale of surplus suppties. | 11,727 - .. 26,931 . .- K .- - .
Principal of obligations under sate of relief supplies. . . 140,952 . - 140,953 . . 54,179 . .- 40,481

Interest of obligations under sale of relief supplies. .. 11,651 . . 25,699 .- . 14,537 . .- .
Principal funded debes {covering prior principal and ]

intereat ObLZAUODE) o verariearnararaarernias “ . . . 4749488 .. . 11,441,816
Principal—total, . .ouvnvnisniannns . 10,150,401 . . 10,578,509 “ . 10,555,932 . . 11,685,486
Interest—total. ... ...0se, .|, 1,178,880 “ . 1,221,501 o . 1,532,954 .- . ﬁi,”]
Grand total=-ptincipal snd interest .1$11,329,28) . . $11,800,010 . . |512,088,88 L. 511,799,879

¢ As of Novembar 15, 1926; s of Juns 30, for all other years.
Nnurum notes until maturity, as is the case of certain Belgian obligations aggregating 52,284,151,

* No interest dus on



Tasie 13: Awarysis or Foreicw Desr Owing 1o THE UNITED STATES, JUNE 30, 1926
{(Bowrce: Asseeal Rapore of the Secretary of the Treasury, 1926)

- {Is Thousands)
Origiasl Obligations Funded Debt Transactions
Pnnn’ﬂ of]
Principsl of | Obi .
] Payossucs Paymeata | Net Prin- Toral
Hpcneipal o Obligacions| fon 6ate, | PEVCD . levioco ol AR o | cglol | Accrued { Indebred-
el - u o
Debeor Comtrios | Pemier=q o 3w "'ﬂ“ ot Principal] Prineipal | Interest ss| Debe as | o Fanded d’Pfi.ncipiL Novemper | "5 | November
Liberty e Prior to § as F Funded Debe 15,1926 15,1926
Loms Acts | fuly 9, zs 193 Fanding
1918 Iﬂ‘“l!ﬂ Debe
10,
Belgiam. ... .. 2,057 77 750 1:-',750 Avg. 18,1925 | $2,100 | $415,680 . $415,680
Caschoslov, $2,301 . .os ”91.'%) “2?,120 “ 15,000 02' 13, 1925 3,000 112,000 .. 112,000
Faeonis. ..., 1,786 igsn 127056 1,764 13,310 Oct. 28, 1925 i 13,830| Sia80 15,299
Finland..... . L. .. 8242 - 8,282 718 May 1,1523 137 8,863 . 8,863
Frnnce, . . re00s . e 64,304 | 3340516 684,484 4.ozs.om Apr. 29, 1926 .. smsooo| Il 4,025,000
Crass . 4,277,000 i 202,182 | s,07¢818| 525,182 | 4,600,000 | Jume 19,1923 | 70,00 | 4,530,000 . 4,530,000
L el | 154, 166 | reg lﬁ'% 394531 z.oé.(’i’x% pri il s {20000 5 | 20b
crrrertaes . e e ! o, 14, .
A8, oennns - 2610 . 5,132 643 5,775 | Sepr.24, 1925 . 5,775 546 6,321
thusnia. ... 922 . 4,982 1,048 6,000 | Sept.22, 1924 & 61050 .. 6,105
AR 1evrnsrosrereee| s 683 | 75984 ! 159.667 18,893 | 178,560 | Nov. 14, 1924 . 178560 | 17864 | 196424
UMABIR . orrrraerern | 3S0m| 12923 . im™ 8462 44,590 | Dec. 4, 1925 200 #3901 . 1390
AGAATIS + ve s ranenrs 2%70| 24978 - 720 slms 18121 62850 | May 31926 200 62,650 ..
Toral funded dabe....| 39,085 400 | $59%,296 | $100471 | $273,359 | 59,811,004 $1,711,260 [$11,522,354] 580,717 [$1i,441,816] §19.879 81,461,695
vevesrerenened] e . 11,960 . . . .. . we 13 4 16,087
W' ifoo| 24,056 . . . . . . 21;:3(513 ":; ﬁ,ﬁg
oo R 2 :Iw . . . - . . ::un %g 9 ;;
e Wil  ss | s | b : i : . 192602] Ths | 270,600
‘ol onfundad d-h. 1 s202,756 573 ‘uo,m .. . . ve - 5140 szu,sn $338,185
rand tots| debit, . .. .| 99,566,237 | 8598,569 | $140,953 | $273,359 .. |sLii260 - . 80,857 |$11,685.487 s: 4, 393 3 811,799,873
1 Sines duts of luudm;. in cases af fundod llcbt t Allowed as credic by funding agreement.
? Increase over smount funded d mnf”hﬂfdmu:nhouhddebwmmb There has boen thus added to the principal of thefnndul
‘l of Hum spd Lithvanis “J SSS 50 and 1135.225 respectively, .

IM “ o:‘wnlpmnnl a0 funded is in excess of the sum of the obli wmndm;mhﬂymdlmma.u:hmo{fmmbyﬂ”m:nd
W
T!uu&'ﬂ“" ,llmnlullﬁlmu-lﬁh-rmun-tmbmmdthndmdlﬂﬁmmbdummd.



46 COST OF GOVERNMENT IN UNITED STATES

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
Frior to the funding of the several debts. At the timeof the
unding, 31,711 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 3149, but was subsequently increased to
5%. Infixing the principal of the funded debt, the Commis-
sion computed accrued interest on the basis of 42{%, 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 dgreements

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 funding agreement most of its original burden,
having to pay 3% interest during the first ten years and 3%4%
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%. :

TasLg 14: AvERAGE INTEREST RATES UNDER VaRIOUS

DEBT AGREEMENTS
{Sourcet United States Deapartment of the Trearury)

Avernge Iaercat R'nu (Approxie
inal of Tﬁ‘l‘ 1 mate
Gy | BRI | SR T T oo
SAnds, t ne|
(Thousands) Funded | cloding Back
Interest

Belgium. ... revruananes $417,780 $310,051 1.790%, 1.840%,
Crechoalovakia......... 115,000 197,810  3.327 3433
Estonia......coocvaiinn 13,830 19,501 3.306 J.404
Finland......co0v0nen 9,000 12,695 3.306 3.402
France......cviivannns 4,025,000 2,822,674 1.641 1.955
Great Britain. . ........ , 600, 5,965 3.306 3415

URGALY .+« vavessanns 1,939 2,754 3.306 3407
Iealy..coviviininnnnnes 2,042,000 365,617 A0S 815
Latvin. ... ciivviivians 5,715 8,184 306 3426
Lithuania....ocinnenes 6,030 8,502 3.306 3.420
Poland..............i 178,560 257,128 3306 3.408
Rumanis. .. covnenaenes 44,590 77,916 3321 3.358
Jugoslavia ... .ounnns 62,850 32,328 1.030 1.356

Total........oonne $11,522,354 | 310,621,186

1 Without regard to any cptions that have been or may be exercised.

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-

‘mawnndinwhdunmatwmmt:mpnwh

discounted for the spyregure of discounted payments o equal i of the
funded debt, Set Tie New York W erdd, June 21, 1926, artocie by Lroing Bk,
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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.

TasLe 15: TotarL AMounTts To Be RECEIVED UNDER RE-

FUNDING AGREEMENTS!

(Source: Data from the United States Department of the Treasury; calculations by National Industrial
Conference Board)

Principal 1 Total Feresne | Pegne
A k| =
Country (Thousands) | (Thousaads) | (Thousands) [tibution ofeributionef
Prindi Total
Belgiom.......... $417,780 $310,051 $727,831 36 33
Czechoslovakia. . ... 115,000 197,811 312,811 10 1.4
Estonia........... 13,230 19,501 33331 1 2
Finland........... 9,000 12,695 21,695 1 .1
France.. sererreens 4.025,000 2,822,674 6,847,674 | 35.0 309
Great Britain. ... .. 4,600,000 | 6505965 | 11105965 | 399 | so.1
Hungary. ......... 1,939 2754 4693 | .. .
Itl.ly_ ............. 2,042,000 365,677 2,407,677 | 17.7 10.9
Latvia............ 5,775 8,184 13,959 .1 . |
Lithuania. ........ 6,030 8,502 14,532 1 1
Poland............ 178,560 257,128 435,688 1.5 2.0
Rumania.......... 44,590 77,916 122,506 y S
Jugoslavia,........ 62,850 32,328 95,178 .5 4
Total. .......... $11,522,354 | $10,621,186 | $22,143,540 | 100.0 100.0

1 Without regard to any options that have been or may be exercised.
% Includes deferred payments which will be funded into principal.

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 ofp funded obligations, will
pay only 10.9%, of the eventual total. France and Belgium
also will pay a lesser proportion than is represented 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 334%
and 3349, interest. The 3149 discount column, therefore,
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TasLe 16: PreEseNT VaLue or Funpep Forelien DEBTS
{Source: United States Department of the Treasury)

Debt Prior | Present Value on Basis of Stated Invereat Rates and Percentage that
to Funding, Present Value is of Debt Prior to Funding
Country lﬂf'm“m l
3 Par Cone. 4 3{ Per Cent 5 Per Cont

et | e, Par Ceat L€ Per CebtlPar Cone) 3, Par Coct |Per Cent
Belgium..... $483,426] $302,239] 62.5 | $225,000 46.5 | $191,766| 39.7
Czechoslova-

kil._ ...... 123,85 124,995 100.9 91,964 74.3 71585 63.0
Estonin..... 14,143 14,798| 104.6 11,392] 80.5 9,915] 70.1
Finland..... 9,190 9,630 104.8 7,413 J 80.7 6,452] 70.2
France...... 4,230,777] 2,734,250 64.6 | 1,996,509 47.2 } 1,681,369} 39.7
Great Pritain] 4,715,310] 4,522,702| 104.4 | 3,788,470] 80.3 { 3,296,948| 69.9
Hungary.... 1,9B4h 2,076] 104.6 1,596] 80.4 1,388 70.0
Ialy....... 2,150,150] 782,321} 36.4 528,192 246 426,287] 19.8
Latvia.,.... 5,893 6,181] 1049 4,755 80.7 4,137| 70.2
Lithuanius. ., 6,216 6,452| 103.8 4,967 799 4.322] 69.5
Pohnd.. ..... 182,324 191,283 104.9 146,825] 80.5 127,643| 70.0
Rumania,.,. 46,945 48,442] 103.2 35,172 7149 ,507| 62.9
Jugoslavis... 66,164 30,286] 45.8 20,0301 30.3 15,9|9| 4.1
Total..... $12,036,376($9,175,655| .., (56,862,285 .. |35,B73,638| “a

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 fundin
represented 45.8% and 36.4%, of the original face value
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.

Schedule of Maturities

Should the Mellon-Berenger agreement be ratified by the
United States Senate and %; the French Parliament, the
a te of princi%al and interest on the funded debt obliga-
tions Eeld by the United States would mature according to
the schedule presented in Table 17. It may be seen that the
amounts rececived 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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TasLE 17: ToraL oF ANNUAL INTEREST PAYMENTS AND
MATURITIES OF PrINCIPAL UNDER REFUNDING

AGREEMENTS
(Source: Annual Reporrs of the United Srates ment of the Treasury; aggregated by Firtichaft
uxd irtik, fanuary, 1927)
Interest and Matured Iaterest and Matured
Year incip. Year rinci
{In Thousands) {In Thourands)
1923 $167,917 1956 $370,315
1924 167,642 1957 3Nn,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 382,067
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 188,955
1936 312,588 1969 392,141
1937 327,400 1970 354,123
1938 331,809
1939 336,261 1971 397,920
1940 345,646 1972 399,935
1973 400,849
1941 352,208 1974 401,596
1942 356,458 1975 403,274
1943 355,613 1976 404,245
1944 361,648 1977 405,944
1945 360,759 1978 408 426
1946 359,747 1979 405,892
1947 363,533 1980 410,243
1948 362,336
1949 361,039 1981 417,610
1950 362,034 1982 419,047
1983 ) 427 419
1951 357,399 1984 ) 418,337
1952 368,236 1985 p 227 316
1953 369,961 1986 228,842
1954 372,569 1987 221,500
1955 371,569
Toral $22,143,540%

1TotalinnotthemofMponenti;;nnm0fdwmnﬁn¢Wtdﬁm
0 nearest thousand.

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



Tasre 18; Foreiow DesT Pavmexts To UNiTED STATES ON AccOUNT oF FunDED OBLIGATIONS TO

Juxe 30, 1927
(Source: United States Treasury)
{Is thousands)
Payments on Principal Paymeots on [nterest Total Paymentst
Connery i Cotr | 5 | yoent cn | et | yocu Cub | somied | e
Obligations " | Obligations igations
Belgium. ....... cerivanes Aug. 18, 1925 | $4,200 .. $4,200 | $3,740 .. L 83740 57540 .. $7,940
Czechoslovakia, ..........| Oct. 13,1928 6,000 e 6,000 . .. .. 6,000 .. 6,000
Estonis. ....... vevoreess.]Oct. 28,1928 75 ‘e 75 100 . 100 175 .. 175
Fuoland........c0o00000... May 11,1923 i41 $45 186 1,049 $155 1,204 1,150 $200 1,390
France......... evnsennses Apr. 29,1926 | 10,000 . 10,000 e . .. 10,000 .. 10,000
Great Briaain. .. .. seseres.] June 19, 1923 % 54964 | 95000 49,761 | 565,644 | 615405 | 49,797 | 660,608} 710,405
Bungsry....ooooveeisues. Apr. 25,1924 » . Jo 161 e 161 192 .- 192
Tealy...ovvivinornnns voe.| Nov. 14, 1928 £,000 5000] 10,000 . e . 5,000 5,000 10,000
Latvis.....ccoovvvinrane. Sept, 24, 1925 8 . 8 87 .. 87 95 .. 95
Lithusnia.......covnneen, Sept. 22, 1924 92 e 7 ”m .. n 414 . 414
Poland..........ounut » .| Nov, 14, 1924 1,000 v 1,000 1,750 . 1,750 2,750 . 2,750
Rumanis.......oooveenee. Dec. 4,1925 500 . 500 . e . 500 .. 500
Jugoslavia ................ May 3,1926 400 . 400 .. . . 400 . 400
Total.......oovvvvnenns $27,452 | $100,009 | 127,451 | $56,970 [ $565,799 | $622,769 | $84,453 | $665,808 | $750,261

INot all the torals represent the exact sum of their component parts, because the figures are rounded out to the nearest thousand.
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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, 8666 millions were made
in these securities.

StaTE AND LocalL 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 Tlahsle 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 anp LocaL Bonps Issuep, 1923 1o 1926
(Source: Commuercial and Pinancial Chrowsclr)

Lisuing Authority 1923 1924 1925 1926 | 1955026
Amount (in Thousands)
States,........cciennnn $232.725 $249,517| $161,919 $1 30,574[ $774,735
Counties. . ..............| 170,487 206,823 229414 204417] 811,141
School districts. . ...... ;o] 152,048 174,407 198054 172,323 696,832
Municipalities and special
aivil divisions. ......... 507,860] 768,206] 810,250 857,743] 2,944,059
Gross total. . .......... $1,063,1201%1,398,953|%1,399,638{$1,365,05735,226,768
Refunding issues...........[ 20,002 ~ 19315 ~ 47,545] = 21,516 108,378
Net total......,....... $1,043,118/51,379,638[$1,352,093|$1,343,541($5,118 390
Percentage Distribusion .
States.......c.ciiienen.. 21.8 17.8 1.6 9.6 14.8
Counties. .,...c.uuvene.. 16.0 14.8 16.4 15.0 15.5
School districts. ... ..... - 152 12.5 14.1 126 13.4
Municipalities and specu.lq
civil divisions.......... 470 549 519 62.8 563
Gross total............. 1000 | 1000 | 1000 { 1000 | 1000
Refunding issucs. ........ 1.9 1.4 34 1.6 2.1
Netwotal.............. 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 3508 millions of bonds
as compared with $858 millions in 1926. Consequently,
the indebtedness of these governments represents a growing

roportion of the total of state and local indebtedness. In

923, 47% of the state and Jocal borrowings were for munici-
alities and local civil divisions; in 1924 the proportion was
4.9%; in 1925 it was 57.9%, and in 1926, 62.8%,.

Functional Distribution of New Borrowings

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 the net total of bonds issued
from 1923 through 1926, about $61 millions, or 1.29, repre-
sented funding of short-term or current indebtedness pre-
viously incurred. The outstanding function for which bonds
were issued was the construction o? roads, streets and bridges.
The borrowings for highways during the four-year period
amounted to $1,453 millions, or 28.4%, 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, Itis to be noted that the amounts of bonds issued
under state soldiers’ bonus laws declined from $92 millions
in 1923 to $4 millions in 1926. This development was to be
expected.

TasLe 20: FuncrioNaL DisTRIBUTION OF STATE AND
Locay Bonps Issvep, 1923 To 1926
(Source: Commercial and Finencisl Chrowicls)

{In Thousands)
Purpose of Issue 1923 1924 1925 1926 Torat |5t
1523-1926 | tien

General buildings{

and fire....... $47,250) 988,662 $58,218] $71,002| $265,132 5.18
Parks and mu i

seums......... 29,880, 30,740, 20367 41,823 1228100 240
Schools and school]

buildings. ..... 208,329} 288,523 323,921 260,274 1,081,047| 21.12

oads, streets,

bridges........ 314,466( 380,770] 392,676] 364,809} 1,452,721] 28.38
Sewer and drain-

age..... veeens 89,219 94.456] 130,486] 108,559 422,720| 8.26
Water.......... 86,8311 144,214] 117263 142,939} 491,247 9.60
Improvements.. .. 63,489] 107,652 191,61 230244t 592,997 1L.59
Electric light and

BAS........... 15,7951 20,501 19,97 12,499 68,765 1.34
Rapid transit,

ferries, canals. . 18,116 25,831 12,857 45,107| 101,911] . 1.99
Hlfrbw and water 19,5401 26,389 15328 17,951 79,208| 1.55

rontage....... , ) A .
Trigation........ 14,475| 193s8] 22696 13610 70,139! 1.37
Flood prevention. 4,054 16,071 9,807 8,12 38,056, .74
Soldiers’ bonus. .. 920001  72,050] 7,650 4, 1757001 3.43
Miscellancous....| 20,248] 48,143] 14105 12008] 94,504 1.85
Funding. ........ 19,426 16,278 15,137 10,592 61,43 120

Net Total. .. .. $1,043,118/$1,379,638/81,352,093(51,343,541}35,118,390{100.00

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 olg the borrowed money.
Among the conditioning factors that entered into the deci-
sion to undertake these projects were the size of the borrow-
ing division, its population and its economic resources.



CuarT 5: StaTE AND LocaL Bonbs Issuep v UNITED
StaTES, 1923 To 1926

{Natioaa! Indusrial Conference Board)
DISTRIBUTION OF GRO3S BORROWINGS BY GOVERNMENTAL, AUTHORITY
b Y

MUNIOPAL
IMPROVOMENTS

ROADS, STREETS,
BRIDGEY

SCHOOLS AND

IRRIGATION AND

FuNDING SCII



56 COST OF GOVERNMENT IN UNITED STATES

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.

State 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

TasLe 21: CompiNep STaTE aAND Locar Ner Bowpep
InpEBTEDNESS! 1v 1913, 1922 AnD 1925

Per Cent
Per Cent | Per Cent l::mne
Tncrease | 19crezse | of Ravio
Combined Ratio |of Actual| of Per | of Debt

Statd and | Populadont] Wealth Per [ of Debt | Debe | Capita oy
Year L«:ﬁ?lll Bebe | (Milions) | (Millions) | Capica W Pen:' Debe | wealds
g.kh reced- ovef
(Millone) ing P'.M Pru:-l-‘
Figure

ing i
Figure I?i:u‘u

1913 | $3,196.2 96.5 |3186,300°1833.11 | .017 ‘s . .r
1922 | 7,264 | 109.9 | 320,8047]| 66.10 | 023 | 127.3 | 9.6 | 353
1925 | 9,865.4| 1154 | 355300%| 85.50 | 028 3581 293 | 21.7

1Less the amount in sinking funds. . "
Vd’.ll?lgure from U. S, Burean of the Census, “Wealth, Debt and Taxation, 1913,

$ Figure from U. S, Burean of the Census, “Wealth, Debt and Taxation, 1922~
Pul’lll?c o atats of 1925 fi A ix B, p. 288,

or computation , see Appendix B,

s Figu:e:sn :)m U. 8. Bureaug:;ethe Census, new tcg.ision. . -
v o;. Fllfm from U. S. Bureau of the Census, “ Wealth, Debt and Taxation, 1913,
W;IF:E?F from U. S, Burear of the Cengus, “Wealth, Debt and Taxation, 1922—

8 Figure from National Industrial Conference Board, Press Release, March 27,
1927. ]

1 The term “net bonded debt” s used in this volume refers to the bonded debt
less sinking fund assets of the state and local governments.  This measure of state
and local indebtedness necessarily ignores floating debt, which is a significant item
in the finances of some stace and local governmencs. plete figures for floating
indebtedness, however, can not be obuained.
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per capita. In 1922, it rose to $7,264 millions, an increase
of 127.3%. During 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 119.59% 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

Taste 22: Ner Bonpep INDEBTEDNESS OF STATE AND
Local GoverNMENTS, 1913, 1922 AnD 1925

) (In theusandn)
Per Cont Por Cese
Guovarnmental Antherity 913 ™ lmcrease 1925 Increase
913 wo 1922 1911 w 192§

‘Total atate and local . .| 53,196,158 | $7,264,197 1273  {$9,865,197 358
States. . ... iivianns 287,8561 879,075| 2054 1,247,657 419
Tomllocal........... 2,908,302} 6,335,12] 1195 8,661,029 35.6
Cines over 30,000...... 1,948,8521 3,146,280 61.4 4,486,057 4924
Otherlocal .. ...... 'os9450] 3238842f 2376 | 4174968] 289

1 343,485,000 of indebredness in Massachwsetts, included in the stare total, i
ahomdndu\mt[nmd:ndmlmhfwdﬁamnmmfwo&ahulm
ments, although it bas been deducted from the combined towa) for all local govern.
ments,
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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 272.29%,.

TasLe 23: Per Carita NET BonDED INDEBTEDNESS OF
StaTE aND LocaL GovErRNMENTS, 1913, 1922 AxD 1925

Per Cent Per Cent
Governmenral Authoricy 1913 1922 Increase 1925 Increase
1913 wo 1923 1923 wo 1925
Total state and local, .| $33.11 $66.10 9.6 $85.50 29.3
States. . ... seaeemans 298 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 Net 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 12.19, 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 111
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, differences in provisions for retirement of earlier debt
issues offset 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 effect 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 of State 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 differ, 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.

Taprg 24: FuncTioNAL DISTRIBUTION OF STATE AND
MunicipaL INDEBTEDNESS, 1925
{Source: United States Bureat of the Cenus, ™ Financial Statistics™ of States and of Citica)

Al . Cicia | Givea | Cities | Giien
. Citiegt | of of of of
Funetions State | Cities' | Dyer 300,000 100,000| 5C.000 | 30,000
Over S00,000] ro to w o
30,000 500,000 300,000 | 100,000| 50,000

General government buildings.| .8 i M%J 1.9%| 139 2.0% 1.4%
ﬁm::lﬁm ................ g . o . . . .

gri purposes. ....... . .- . . . ..
Police and fire departments. . .| .. 14 | 1.8 8 1.2 14 | 11
Sewers nnd sewage disposals. .| .. 1112 1129 | 92 (111 | &7 | 98
Highways. .......... ..., 532 (188 |200 158 175 [19.7 |21
Charities, hospitals and correc] .

OB, . .o onvnannnananeana 1.1 1.9 |1 27 | it ] 3
Sd\onh,pll:bnm uf:dmeumﬁ 12 |213 {162 [17.7 |46 |315 (302
Parks, playgrounds reser-

L T .1 |43 |54 )56 |31 28 | 22
Public utilites. ... ...o0oonn 103 [26.5 |28.6 |90 |264 [20.5 (1190
Municipal service enverprises. .| .. i & e . Jd
Soldiers’ and sailors' relief and 180
War loans. ...vnuoennnennns O IO NN DO
Combined or unreporred pur-

POSER. ...ttt 78 172 |66 [ 85 183 | 57 |59
Muscellancous. . .......ovnee- J |24 119 137 126 |23 |17
Funding and refunding....... 48 129 112 | 47 32 {45 | 62




TasLe 25: ComBINED STaTE aND LocaL Bowoep INDEBTEDNESS, 1913, 1922 anp 1925

. ps Rank of States by Ratio of Debt to Rank of States by
Bonded Debt Lem Sinking Funds : H : i
Btates g: e‘m G o phic {Thousands] B ] Pex Capita Debt Size ol'g:gtCapm ;Zreg::' me:u Ele:h 0
913 199 1925+ 19130 | 1922+ | 19255 | 1913 | 1922 | 1925 | 1913« | 19225 | 19257 | 1913 | 1922 | 1925

Unlted States. ..... ereeea ] $3,190,158 | 7,284,197 | $9,865,197 [$33.11 [$66.10 [$85.50( .. .. .. |1.78 | 281 | 283 ..

New England. .... . 341,664 482,328 871,238 | 52.93| 62.90| 71.52| .. .. .. | 308 | 198|207 .. .e .e
Maine.......,.. 21,168 38,816 39,9551 28.19| 50.02| 50.77| 14 | 31 38 1211 (193|176 12 | 27 34
New Hampahire, 9,299 12,852 14,034] 21.39) 28.75| 31.051 26 | 42 | 43 {1.43| 94| .90 22 | 45 | 46
Vermont....,..... 5,128 7,085 3,879] 14.451 20.10] 25.19| 39 | 45 44 1103 B4 ,95] 31 46 | 45
Massachusetts. . . 256,591 296,604 352,800] 72.75| 74.32| 85.13| 2 18 18 | 409228240 1 22 | 24
Rhode Island.. 26,679 41,202 51,9221 47.28] 64.38] 7644 5 | 21 25 12741214239 5124 | 25
nnecticut. , . 42,799 85,767 103,648 35.59] 58.66] 65.93| 11 25128 |1.82)1.62|1.72| 16 | 32 | 36
Middis Atlantle. . . | 1,342,336 2,343,192| 2,924,619 66.10{101.30 [120.66| .. .o .. |2.86]3.02|432]| .. .. .e
New York...... ‘e 986,120 1,536,130| 1,734,193 (103.43 |142.98 [155.36 1 1 J 394415432 2 2 L3
2 New Jeruey. .. . 132,752 298,886 458,585 | 48.42| 89.35(127.38{ 4 8 5 1223253345 9 18 11
ennsylvania. . 223,464 508,176 731,741 27.89| 56.20( 77.22) 16 | 27 | 23 1140|176 |2.28| 24 | 30 | 26
439,593{ 1,300,004 1,852,316] 22.76| 57.88| 77.87| .. .. oo | L12]11.89 (242 .. . ‘e
210,555 545,704 659,954 41.33| 90.02]102.00] 8 7 13 {2.34]2.95]3.16 8 11 15
I 58,550 138,977 186,0441 21.09| 46,29 60.11| 28 a5 NILI0[1571191]| 29 | 33 | 33
lllinou. 88,653 217,610 407,216) 14.98] 32.27| 57.42| 37 | 39 | 35 58| 981170 43 | 43 | 37
M!chisln . 48,936 01,716 472,764 | 15.82| 76.77|110.361 36 17 10 93265364 36 17 10
isconain . 32,899 96,097 126,338 13.53] 35.29} 44.39] 40 | 38 | 40 J7|122|144] 40 { 41 39
‘West North Central, ....., 200,981 598,378 826,850 16.84 | 48.92} 63.60] .. ‘e .. 66| 1.30 | 1.65 .. .
Minnesota, . 46,263 165,750 201,079| 21.23| 66.78] 77.01] 27 | 20 | 24 B611941215] 38 | 26 | 29
oWl . ..... 23,626 112,170 158,271 10.24] 46.50| 65.40| 46 | 34 | 29 SL11071141] 48 | 42 | 40
Missouri. , £3,697 95,645 172,009) 16,131 27.82]| 49.37| 35 | 43 | 39 951 9611.55] 3s 44 | 38
North Dakota 4,817 20,386 14,167| 8.03{ J1.66| 22.09| 47 { 40 | 45 23] B3| 55| 49 | 47 | 48
South Dakota 6,928 38,843 40,525 11.52] 59.03| §9.49| 43 | 24 | 32 S3TL33 121 45 ) 38 | 43
Ncbraska. . ... . 271,227 77,253 99,4761 22.20| 58.17] 72.56| 24 | 26 | 26 J4145 L7 41 35135
Kansas. ...... . 38423 88,329 141,323]1 22.38| 49.35| 7795} 23 | 32 | 22 B5114112.11| 39 | 37 | 30

Bouth Atantle. .. . 2,738 674,011 1,118,8501 18.38| 46.11| 72.58| .. . .. |1.68] 2381 )83 .-

AWAPS. . ..... . 6,610 22,150 29,680| 31.60( 96.72(124.71] 12 ] 7 1220]3.54]419] 10 3 7
Maryland..........,... 58,425 117,063 149,5801 43.40| 78.20)] 95.88| 7 15 14 12.65] 293|336 & 12 13




District of Columbia. . . . 7,610 156 ‘e 2078 A3 .. |0 |»|..| 65 01]..|2[H]..
Virginis............ s 98031 113,589] 143.917] 27.901 47.63 5789 15 | 33 | 34 |2s53{2m 0260} 7| 21 | 2
West Virginia. . ........ 8,684 677251 109293| 6.67| 44.031 66.72| 48 | 36 | 27 | 36]|145|2.08 47 | 36 } 32
North Carolina. ........ 31,071 159940 327,157 13.38| 59.9711634] 41 | 23 9 |1.89]35216.19] 14 5 2
South Carolina. ........ 18,921 50,562 67.143| 12.0¢4]| 29.14] 37.22] 42 | 41 | 42 |153|210{248] 19 | 25 | 22
Georgis.......ooo0vvues 30,084 $64672 57062 11.13] 18.98| 18.40| 44 | 46 | 46 {142 |145{1311 23 | 34 | 41
Flovids, ........ PR 13,527 86,204] 234,818| 16.42] 77.52/185.84] 34 | 16 1 |1.47|35318.30] 21 4 i
East South Coniral. ......| 143,749 207,138 402,550| 16.77| 33.97| 4354| .. | .. | .. |198|2361278] .. { .. { ..
Kentucky....oovocevuans 25,502 38,180 46062| 10.94| 15.55| 1837 45 | 47 | 47 [ 114|107 | 117] 30 | 40 | 44
Tennessee........o0000- 556531 119.880] 145,623| 24.90| 50.26| 59.49| 20 | 30 | 33 |3.02|284|301] 4] 13} 17
Alsbsms.......oovvuues 36,532 57314 94,263| 1655} 23.76| 37.72| 33 | 44 | 41 |185|1.91|289] 15 § 28 { 18
Missisippi. .. ....occu0s 26,062 91,759] 116502] 14.52] 51.24] 65.12] 38 | 28 | 30 | 216 | 421 | 4.80] 11 1 3
West iouth Contral....... 190528] &727w| 7e9,090| 2056} 53se) 6845} .. | .. | .. |L46 (288|856 .. | -. { --
Arkansas. . .....ccc000e 8,130 9,900 19395 4987 548]1032] 49 | 48 | 48 | 48| 38| 68| 47 | 48 | 47
Lovisiana.............- 68,066 113,857F 154,666] 39.961 61.81] 8140 9 | 22 | 21 [3.48|3.33]4.08 3 7 8
Oklshoma. .......... . 37307] 109274 124,794] 20.96| 51.0¢] 54.40| 29 | 29 | 36 |1.2112.74}295| 28 | 16 | 16
Texas, ., ..oervurens 77,0230 339,708] 470,235| 18.56| 69.37{ 90.22| 32 | 19 | 16 | 1.22 | 3451437 | 27 6 4
Mowntaln. ......... covans 7s.110] 290519| 3s0.650} 26.51) 81.80) 99.07| .. | .. | .. |MI2|238)279) .. | .. | ..
Montans.......oonvee- 11,319 50,284 56,519] 26,13| 8367 84.111 19 | 12 | 20 | 1012267226 32 | 23 | 27
Idaho........cocevuees 8,603 42,220 48,029} 23.85] 90.99} 94.55} 22 6| 15 |1.51|27512701 20 | 14 | 20
Wyoming.........o.0n- 3,513 16,816 25247 21.69| 80.461110.25] 25 | 13 | 11 |100)1.721222] 33 | 31 | 28
Colorado............... 20,920 77,7781  130,204] 24.74| 79.12{125.20] 21 | 14 6 | 91{241({3.75} 37 | 19 9
New Mexico........... 6,340 15,133 19,886| 18.75| 40.90| 55.79] 31 | 37 | 37 |130jL78)210)1 26 | 29 | 31
Arizong.......ovvvveuss 9,254 39,329 §1,327| 37.43[105.16]119.92} 10 4 8 1205129913351 13 10 | 14
Utah.,.oovovviiannunes 10,771 42,199 42,629| 27,03| 89.22| 84.58] 18 9|19 |13712.75(247] 25 | 15 | 23
Nevads........oo0nuees 2,390 6,760 6,809 29.73| 872,33 87.96| 13 | 10 | 17 | S3{125{121} 44 | 39 | 42
Paete. . .0vrernranennnes| 2004661 605,807 1,019,334 | 45.08 |t16.25{16556| .. | .. | .. [1.64|295(890) .. [ .. | ..
Washington............ 54,800 121,473| 157,100| 45.18| 85.42{104.04] 6 | 11 | 12 |1.74;2371279] 17 | 20 } 19
cperteersereanas 19398| 106,607 128,647| 27.35[130.49|149.07| 17 2 41 95{312|341 | M4 8} 12
Californis. . ............ 135,266 467,817) 733,587| 49.65124.85{175.50] 3 3 2 11.60{3.111439] 18 9 6

% United States Bureau of the Census, * Wealth, Debt and Taxation—1913.”

1 United States Bureau of the Census, “ Weslth, Debt and Taxation—1922."

# Fatimated by National Industrinl Conference Board. For method of estimating, see Appendix B, p. 268,

¢ Population figures from United States Buresu of the Census, *' Estimates of Population of the United States.”

# Population figures from United States Bureau of the Cemfh“l.uen Population Estimates,” Letter of January, 1927.

® Wealth figures from United States Bureau of the Census, “ Estimated National Wealth—1922.
f Wealth figures estimated by National Industrial Conference Board,



TaBLE 26: StaTE AND Locar BoNpED INDEBTEDNESS BY STATES AND GEOGRAPHIC Davisions, 1913,
1922, 1925

(Source: United States Bureau of the Consus, * Wealth, Debt and Taxation™ serics, and calculations by National Industrial Conference Board)

1913 1922 1925 P e o Beae
. Other . Other - Other
t Geo, ti Py t Py . Cities iti
Suates l.)t::lmuun.n hic States so,ﬁin?nd P%l:ﬁ':'l States m&ﬁe:nd P%l::glfﬂ Stares 30,000 and P%'::ﬁf'l

(thous Over divisionst | (thou- Over divisions (thou- Over divisions | 1913 | 1922 | 1925

sands) {thou (theu- sands) (thou- {thou- 1ande) (thou- {thou-

nnds) sands) sands) sands) sands) sands)
United States. ......... $287,856 |$1,948,852/5959,450 |$879,075 ($3,146,280/$3,238,842($1,204,172[$4,486,067/84,174,968] 9.01 | 12,10 | 12.21
. Now England.......... 92,066 183,310| 86,288| 109,135| 259,000| 114,182 56,327) 814,870} 200,041 25.46 | 22.63 | 9.86
Maine............... 1 7,519 13,648 12,654 5,469 20,693 14,081 10,138 15736] .. |[32.60]35.24
New Hampshire. ..... 1,211 1,090 6,998 3,018 4,606 5,228 685 5,289 8,060| 13.02 | 23.48 | 4.88
Vermont............. v s 5,128 2,112 s 4,973 1,842 .. 7,037 .. (29.81]20.75
Massachusetts........ 78,883 | 140,076 37,632 75968| 176,712 43,924 25,211 204,995[ 122,594 30.74 {2561 | 7.15
2 Rhode l_lland ......... 4,907 17,7351 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 39,4571 16.51 | 705 1.99
Middle Atlastls. ... .... 83,808 | 1,052,227 208,301 | 251,857 | 1,699,403] 491,932) 843,700| 1,989,159 B91,660] 6.24 | 10.75 | 11.76
New York........... 84,4511 828,897 72,772[ 186,515] 1,213,474] 136,141] 227459 1,341,8661 164,868f 8.56 | 12.14 | 13.12
New Jemsey.......... . 72,196 60,556 16,349 136,975 145,562 $1,316( 191,707 215,562 .. 54711119
Pennsylvania......... 6431 151,134] 72,973 48,993 248954 210,229) 64,925 455,586] 211,230 .. 9.64| 8.87
East North Central, . . . . 5151 231,550] 207,628 94,116 519,357) 686,531} 222,283 921,600i 708,433 .12| 7.24 [ 12.00
Ohio,............... 157 129,467] 81,245| 29,583 235214] 280,907 18,752| 368,893] 272,309 .. 542 2.84
lns‘lupl ............. 655 9,272] 48,623 426 17,847 120,604 J 1,335 58,947} 125,762 L12 )| a2
lllgnu_u .............. 17 61,8621 26,774} 12,738 77,9731 126,899] 125,838 194,552 86,826 02| 5.85[30.90
M!chlsap ............ Ve 17,577) 31,359| 49,205| 147,302] 105,209 74,494 241,086] 157,184] .. |16.31]15.76
Wisconain............ .. 13,372] 19,527 2,164 41,021 52,912 1,864 58,122, 66,352 .. 225 148
‘West North Cenlral. . . 314 99,2211 99,616| 70,004 113,450 414,922| 131,803| 219,447| 476,100| 1.07 | 11.70 | 15.88
Minnesota. .......... Ry 900| - 30,872] 14,491| 19476 53,562 92,712 14,717 74,916 111,446 195 |11.75| 7.32
lo!u Caarrerrreaaaaa, . T 9693 13,933 185 16,369 95,616 19,061 33,559] 105,651 16 | 12,04
Missouri............. 181 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
SOllth Dakota........ . . 6,928 14,421 ‘e 24,422 15,474 .s 25051 .. |37.13[38.18

Nebrasks............ . 15,5221 11,705 . 13,014 64,239 .. 352741  64202] .. .. ..

Kanaas.....o.ooue. . 43 9,188} 28,992 e 10,512 77 317| 26,706 21,150 93467 63| .. 18.90




Seuth Atlantle. ...... 47,327 108, 81,958| 117,531 54,085 20.18 | 17.44 | Y6.71
Delaware. ., .....c00- 501 3, 2,117] 5,798 7.58 | 26.18 | 24.64
Maryland............ 7547 46 4,7651 21,929 12.55 | 18,73 | 14.58
Diaerict of Columbia .. 7,61 .e . .. ..
Virginis. . . .. weverass 19483 23,001] 17319 21,206 3258 | 18.67 | 1223
West Virginis. . e 16260 7,058] 24,181 .. |35.701]35.14
North Csrolml 2,155] 21,383 33,326 24.24 | 20.84 | 27.97
South Carolina $4271 7971 525 29.18 | 10.33 | 7.37
Georgis........o0 00 s 11,688 12,044] 5,81 21.11 | 9.5 | 877
Florida. ...... 3,625 9300 485 4457 056 .12

East Gonth Contral. . 49,464| 71,931 15.55 | 15.28 | 13.07
Kentucky........ 15,8900 96161 247] .. 649 ..

ennessee. ... . npsy AU 17,554 21.19 } 1464 | 999
Alsbsms........ 11,317 16,1585 14,494 24.79 | 25.29 | 25.11
Miseisaippi. .. ... e 24,5551 12,043 5,78 113.45 | 12.35

Weet louth Contral 76,3301 ’3.903 23,837 10.65 | 4.16| 2.94
Arkansas............ 295 6,599 2,530 15.21 | 25.56 | 12.60
Louisiana,........... 38,792 |7,255 11,679 17.66 | 12.01 | 7.97
Okishoms........... 7,578] 26,674f 3,526 819 323} 272
Texas.....oonveneen. 29,665| 43380 4,102 s16| 1.21] %4

Mouniain. .. ... 11,5613 §1,808 13.39 | 18.18 | 10.09
Montans. . ... 275| 10,079} 4,313 8.53| 8.58] 7.64
Idaho. . ... . . 6,5461 5,516 . 2391 { 13.06 | 10.52
Wyoming...... e 3,396] 3,776 .. 22844] 3.33 | 22.45 | 9.52

berresas 5413 14363] 9,509 8,874 79, 995 54711223 | 871
New Mexico. . . 52117 4,560 .- 15, 9711 17.81 | 30.13 | 19.69
AfZONA.........000ns . 62551 .. .. 49 156/ 3241 | .. | 423
Utsh....ovvvvnenann, 5828 3,736 900 129721 21 '814] 11.23 | 21.37 | 18.40
Nevada............ . 2,219 1,602 . 5,451 7.15123.70 | 19.94

Pacifle............ vous 159,767] 80,115} 127431 433,865 435,372 4.56 | 18.31 | 14.73
Wuhingwn. ......... 40,675] 13,794| 12,260 87,012 §9,102f .60 | 1009} 699

egON . . eeuaiisins 11,417 7980| 38,927 35,2141 53,729) .01 | 36.51 | 30.86
Californis........ e 9230 B7,695] 38341] 76, 244 311,629] 322,541} 6.82 | 16.30 | 13.55

1 Exclusive of rural school district debe,



Tasie 27: Local BonpeD INDEBTEDNESS BY STaTES AND GEOGRAPHIC Divisions, 1913, 1922, 1925

(Source: United States Buteau of the Censun, *Wealth, Debt and Taxation" series, and calevlations by National Industrial Conference Board)

Total Local Debt Per Cent Debt of Cities 30,000 Per Capita Debt of Cities 30,000 and
. e (thousands) and Over ix to Total Local Debt Ovent
States and Geographic Divisions
1913 1922 192§ 1913 1922 1925 1913 1922 1925

United States. ................. $2,908,502 | $6,385,122 | $8,661,025 67.0 49.3 51.8 $64.66 $81.22 $110.33
NewEngland.............. s 269,598 873,191 514,911 G68.0 694 61.2 57.64 65.82 80.20
Maine..........000va 21,167 26,162 25,874 35.5 209 39.2 122.64 52.20 92.34
New Hampshire. . .. 8,088 9,834 13,349 13.5 46.8 39.6 14.67 57.20 63.65

Vermont........... 5,128 4973 7,037 . - . .. . e
Massachusetta. ....... ‘- 177,708 220,636 327,589 78.8 80.1 62.6 63.13 67.03 77.06
Rhode Ialand................. N,172 31,864 41,550 81.5 82.4 828 52.60 63.29 88.74
Connecticut.........c.ccne.. 35,735 79,722 99,512 47,3 57.6 60.3 34.58 65.86 87.59
Middle Atlantle, ............... 1,258,528 2,091,335 2,580,819 83.6 76.5 171 92,99 120.20 147.51
NewYork......ooiiviinvnsnn 901,669 1,349,615 1,506,734 91.9 89.9 89.1 122,63 15531 169.96
2 New Jersey. . .....ooocvnanen. 132,752 282,537 407,269 54.4 48.5 47.1 48.68 76.18 110.57
Pennsylvania................. 224,107 459,183 666,816 674 542 68.3 49.19 67.41 118.16
East North Central. ............ 439,078 1,205,888 1,630,033 52.7 43.1 56.5 34.86 53.45 87.86
Ohlp ........................ 210,712 516,121 641,202 614 45.6 5§7.5 68.15 85.82 129.14
lngilapa. ...................... 57,895 138,451 184,709 16.0 129 31.9 17.83 19.54 61.81
lll!no.ll ...................... 88,636 204,872 281,378 69.8 38.1 69.1 22.42 2219 51.74
M!Chlgap .................... 48,936 252,511 398,270 35.9 58.3 60.5 19.49 83.99 116,25
Wisconsin...........o.0veee.. 32,899 93,933 124,474 40.6 43.7 46.7 23.82 51.69 68.76
Weat North Central, . .......... 198,837 528,372 695,547 439 21.5 36 39.67 38.81 71.96
Minnesota. ..........c.0uu, . 45,363 146,274 186,362 68.1 J6.6 40.2 47.37 71.90 95.81
lO_Ifl e seeraiatiieeraararens 23,626 111,985 139,210 41.0 14.6 24.1 29.51 38.02 76.78
Missouri.........cco0viinennn 53,516 65,337 120,731 63.4 30.6 452 29,54 16.05 4206

North Dakota................ 3,997 14,772 10,100 .. . . . .. .

South Dakota..,...... Creiaes 6,928 24402 25,051 e e . ‘e s .-
Nebraska.,......cooviinnnnns 2n 77,253 99,476 570 16.8 35.5 88.02 50.43 129.52
Kansus, . ...oonviiiiiiinnnnn, 38,180 88,329 114,617 24.1 11.9 18.5 47.02 43.26 80.93
South Adantle...............,.. 187,408 568,480 931,776 56.3 366 298 52.82 €9.52 88.08
Delaware.............. heraan 6,109 16,352 22,367 65.3 56.7 450 41.89 81.04 83.29
Marylarnd............. . 51,091 95,134 122,177 90.7 86.5 79.3 80.63 .| 103.7k 122.27




8,684 70,885 | 18.7 77 | 126 1983 21.56 53.65
23,538 126614 | 235635 | 92 86 | 108 8.2 79.61 | 10948
13,399 45,337 62193 | 405 | 168 | 175 58.50 | 69.46 95.26
2732 51,241 52059 | 92 | 323 | 400 | 3521 37.00 4398
1 85719 | 4544 280 | 173 74 | 3180 | 61m 95.99
120206 | 200265 | seses | 407 | 293 | 279 | E189 | Ta? 8197
25,506 35,703 46 623 | 413 | 430 | 4442 50.02 48.98
43,359 102,326 131,073 | 507 | 421 | 438 64.09 973 | 1217
27475 42,320 70,593 | 412 | 380 | 290 | 4458 5475 64.75
24,553 79,416 102,19 | .. .. .. .. . ..
170,228 746511 | 448 | 20 | 239 | 712 98.01
6,99 7,370 1692 | 43 | 165 | 1438 5.62 12.21 33.85
56,047 100,178 142339 | 692 | 438 | 350 | 10006 9809 | 10553
34,252 105,748 121008 | 21 | 13 | 232 | 62 55.14 | 112,78
73,045 335,606 46582 | 206 | 189 | 209 57.47 70.3¢ 95.57
o318 | 282223 ] 2254 | 182 | 125 | 168 | 247¢ | ss01 9472
10,354 45,971 52200 | 27 34 | 33 6.68 37.57 39.89
6,546 36,704 Q97| .. . .- .. . .-
3,3% 13,040 ne | .. .. .- .. " ..
19,776 68,269 ussee | 274 | 7 | 27 1699 5349 | 10957
5211 10,573 1591 | .. . . . .. .
6,255 39329 9,156 | .. 8.9 .. . 11040 .
errrirrarrr i 9,561 33,179 34786 | 609 | 247 | 373 $5.10 5177 71.30
Nevads. .. o..noveerineninns. 2219 5,158 sas1 | .. .. . .. .
PociBe. .. covrrnrniniiranerins 19902 | oesues |  Benzzr | 99 | 394 | 499 67.89 8502 | 185.00
Wuhincm. reveruenraa—— 54,469 109,213 146114 | 47 | 435 | 596 73.60 9124 | 164.59
Oregon. . ...cuvnveeenenennn. 19,397 67,680 88943 | 589 | 351 | 396 | 4630 8823 | 128.87
California. ....oocvvvireerens 126,036 391,573 634170 | 9.6 | 389 | 491 69.61 8284 | 156.04

"ﬂumnuumlhaw;ngmpuupludebthndmuuuof:w,ooo«wermdnmthe:rboundmu. Washington, D. C., had wiped out its
net debt prior to 1925, Phoenix, Arizons, was clasificd among cities over 30,000 by the Census in 1922, but not in 1925, ped



CHART 6: STaTE AND Locar INDEBTEDNESs PER CaPn
BY STATES, 1913, 1922 Anp 1925

(National Industris} Conference Board)
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Cuart 6: StaTe AND Locar INDEBTEDNEsSs PER CariTa,
BY STATES, 1913, 1922 ANnD 1925—(Continued)

(Natlons! Industrisl Conforeace Board)

RLINOS
nnl__J

DOLLARS
© MASSACHY= BB
TS MMRIZFIII AT IIITIIA
273 ]
UTAH s4.5 IR
N r TP I I I I I I IS ST IS ]
311 | m— | DOLLARS
MONTANA 84| IR OKLAHOMA, 3440
| NPT EIFETTS TS ITTIIIIIII ) S04 PZZ7 7777777773
200 PEYT ww——
LOBSIANA  Stao N v vexico s IR
LN [rososrarsssrrrss.] VN s rrrrsrss)
L1 — [V | e— |
KANSAS 77O MANE sary
P NN rrssosssrrrs.) SRV IZZ 72 ]
FF 37 | — 289
PENN=  TTR2 MISIOURI 457 I
SNMNA BRI TI7) NRTII2IA
el ) '
MINNESOTA 7701 WISCONIN 4439
LS VPP OGIFIIIIITFIFIS) g T ILIIIIH )
¥ 1 e—— [ L. |
RHODE NN $  ALABAMA 37 T
BLAND | IN | I TSI T TS IIFII S LN S rrr sl
ava—————— L Y1 swwwam |
NEBRASKA T2S¢ RS SOUTH 37.22 M
N s s s s #rrsrsrs] CARGLINA 201402772772
7Y e—1 o]
wesy .2 ew SLos NN
VIRGINA 4D EZZZTZT2T0N NAPMRE 28T P27 2277)
w0 axeC—)
CONCTI 53,00 IR VERMONT 2510 R
cut N AT I PTIITIITIIFS ] BONEZZZZ)
b - ¥ | ee— masC )
0w, ry NORTH 22 o
ST ZTIT IS DANOTA N 22277773
(% 1 | vw | [ ¥ o
WMINIAPE 6330 GLONGW.  WAONEN
S 770277 e 22
[ ¥ | ] . w3
WOMNA 04 KENTUCKY W
SN IZTITII2a BANPZZ7)
Bl wnsa )
0IUTH Yo R APRANGAS 1032 I
U W Yrssrrrrrrrrreses Se8(n
. ) asnl)
ez weo NN CITRCTSF O
WM TT LIl COLLASBA 5.1 |
1 e—) E | —|
viGasA 8 or R
W " Prrsssrrrrrs]
amol—)

AT VeTED 8330 R
RCIIILA STES
L ) | mem——|

6



68 COST OF GOVERNMENT IN UNITED STATES

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 reflilnding
operations is markedly lighter in the smaller cities.

State and Local 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,
! See above, p. 22,



CHAPTER III
VOLUME OF TAXATION

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. ., 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
t:apil:aflo 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.

Tug CountrY's Tax BiLL

The amount of taxes collected annually by all govern-
mental authorities in the country is presented in Table 28
and Chart 7! In 1925* the total tax bill was $7,891 millions,
and in 1926 it rose to $8,555 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 $875 millions to $1,382 millions. During the
ten-year interval, between the fiscal year ended in 1903 and

1'The estimates of tax collectons afrer 1922 do not -iehdnﬁgupub-
Tevisions im method

» t this chapter the statement of a year without further qualification
indicates the fiscal yeur ending in that calendar year.
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that ended in 1913, they rose to $2,194 millions. In the fiscal
year ended in 1919, at the close of the war period, the tax
collections amounted to $7,465 millions, 240.2%, above the
1913 figure. Two years later, the peak of $8,838 millions
was reached. Decreases during the next two years brought
the 1923 figure down to $7,234 millions. Since that year
the increase in tax collections has been unbroken.

TasLe 28: ToraL VoLume or TaxatioNn IN THE UNITE!
StaTes, 1890 10 1926

Authorey | 1890 § 1905 | 1913 | 1919 | 1921 | 1922 | 1923 | 1o | 1925 | 1928

Amount {in millions)

Federal....] 8374 | $521] $668] $4,500 | $4,905 | 33,487 [ $3,032 [ $3,193 | $2,966 | 83,207
96 | "155| "307 s70| 783| 'sss| '917| 1,017| 1,807 1,264

Local...... 405 | 706] 1,219} 2,395| 3,150| 3,157} 3,285 3:611 3818 | 4,084
Total....| §875 1$1,382|52,194] $7,465 | $8,838 | $7,502 | $7,234 | $7,821 | $7,891 | $8,555
Per Capita
Federal. . ..| $5.93 $6.43] $6.92| $42.86 | $45.23 | $31.73 | $27.15 | $28.08 | $25.71 [ $27.38

543| 7.2 781} 821| 8.94| 959| 10.79

State...... 1.521 1.9t 3.18 R s
Local...... 643 8.72| 12.63| 22.81| 29.05| 28.73| 29.41| 3L.75] 33.09] 34.87

Total. . ..[$13.88($17.07($22.73| $71.10 | $81.50 | $68.27 | $64.77 | $68.77 | $68.39 | $73.04

Per Person Gainfully Employed
Federal. . . .{$16.04]816.50]517.14]$109.04|3117.14] $82.76] $71.52] $74.86] $69.12] $74.2
State......] 4.11| 491 7.88( 13.81} 18.69| 20.37| 21.63| 23.85f 25.80 29.2
Local...... 17.37] 12.35| 31.28] 58.03f 75.23| 74.93| 77.49] 84.66] 88.97] 946l
Total. . ..{$37.52{843.76|$56.30/3180.88|$211.06(5178.06(3170.64|$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 Tax 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 37.59% 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 192; to 47.7%
in 1926.

TaeLe 29: PerceEnTace DistriButioN or Tax CoLLECTIONS,
1890 To 1926

Taxing

Authority| 1890 1903 1913 1919 1921 1922 1923 1924 1925 1926
Federal.| 42.7| 37.7) 304 | 603 | 555| 465| 419 408 | 376 37.5
State...| 11001 11,2 ]| 140 7.6 89| 114 127} 13.0| 140 148
Local...| 463 | SLI| 556 | 321 | 356 | 421 454 | 462 | 484 ] 477

Total.| 100.0 | 100.0 { 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 { 100.0

Federal Tax 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 $3,487 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 the 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-
ston of tax rates to date became Jaw. 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.

‘Rerative GROWTH OF ]E:OPULATION 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, furthermore, 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.

TaxEes 18v TErRMS 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.
It is desirable, therefore, in order to show the *true” trend
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
chan%:s 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 & 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.!

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 $3,616 millions. Thatis, practi-
cally 509 of the increase in tax collections 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 tax

1. S. Burcan of Labor Statistics wholosale price index wsed.
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TasLE 30: VoLuME oF Tax CoLLEcTiONS EXPRESSED IN “1913”
Dovrrars, 1890 To 1926*

Avidog | 1690 | 1908 | 1913 | 1919 | 1921 | 1922 | 1923 | 1924 | 1925 | 1%

Amount (in millions)
Federal.| $465| 3609 | 3668 |$2,180 (83,339 | $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 | 85,665
Per Capita

Federal .| $7.37 $7.52| $6.92|%$20.76 | $30.79 | $21.32 | $17.66 | $18.76 | $16.20 | $18.13
State...y 190 223 3.18| 2.63| 4.91| 5.25| 534| 597| 604} 715
Local...] 7.99| 10.20] 12.63| 11.05| 19.78| 19.31| 19.13] 21.21| 20.85| 23.09

Toral . $17.26 | $19.95 | $22.73 | $34.44 | $55.48 | $45.88 | $42.13 | $45.94 | $43.09 | $48.37

Per Person Gainfully Employed

Federal .| $19.92 | $19.30 | $17.14 | $52.82 | $79.74] $55.62] $46.53 $50.00 $43.55 $49.20
State...| 5.i1| 574| 7.88{ 6.69| 12.721 13.69] 14.07) 1593 16.26| 19.39
Local...| 21.58| 26.13| 31.284 28.11| 51.21} 50.36f 50.42 56.55 56.06/ 62.65

Total.| $46.61 | $51.17 | $56.30 | $87.62 [$143.67|3119.67/$111.02/$122.48/3115.87|$131.24
1U. S. Buresu of Labor index of wholesale prices used.

bill in that year, expressed in “1913” dollars, to $6,016 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 doliar 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 $668 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

ractically at the same level as in the preceding year, but
in 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

TasLE 31: Taxes anp Natronar Income, 1890 1o 1926

amuong | japo | 108 | w13 | 1919 ) w21 | 10:2 | was | woms | 1925 | 1936

National Income (in millions)
1$12,080[320, 500[$34,400]868,260]855,597|861,6331871,5581870,768|377,313|378,649
Por Cent that Taxes Are of National Income

Federal.| 3.1 2.5 19 6.6 83 57 42 4.5 3.8 41
State...| .8 R} 9 4 1.4 14 1.3 1.5 14 1.6
J 33 34 3.6 3.5 57 5.1 4.6 51 50 52

Towal.] 7.2 6.7 64 | 109 | 159 | 122 | 101 | 1.1 | 102 | 109

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%,. 1In 1926, federal
taxes amounted to 4.1%, of the national income, local taxes
to 5.2%, and state taxes to 1.6%. -

Tue TrEND oF THE Tax Burpen
Chart 9 shows the relative rather than edso/ute vaniations
in the federal, state and local tax collections during the period
1913 to 1926. The data are plotted on a logarithmic scale,

1 Tax figures for fiscal years; income Sgares for calendar years.
7
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and the slope of each line shows the rase 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-
mental 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 #rend in both state and local
tax collections has been quite marked.
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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 5.39, 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 Jocal 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

rcentage 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 X:inting to an indefinite period of
annual tax increases. e state and local governmental
authorities regularly extending their grasp to control an
increasing amount of revenue, irrespective of changes in
prices or in the national income or in the current needs for
revenue? The fact, however, that the trend of taxes in re-
cent years has been regularly upward does not necessarily
imply the operation of a law susceptible of mathematical
measurement. Nor must the regularity in the rate of increase
in taxes be attributed to a uniform Yolicy of governmental
representatives to add regularly a little to what the taxpayer
has become accustomed to pay 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 highway and educa-
tional development, carried on since the war, is reflected in
the increasing tax bills. It is impossible to say, at the
present time, whether these pro s and the attendant
Increases 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-

ditures for the purposes, since there will remain a large
urden of school and highway indebtedness to be paid off 1n
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 1V

GEOGRAPHIC DISTRIBUTION OF TAX COLLEC.
TIONS

HE 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.

DistrieuTiON oF FEDERAL TAX CoOLLECTIONS

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 Disiribution
The geographic distribution of federal tax collections is
determined by the relative concentration of wealth, popula-
tion and industrial activity in the various sections olf) 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 $77 millions of the $124.7 millions collected
through the excise on automobiles and on auto alparts; 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
Froportion of 5.8%. Ohio, next in order, paid 5.5% of the
ederal taxes, California 4.5% and New Jersey 4.0%. These
eight states paid nearly two-thirds of the federal tax bill.

TasrLe 32: DisTriruTioN oF FEDERAL TAXES BY
StaTes AND GroGrAPHIC Divisions, FiscaL
YEears 1925 anbp 1926

Fodaral Tawm, 1928 Federal Taxwa, 1926
Par Comt Encreams Por Ot
Stares Ameunt * (—L'D'“- Amoswt I-.“(‘-”).
{xhy da) {ch da) | Decreass
.ver
% | wn Tors
United Statel. . ...ovvinnens $310649 | — 6.3 ] ~10.7 | §3, 413,147 20
NewBEnghand..........00n. nTAsT | =118 | —25.7 219,079 B
Maine. ..... resseraaians 12,736 | —28.4 | —26.8 13,773 L |
New Hampahire. . ........ 6648 | —12.1 | —-102 6,417 | <35
Vermont......ccoiivnenn 5053 ] = 53]~ 53 5191 27
Massachuserts. ..covunnnes 138,871 | =105 | —24.1 139,855 7
Rhode laland. ........... 19615 | —16.4 | —482 20,337 h W
Connecticut. .o ciaieninnes 44,434 Jd1-192 43,506 | ~2.%
Middie Athatie. ... .c.cnne LISLGMS | — 48[ ~129] 12012 79
New York. . .ouivnniannns 712,248 | — 43| —126 0341 NoO
New Jersey. . ..ooiainnan, 12738 | - 1.4 73 130,621 26
Peansylvanin........c.... 052} — 73] —-203 300,356 28
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TasrLe 32: DisTrisuTIiON OF FEDERAL TAXES BY STATES
AND Geocrarric Divisions, Fiscar YEARs
1925 anD 1926—Continued

Federal Taxes, 1925

Federal Taxes, 1926

Per(CanB Increase i’er Cent
_— NCTCA80
. Srates Amount o )”e:nrem Amount or (=)
th dn} h d | D

w4 | 1922 1ozs

East North Central.......... $728438 | — 7.7 | —1356 $797,925 9.5
Ohio. . covuceennans vearan 173,376 | — 5.8| —18.3 188,555 8.8
Indiana...... resraseesus 53,363 | —12.1 | —153 55,327 3.7
inois. .......... vesenss 235824 | — 5.2 | —194 252,673 71
Michigan............ .o 216,048 | —10.5 b 2473471 145
IBCODBIN. 4 rv v mvanranns 49,827 | - 79| —16.2 54,023 8.4
West North Central. ........ 192,946 | —10.9 | —22.8 208,814 8.2
Minnesota, ......0000enes 40,496 | — 81| —25.6 47,134 | 164
Towa.........c.oiieans 25,318 | —15.2 | —20.2 26,220 3.6
Missourt.........co00uuns 78,343 | — 8.7| —20.8 85,591 23
North Dakota............ 4048 | — 92| — .5 4,267 54
South Dakota............ 4478 | —14.5| — 54 4,568 2.0
Nebraska................ 14,092 | —19.1 | —28.3 14,408 22
Kansas........... veasaes 26,171 | —11.6 | —28.0 26,626 1.7
South Atlantle.............. 402,398 | — 28 9.6 468,484 16.4
Delaware. .......ccuvann 9,460 | —20.8] 423 12,839 | 357
Maryland................ 38,557 | — 7.8 | —24.3 383791 —.5
Districtof Colambia. . ..... 16,868 | —43.6 | —13.0 19,671 ] 16.6
Virginig. .. .ocovnennanaes 60,577 4.6 11.2 73,389 | 211
West Virginia. . .......... 24,293 | ~12.1 | =369 23932 | —1.5
North Catolina........... 180,430 53| 375 206,659 | 14.5
South Carolina. .......... 15298 | —13.1 | —11.0 14,043 | —8.2
30,117 | —11.7 | — 2.4 29957 —.5

26,798 24.1 50.2 49615 | 851

103,292 | — 3.4 2.2 104,396 11

402338 — L1| —~ 23 39,559 | —1.9

28,764 | — 5.71 — 3.2 29,668 31

21467 | - 1.7 10.3 2,123 31

12,73 | — 7.7 | 197 13,046 2.5

3| —€62]|— 94 139,427 134

14382 | — 76| 110 14,464 6

26,389 | ~109 | — 8.6 25979 | —1.6

22559 |~ 731 —11.3 29,683 | 31.6

59,568 | — 3.21 —13.0 69,301 | 163

45695 | — 55| — 59 53,758 17.6

5617 | — 7.0 4.3 12,507 | 1207

4,158 | — 4.2 14.7 3966 | —4.6

2,778 | —12.0 5 2,747 1 —1.0

19,192 | - 48| —173 20,103 4.7

2703 [ — 94| 100 2686} —.6

3,707 | — 8.7 10.8 41521 120

6,551 12| - 20 6, 618 L0

992 | —13.1 | — 94 ‘o717 | —1.5

175,990 | ~ 69| — 9.1 189,975 7.9

22,160 | =153} —21.7 21,8591 —1.4

12,354 | —15.4 | —42.5 11,865 | —4.0

141476 | — 4.5]| — 16 156, 251 | 104
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Middle Atlantic and East North Central States

Since the largest proportion of federal taxes is contributed
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 individuaf 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
J ers:r—tax collections varied considerably from -the na-
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
independent influence of the automobile excise tax in de-
termining the trend of federal tax collections in that state.

South Atlantic States

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 thata
nine million dollar collection of back taxes on alien pro
was attributed to the District of Columbia in 1923-24, and a
similar three million dollar payment of back taxes was made
in Delaware in the same year.

(2) Florida, North Carclina 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 192425
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 amounts 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 OF 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 states® 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 Mountaintates collected less than any other
geographic division, Nevada having the lowest total of tax
collections, with $6.5 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.

Per Capita Tax Collections

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, the average share which each person in Nevada con-
tributed toward the support of its state and local govern-
mental agencies amounted to $33.69, as against an average
of $42.69 for the country as a whole. California came next,
with a per capita tax of $70.49 and was followed by Oregon,
whose per capita tax in 1925 was $63.62, In the same year

3 Notably, Delaware, Florida, Maine, Maryland and Virginin.



TasLE 33: State AND LocaL Tax CoLLECTIONS, BY STATES AND GEOGRAPHIC Dmsxons, 1922 To 1925

" Per Cent Increase or
Total State and Local Taxes Per Capita Decrease (?)

Btates and Geographic Divisions of Per Capita Taxes
1922 1924 Ov, 1925 Over

(thousands) (‘hﬁll?lzltldi) (ﬂ\nll?}l.sndt) 1922 b 1925 922 1924
United States.................. voans| $4,015,619 | $4,628,628 | $4,925,744 $36.54 $40.70 $42.69 | 15.27 6.42
New England...... Ctasrerinanrens v 855,384 396,022 420,634 48.41 50.16 52.67 11.28 621
Maibe. ....oviiiiiiiinians teean 27,925 32,287 32,643 35.99 41,23 41.48 15.62 1.10
New Hampshire.................. 19,359 19,218 20,149 43.31 42,70 44.58 —.74 4.86
Yermont............. rarseseeaan 12,052 14,853 15,220 34.20 42,14 43,19 23.24 247
Massachusetts. ...... Cetrrerracans 209,112 234,914 249,479 52.40 57.25 60.20 12,34 6.20
Rhode Island 26,983 28,583 37.50 40.39 42.08 12,42 593
Connecticut. .. ... SN .. 67,770 74,560 43.39 44.06 4743 6.83 10.02
Middle Atlantie . 1,230,769 1,315,698 45.47 51.51 54.28 17.01 8.89
New York............... 670,463 709,499 55.46 60.79 63.56 12.52 5.82
& NewJersey. ... . .00 . 207,947 227,598 |  46.61 59.04 63.22 33.38 9.45
Pennsylvania 300,082 352,359 378,501 33.19 I 39.94 1742 742
East North Central. ................. 932,342 1,032,509 1,076,476 . 4161 44.16 45.25 10.74 4.26
Ohlp. et e et sa bt iarrentrranen 251,019 270,185 277,980 41.41 42.57 42.96 7.64 2.89
ln_dllpl. ....... PR Neevsaresreun 121,356 137,789 144,051 40.45 44,94 46.54 13.54 4.54
l|l}no_ls ........... s eWraranaran 248,955 279,748 291,035 3692 40.04 41.04 12.37 4.03
Michigan. .. 0isirninenrniarensnn 186,672 206,519 219,673 47.50 49.44 51.28 10.63 6.37
Wisconsin, .. oivviiiniiiinaeiinnen 124 340 138,268 143,737 45.66 49.22 50.50 11.20 3.96
West North C‘a.nll'll. Crrassasanranens 517,946 571,800 687,585 £0.62 44,19 45.12 10.40 2.76
Minnesoth, o ..oooiiiiiiiii i 121,241 146,207 141,941 48.85 56.85 54.36 20.59 -2.92
Jowa. ..o i i es 111,343 118,998 120,616 46.16 49,21 4984 6.88 1.36
Missouri,........,.... Cerstreanan . 95,025 99,879 116,388 27.64 28.78 3341 511 16.53
North Dakota. ... ........ anerman 29,358 32,427 32,130 45.59 50.51 50.11 10.45 -92
South Dakota.......ccuvnnnenes .- 31,845 36,916 31,227 48.40 5477 54,64 1592 84
Nebraska............... Carrsaaes 58,011 $5,738 56,419 43.68 41.04 41.15 -3.92 122
Kansas........ Ciearaans ernenenra 7,10 81,635 82,864 39.73 45.18 45N 14.78 1.51
South Athantle. . .............0une . 301,006 372,064 414,473 20.59 24.50 26.88 23.61 1140
Delaware. .., .. iviivninnnnsnnan 8,005 9,482 9,577 34,96 40.35 40,24 13.45 1.00




Maryland, ...oovovivvciennenann] 45763 55212 56,778 |  30.57 35.83 36.40 20.65 284
District of Columbia............... 12921 14,508 7650 | 27.49 28.96 3434 12.28 21.66
Virginis. ..... e, 46,618 54,485 58287 | 19.55 2218 2345 16.88 6.98
West Virginis. ......vcvnemrnannsn 56,305 58380 | 2750 | 3504 | 35.64 33.13 369
Nord; COrohing. ..o vnrnennnnnnnns 46,162 56,371 68619 | 1731 20.37 24.40 n12 21.73
th Carohns.. .. -veovuuninnnd| 23,420 30,195 agse9 | 1330 1693 2139 28.93 27.30
e eetsntnantaraaenra 41,537 45,105 20| 1B3R 1471 15.54 8.59 6.91
ds. .. el mass 50,401 58373 | 3083 41.04 4620 47.01 15.92
Rast Beuth Contral. ....... Veeensvers 154476 178,528 17.08 12.11 21.52 13.64 13.36
KEntUEKY . . o ovvvrnrnernesnrennes 46,609 $2,655 50775 | 1899 | 2113 23.83 12.97 13.52
Tennessee. . ..ooovvvrrovinsirenes| 42912 43,471 51058 | 17.99 1996 | 2090 12.95 5.54
ADAmS. .o oooerninsssrnennnnnd] 29229 ) 35058 | 1212 1334 14.03 1281 6.3
MioSOOIPPA. - v v vnvvermrnenenanen 35,725 41,440 53007 | 1995 B4 | 2960 1600 | 2791
West South s - 293,325 sieml | z188 | 2641 27.56 25.60 7.18
APKERIGS ., .suenersnermnrnrnenened 20471 26,539 29,182 | 1133 14.28 15.52 29.64 9.96
Loumu 51,023 60,052 64289 | 2770 31.91 3384 17.70 7.06
OKISROMS. -+ oovnvnvnenrrnsnnnend] 530074 66,705 70,153 | 2479 29.67 30.58 25.68 517
8,0 Tc:u o] 108970 140,029 150,767 | 2225 27.37 2893 28.50 9.67
P S -1 wLez 169,817 168547 | 4252 | 4523 | 43se 1245 —35"
Monum 24,253 27.893 27092 | 4035 42.85 4032 1501 | —287
TARRO. 2 v sernvennssnverrvsrnnens 18,717 21,543 21841 | 4034 Q52 | £29 15.10 1.38
L 8,490 12,249 11,767 | 4062 54.93 51.38 4428 | -394
COMOFRAO. +vvnvrrnnrnrnsenans ol 466 51,143 51627 | 4681 49.99 19,64 1114 95
New Mexiav. ......c..... v . 11,046 9614 10363 | 29.85 25,30 %99 | —129 779
APIONS. . vvernrvessrissersnsnes 19,692 19,789 18,743 |  52.65 48.15 43.79 49 | —sa9
Ut oovrnenrniineninenn 17.034 21,379 20,636 | 36.01 43,28 40,94 2551 | ~3.48
P 5,764 6,207 6478 | 7446 80.19 83.69 7.69 437
Poclbe, ......o0c000000000e- Vessancas 317,580 388,781 429,042 53.05 80.60 8547 21.80 10.93
WAhington, . .. vviveersneressrans| 68,776 80,204 79503 | 4837 54,05 52.65 16.62 —87
OIeOn. v svsnrerrneruanrernnennns| 41,402 51,797 54904 |  50.68 1.0 63.62 25.11 6.00
Californin. . . oeeeescueeesncncsene 207372 | 254780 | 294,635 | 3534 62.92 70.49 2236 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 lE»opulatiorl
per square mile in three northern and three southern states
and in the United States as a whole.

Per Capita T Papulation uare
Seate Sl T e vingier®s
United States...........cc0veveeenrnns $42.69 ass
NewYork. .. cvvreeiriiiiiciiininas 63.56 217.9
New Jersey. . .ovviveeiirennnnnaccanas 63.22 420.0
Massachusetts. .......covvvvunrrnunnns 60.20 479.2
Alabama., ... .ovvivviviirtnsvrcsnnanns 14.03 45.6
Arkansas. . .......coeiviinniiiunnenn 15.52 339
GeOrEia. vau e civarncerseneneacnccanns 15.54 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
Pper 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.! 2 .

Recent Increases in Tax Collections
Though the southern states still collect the lowest per
capita taxes in the country, tax collections in the South have

1See Chapter ¥V, p. 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 any 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,
after its taxes had increased by 479, 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 co
tions doing no business in the state. The law, which com-
bines & high initial tax with exemption from annual franchise
taxes, affords no basis for conunuing revenues, while the
constitutional prohibition of estate and inheritance taxes
makes it impossible for Florida to recover any proportion of
the taxes paid to the Federal Government on the estates of
its resident decedents. Mississippi, which recently exempted
certain manufacturing property from taxation, in
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 27.9%, or more than those of any other state.
The inas also increased their taxes at an unusually
high rate between 1922 and 1925. Tennessee and Alabama
are the only southern states whose tax increases 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! The comparative trend of taxation in the pre-
dominantly agricultural states no doubt indicates the rdle
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
1s to a large extent an industrial state.?

The heavy burden of state and local taxes upon the mining
industries aggravated the fiscal situation in the Mountain
states. These eight states collected three-quarters of 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 Tax 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

1See Chapeer V, p. 108,
3 For explanation of the apparent tax increases in some of the West North
Central states between 1922 and 1924 see p. 93, footnote 1.
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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 tax system
result from the development of centralized control of those
activities which are characteristic of both state and local
governments rather than from any tendency in the growth of
taxes. The supervision, 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 present, 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! From
1925 o 1926, the increases of locxf 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%. Jowa, Nebraska and Montana actually
reduced their local tax collections in 1926 as compared with
the ﬁreceding 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 average increase from 1922 to 1924
was 22.8%,; from 1924 vo 1925 1t was 9.4%, and from 1925
to 1926 it was 12.3%. Florida and North Carolina were

‘m&ummuhdindnoﬁcidmnnwud:flmfulpnl

taxea exoeed in Minnesota, lows and South of
the Census Bureau's by a considerable amount, bat it i i ible to find the besi
for the discrepancy. | this difference have enrered in laver years in the same

propartion to twres as in ) the increases between 1922 and 1924 would be
following yﬁnm(o%; lowa, 3%; Kansas, 1%.



TasLe 34;: LocaL Tax CoLLECTIONS, BY STATES AND GEOGRAPHIC Divisions, 1922 To 1926

Local Taxes Collecred Per Cent Increase or (—) Decreass
States and Geographic Divisions 1922 1924 1925 1926 1924 aver | 1925 over | 1926 over

(th du) -fah ds} (th ds) (th ) 1922 1924 1925
United States. .. ....oovvnvviiererennannns $3,167,477 $3,611,165 $3,818,374 $4,083,793 14.37 5.74 6.95
NewEngland..............cciiiivnrnnns 276,162 309,422 329,480 368,272 12.04 6.48 8.74
Maine. ....oviiiiii i e 18,755 20,596 20,509 22,161 9.82 —.42 8.06
New Hampshire....................... 13,797 13,983 14,288 15,435 1,35 2.90 7.28
R T T 8,106 9,842 10,026 10,251 21.42 1.87 2.24
Massachusetts. . ..ooivniiniinnnnnnnes 171,014 197,361 211,520 231,173 15.41 717 9.29
Rhode Ialand. ...........c.coevtiaet 17,563 20,013 21,154 22,555 13.95 570 6.62
Connectiont. . ..ocvvevreiireeenranennn. 46,927 47,627 51,883 56,697 1.49 8.94 9.28
Middie Atlantie. ..... Chiaesas e aranaaa 831,258 956,687 1,020,539 1,103,401 15.08 6.69 8.12
New York. .. ooveiiiiiiiiiiianiinnneas 478,824 530,900 557,098 584,102 10.88 493 485
New ]eney_. e reriaaasiiaaaeas s 119,541 160,858 176,276 200,718 34,56 9.58 13.87
£ Penmaylvanie................coonunnnn. 232,893 264,829 287,165 318,581 1371 8.43 10.94
East _Nortll Central............cceeiiune 765,098 853,057 888,595 942,073 11.50 417 6.02
L TR 209,979 233,419 246,332 263,992 11.16 553 7.17
ln!:hlpl ............. Cieeisataranaraan 102,878 110,995 113,981 117,054 7.89 2.69 2.70
l“!ﬂo_ll ..... AN raa et tr e, 213,394 237,452 242,517 261,473 11.27 2.13 7.82
Michigan. ........ e rreniarieaereneaan 140,675 161,283 170,373 182,152 14.65 5.64 6.91
IBCONAIM. ., it iiiinenerenerrvnnanas 98,170 109,908 115,392 117,402 11.96 4,99 1.74
Wm NorthCentral...................... 421,518 457.870 465,448 470,146 8.62 1.65 1.01
Minnesoth. .. .cooiiiiiiinninieinenann. 91,606 104,244 102,886 104,126 13.80 —1.30 1.21
L T, 89,360 96,030 95,417 91,948 7.46 — .54 —3.64
Missouri. . ... .o it 78,565 82,059 91,005 96,657 4.45 10.90 6.21
North Dakota. ............. patttaaaaas 24,511 26,420 25,226 25,326 7.79 —4.52 40
South Dakota. . .cu.uvunnnnnn. PN 27,556 29,907 29,723 29,976 8.53 —-562 85
Nebraska.......coc0ovnvennnn. daranaeas 47434 48,348 49,209 43,510 1.93 1.78 —1.42
Kengas. .......... eeriieenians evaren 62,484 70,862 71,980 73,603 13.41 1.58 2.25
Sowth Atlantie. . .... N 220,387 270,613 295,961 332,242 22.80 9.37 12.26
Delaware, ... ..cooviiiiiiinirennnnnnnn 4,086 4,586 4,707 4,823 12.24 2.64 2.46
Masyland........... Vhetaereneans . 33,321 41,116 41,497 43,262 23.39 93 425




. ‘

District of Columbis. . ....... ver 12,91 14,508 17,650 21,730 12.28 21.66 .12
Virginis........ creserasesrairissaess 28,330 3,14 M,768 37,860 16.98 4.91 8.89
West Virginis. . ......ocovrievecnvaness 32,654 43275 44,481 46,777 32.36 279 5.16
NorchCaroling. .........onavvaesunnees 36,229 49,338 £5,288 16.94 16.46 12.06
Sooth Carolins. .............. parreeevs 16,421 21,166 24,966 25, 952 28.90 17.95 3.95
Geormn Crreavarsrisenea Gaevbaersranes - 30,668 31,595 33,045 34, 895 3.02 4.59 5.60
....... vrsaeredireiererraoneas 25,697 38,860 45,509 6[655 5122 17.11 35.48
lu!lnli(hdlﬂ ...... 100,593 128,886 144,013 153,358 15.78 13.50 6A9
Kentocky......... denenssrseirtesanans 31,233 37,617 41,228 42,869 20.44 9.60 3.98
Tenneseee........... vareraviesrenranes 32,91 35,168 509 39,548 7.25 4.67 7.44
Alabama......ooovvvviviisisianaraae.. 18,924 21,573 22,967 24,097 14.00 6.46 492
Miseissippi.......... Shsssrevansnrinane 26,645 32,528 43,009 46,841 2208 an 8.91
WestBonth Contral. . .......cocvvvrienns . 1734688 208,634 216,552 229,865 20.27 3.80 8.15
ArKansas. .. ....coveeviussvnnngnoanas 14,027 15,498 15,104 17,202 10.49 -2.54 13.89
Loumians., .. cooveonirrinraranraranens 34,312 42,877 46,081 50,3 2493 147 92.23
Oklshoma.,......conents 46,359 57,086 55,533 60,918 23.14 -2.72 9.70
Texas. ..ovvnercneccanss Ceeeenens 78,760 93,173 99834 101 411 18.30 7.15 1.58
Mowmtaln. . ....oovvrinriisasiiiissrears 118,963 132,178 131,764 197,126 13.00 —21 4.07
Montans. ... ..oovovviecsiranicscanas 20,837 24,404 23,401 22916 17.12 —4.11 -2.07
Idsho....ccovn.t. crerevasaans Grereens 15,237 17,806 18,026 18,462 16.86 1.24 242
Wyoming......... P P reee 6,242 9,564 9,239 9,872 5.2 -3.40 6.85
Colorado. ... cccovuvuuss Gersisaan ver 37,061 40,512 41,033 43, 1153 9.31 1.29 5.17
New Mexico. ... . verrrasaras bevessaens 7,958 7,324 7,892 8 026 -7.93 7.76 1.70
ARZODR. . oeonerirecaenens Vivesareraaes 13,377 14,573 13 9’24 15,469 8.94 —4.45 11.10
Utah, .ovveivrreniiiiniiniinnanas erans 11,967 13,629 13 708 14,610 13.89 .58 6.58
Nevads.....ooonvivransarissassasnss . 4, 287 4,361 4, 541 4,618 173 4.13 1.70
Paclfis....coo0nereenens Crasrraenensieaas 243,084 205,923 326,024 357,313 2L.75 10.17 9.80
Washington Grireres Geresaeans veees 50,889 54,393 55 145 57,468 6.89 1.38 421
CEOTH. . o osnsae veaeeies Cesarirenann 28, 36,357 38, 925 41,775 27.60 7.06 7.32
Californin. ....vveveseeensssn Cesasaes !63,67.'! 205,173 231 954 258,070 25.36 13.05 11.26




TasLe 35: StaTeE Tax CoLrEcTiONs BY STaTES AND GEOGRAPHIC Divisions, 1922 To 1925

. e Div State Taxea Per(C_e;lm or Per Cents tS‘t::e 'l;uLe:c:lnTof Combined
1922 = —
(thomnd)) | Cchonndn) | hoinany | T | VBT 1922 1924 1925
$868,143 | $1,017,460 | $1,107
79,722 86,600 i ol:m g :'g: Pt e e
!si.;gg 1 ; 851 1213¢ | 2749 379 | 3289 2631 s
X 5761 | —5. . X X :
3.;, 1946 5,011 5194 22.33 12.;} §§ ?fa i et
g o dn | um| omg| R | s | Em | Bs | G
MRECHICUL. . o v nvnnnsnnnnnness ) ; 'y ) : :
pSOBREEHEUL v 2;3’5533 20,143 22677 22.%‘5 12 ";,9; %g 3% A F¥AL
New YOrK. . oovnnnoniirinrnennns 117,057 o el 761 | a7 238 i
g N fomnn 17,057 139,563 152,401 19.23 920 | 19.64 o | ards
NowJemey. o oovicniinns 36,363 47,089 51322 | 29.50 899 | 2332 o 0y
plemalvania. & 87,530 91,336 | 3027 5 | 2w | B | B
Ohig. ..0oururanss ORI 31040 e xHert = 4 | 1 1738 174
Ohio. .......ooicoee. e 41,040 36,766 31,648 | —1048 | —~1392 1635 156 1158
Indiana...... e 18478 26,794 30070 | 4500 B2 | 19 19.45 2087
Blimois ..o s 4s,sm 42,296 48,518 18.94 5 | 14 o Ery
Wilcodlmmin ......... e 45997 45236 49300 | —16s 898 | 206 219 241
e 170 28,360 28,348 8.37 Zos | 2es | B | b7
sat North Contral. ... e :g.go 113,930 122,139 18.18 721 | 18 e 2015
Towa...... e 21983 o0 soss | a0 | 631 | 2 0 | 2751
low. oo s 2L 83 22,963 25,199 448 571 | 1974 P Ty
Missouri oo ceean 460 17,820 25,383 8.26 42. 3 tys i
Norch Dm“. SEISRITIRIE 4,847 6,007 6,904 23.93 4. ;; e nu Fryt
Sou 13.239 7,009 7,504 63.42 7.06 {gsl 1655 2018
Kansas. . ... s'g' 55 720 [ 3003 | 244 1531 1336 1278
gKanse o S 9 10,773 10884 | 2470 103 | 11e T xb
Delaware......... DRI R 185 maa | Ba e | aen w2 2259
Muyad. ol ke | wme | e | b | wse | S | w8
Y 15,281 13.29 841 | 2719 25,53 2613?



18,288 21,344 23,519 16.71 10.19 39.23 39.17 40.35
9,600 13,030 13,899 35.73 6.67 .70 23.14 23.81
9,933 14,005 19,281 40.99 37.67 21.52 24.34 28.10
6,999 9,029 13,623 29.00 50.88 29.88 29.90 3530

10,869 13,510 5 175 24.30 1232 26.17 2995 31.47
8,588 11,541 12,864 34.39 1146 25.05 .90 204

44,882 48,852 5$4,985 849 13.02 29.05 27.72 2763

15,376 15,038 18,547 -2.20 2333 32.99 28.56 31.03

10,121 13,303 14,349 3144 7.86 23.59 2745 28.05

10,305 11,99 12,091 10.62 6.07 35.26 34.57 49
9,080 8912 9, 998 —1.85 12.19 2542 21.51 18.86

§0,070 84,691 fl.839 4099 15.52 25.72 28.87 3112
6,444 11,041 14,078 7.4 21.51 3148 41.60 48.24

16,701 17,175 18,208 2.84 6.01 3273 28.60 28.32
6,715 9,619 14,620 43.25 51.99 12.65 14.42 20.84

30,210 46,856 50, 933 55.10 8.70 21.72 33.46 33.78

34,049 37,644 36.783 10.56 —2.29 2255 2217 251.82
3,416 3,489 3,691 2.14 5.79 14.08 12.51 13.62'
3,480 3,737 3, 815 7.39 2.09 18.59 17.35 17.47
2,148 2,685 2,528 19.44 ~5.85 26.48 21.92 21.48
8,955 10,631 10,594 18.72 -.J35 19.46 20.79 20.52
3,091 2,290 2471 | —2591 7.90 27.98 23.82 23.84
6,315 5,216 4819 | —17.40 —7.61 Jro7 26.36 25.71
5,067 7,750 6,928 5295 | —10.61 29.75 36.25 33.57
1,477 1,846 1,937 2493 4.93 25.62 29.74 29.90

74498 90 103,018 21.96 13.38 2346 2349 24.01

17,887 25,811 4,358 44.30 —5.63 26.01 J2.18 30.64

Oregon. 12,910 15,440 15,979 19.60 3.49 3118 29.51 29.10
Californis. ...... S anassmaerrsesaes 43,699 49,607 62,681 13.52 26.36 21.07 19.47 2127
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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 responstble for the greater part of this increase.

State 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-
tion' 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 amoung 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, -

DistriBuTiOoN OF CoMBINED Tax CoLLECTIONS

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

1See Chapter VIIL t See Chapter VIL,
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TabLe 36: VoLuME oF Tax CoLLECTIONS DISTRIBUTED BY

StaTES, FiscaL YEAR 1922

Combined .
Federal Federal Combined

State and | Stave Taxes | Loceal T

Beatas St“[' ':.d.. (‘J;:‘:d” Local Tazes (:honnnd:‘) (thousands)
(thousanda) ( )

Algblmn .............. $48.6861 519457 $29,229) $10,305| $18,924
Anzona..........000.e 2303 3,345 19,692 6,315 13,377
Arkansas.............. 33,40 12,960 20,471 6,444 14,027
California. . . . 351,193 143821 207,372 43,699 163,673
lorade.............. 65,209 23,193 46,016 8,955 37,061
Connecticut. .......... 118,457 55,022 63,435 16,508 46,927
Delav_ure .............. 14,653 6,648 8,005 3,919 4,086
Diatrict of Columbia... 32,310 19,389 12,921 .. 12,921
Florida.......co00uunnn 52,132 17,847 34,285 8,588 25,697
{ 401 30,864 41,537 10,869 30,668
3626 18717 34s0| 15237
292,586| 248,955 35,561 | 213,394
62,9841 121,356 18478 102,878
31,1121 111,343 21,983 89,360
36,337 1123 8,639 62,484
41,286 609 15,376 31,233
28,862 51,023 16,701 34,322
17,388 27,925 9,170 18,755
50, 45,763 12,442 33,321
182971F 209,112 38,098 171,014
214,718 186,672 45,997 140,675
544441 121,241 29,635 91,606
10,628 35,725 9,080 26,645
98,913 95,025 16,460 78,565
5,384 24,253 3,416 20,837
19,667 58,011 10,577 47,434
1,095 5,764 1477 4,287
7,401 19,359 5,562 13,797
118,117] 155904 3631 119,541
2458 11,046 3,091 7,958
815,208 595,881 117,057 478,824

131,209 46,162 9,933 36,
4,068 29,358 4,347 24,511
A2,79] 251,019 41,040] 209979
25413 53,0714 6,715 46,359
21,487 41,402 12,910 28,492
366,574 300,082 67,189 232,893

37.836 24,001 6,438 17
12,191 23,420 6,999 16,421
4,735 31,845 4,289 27,556
9,714 42912 10,121 32,91
68,4571 1089 30,210 78,760
6,685 17,004 5,067 11,967
534 12,052 3,946 8,106

$4.481 46,618 18,288

28,291 68,776 17,887 50,889
38,510 42294 9,600 32,654
$9.491 124,340 26,170 9,17
2,762 3,490 1,48 6,242
18,543,741 184,015,619 | $858,142 33,157,477
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TasLE 37: VoLuME or Tax CorLLEcTiOoNS DISTRIBUTED BY
States, FiscaL Year 1924

(National Industrial Conference Board)

Combined
ined
Stame sheaermy | Foms S:'.":,";...a Seaes Tazes [ Lacal Tazes
‘h ousan. axed
m;!:n'::)‘ ( d} (thousands)
Alabama.............. $54,815) $21,843) $32,972| $1.,399| $21,573
Arizona. ... ...00000ee 23,350 4 061 19,789 5,216 14,573
Arkangas.............. 42,112 15 573 26,539 11,041 15498
California. . ...ouvvvvuns 402,989 148 209 254,780 49,607| 205,173
Colorado. . ...cc..o.... 71,311 20,168 51,143 10,631 40,512
Connecticut. .......... 112,164 44394 67,770 20,143 47,627
WATC. ... s enonons 21432] 11,950} 94821 4,896} 4,586
District of Co]umbia 44439 29,931 14,508 .. 14,508
FIORAR. « e v enrnrn 71995| 21504 s0401] a1se1| 38,860
Georgia......co0vunnes 79,195 34,090 45,105 13,510 31,595
Maho,....oovvennnn.. 25,883 4,340 21,543 3,737 17,806
]lliqois ................ 528,424 248,676| 279,748 422961 237,452
Indiana, ...covvvuuines 198,515 60,726] 137, '789 26,794 110,995
Jowa....ovovnvevennnns 148,863 290865 1 18,998 22,968 96,030
................ 111,249 29,614 81,635 10,773 70,862
Kentucky..........0t 93,430 40,775 52, 655 15,038 37,617
Louisiana............. 89,664 29,612 60,052 17 175 42 877
Maine,.....ocvvinnian 50077 17,790 32,287 ll,b91 20,596
land............. 97,048 41,836 55,212 14,096 41,116
Massachusetts. . ....... 303,568| 158654| 23491a| 37,553| 197,361
Michigan.............. 447857 241,338| 206,519 45236| 161,283
Minncsota. ... .-.....-- 190250 44043] 146,207 41,963| 104,244
Missisaippi-s - -+ -.--.-- 55 13.788| 41440 8912] 32,528
. P 185,715 85 836 99,879 17,820 82,059
Montana. . .uuneeonnns 33,931 6038| 27893 3489| 24404
Nebraska............. 73,153 17,415 55,738 7,390 48,348
Nevada......cccveiees 7,349 1,142 6 1,846 4,361
New Hampshire. ....... 27,236 8 0‘21 19,215 5232 13,983
New Jersey............ 337,120 129 1731 207,547 47089 160,858
New Mexico. .......... 12596]  2982| ~ 9614 2200| 7724
New York.....cu...... 1,414,607] 744,144 670463| 139,563 530,900
171367] 56371 14005 42,366
£456] 32427]  6007| 26,420
184,093] 270,185 36,766 233,419
26333| 66705|  9.619] 57,08
14606 s1797] 15440| 367357
315.003] 3527359 87,530| 264,829
23,467 26,983 6,970 20,013
76| %0155 gg 21,166
238! 3691
30,503 48471 13,303 35,168
61,535| 140,029 46,856 93,173
6,471 21,379 7,750 13,629
5,338 14,853 5 011 9,842
57,925 54,485 2I,344 33,141
26,167 80,204 25,811 54393
27644| S630s] 13,030] 43,275
54084] 138,268 28360 105,908
¥ 3,154 12,249 2,685 9,564
Total.......concen-- 069,239 183,340,614 [$4,628,625 [$1,017,460 83,611,165
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Tabre 38: VoLuMe or Tax CoLLEcTIONs DISTRIBUTED BY
StaTes, Fiscat YEear 1925

Combined .
ederal, Combined
State s‘im and Pedersd State and | State Taxes | Local Taxes

Taxes
housan Local Taxes | (thousands) | {;
(thnn;{n.m « A9 {thousands)

$56,525| $21,467| $35058] $12,091| $22,967
2450  3707| 18,743] = 4819| 13924
43,564| 14382| 29182| 140078| 15104
4361111 141,476 294,635 62,681 231,954

Colorade. ..... vesneas . 70,819 19,192 51,627 10,594 41,033
Connecticut.,.........J] 118,994 44,434 74,560 1,677 51,883
Delaware. ............. 19,037 9,460 9,577 4,870 4,707
District of Columbin....| 34,518 16868 17650] .. 17,650
Florida............ . 85,171 58,373 12,864 45,509
Georgia..... Cranesaaen 48,220 15,175 33,045
Idaho....... vena 25,999 21,841 3,815 18,026
lfinois. ........... . 291,035 48,518] 242,517
Indinna, ... 53, 144,051 30,0701 113981
lowa.......coovvnnnnns 3 120,616 25,199 95,417
Kansms................ 82,564 10,884 71,980
Kentucky. ............ 59,775 18,547 41,228
Louisiana 64,289 18,208 46,081
Muine. ., ... 32,643 12,134
Maryland 778  15281) 41,497
M_nugchmem 2495479 37959] 211,520
ichigan 219,673 00| 170,373
Minnesota Ml,SH; 33,055 1232.333
isainsi 00 ,998
[ . 116,388 25,383 91,008
Monrana. . 27,092 3,691 23,401
Nebraska, , 56,419 7,210 49,209
Nevada 6,478 1,937 4 541
New Hampshire, 20,149 5,761 14,388
New Jersey 27,598 51322] 176276
New 10,363 2471
New York. . 209,499] 152401 557,098
North Carclima, ........ 68,619 19,281
North Dakota. ...... 32,130 25,26
0., 0ns civa 277,990 31,648| 246,332
Oklahoma 70,153 :4,620 gg,SJS
............... 54,904 5979
Pennsylvania. . ..... - 378,501 91,336] 287,165
lsland ,583 7,429 2,154
South Carclina, ...... 89 13,623 24,966
South Dakota 7.7 2,504 29723
Tennassee 51,158 14349 36,809
Texat. . iatninnnnnns 150,767 50,933 99,834
Utah....... 20,636 6,928 708
g_mt seamiane lﬁ%ﬂ 15,220 5,19; ;2:(7)2:
Washington............ 101,663 2,160 79,503 24,148 55,145
West Vuginia.......... 82,673 24,293 58,380 13,899 44 481
Wisconsin. ............ 193,564 49,8271 143,737 283451 115392
Wyoming.......c..un.. 14,542 2,775 11,267 2,528 9,239

Toral............. .. 158,056,393 183,130,649 [£4,925,744 81,107,370 |$3.818 374




CHAPTER V

SOCIAL AND ECONOMIC DISTRIBUTION OF
TAX BURDENS

RESUMABLY, 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 thedistribution 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 present is careful, inductive research into 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 farmers 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 179, of the $5,292 millions of state and
local taxes collected during the same year.

General Increase of Farm Taxes

During 1919, the farmers of the country paid $621 millions
in taxes. A year later they paid $750 millions. In 1921-22

1, S. Department of Agriculture, *Crops and Markets,” July, 1926.

1 Agricultural corporations paid six and one-half million dollars of federal income
taxes for the calendar year 1924. In 1923, only $44 millions of net farm income
were reparted by individuals on their federal tax schedules.

$National Industrial Conference Board, “The Agricultural Problem in the
United States, 1926, pp- 56, 57.

102
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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.!

Statistics gathered by the United States Department of
Agriculture on operator-owned farms show a similar increase
in the amount of farm taxes paid.® 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 5617 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
Enid $225 millions in taxes, while ten years later their tax

ill 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.¢

Increase of Farm Taxes in Selected States

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

riod covered have been calculated as percentages of the 1919

gure,* 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 337,
1 These figures represented the taxes poid by farmers. The amount of txxes

charged against them was much ter, particularly during the years 1920 dwough
1920 See Kanaas Agriculcural iment Station, Bullctin 234, p 19,

* U. S. Department of Agriculture, * Crops and Markets,” Vol. 111, Supp. 7, p. 229,
#Natonal Industrial Conference Board, “The Agricultural Problem,” p. 56,
lv:’.‘l.l. &”l{epmtdm‘wm.ﬁmnndllm‘m 12,
’b L]
* This year 1919 was a boom year for sgricaltare, and hence somcwhat misiead.
ing a3 o base, but it i the one year for which statistics of taxation are available for
all the states considered ia thia connecton,
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Tasie 39: InpEx NumBERS oF FARM TAxES IN SELECTED STATES, 1910 To0 1925
(Bago, 1919w100)

Kansast Michigant u - North Dakotas =%
ot ] a ] E 5 B -:5 -
U NHEREEE 1l SE el wal sl 4 | 4 (ilaslmal 2| s
o E o [ ek "’é gg G | Qs |G | B a7 I B ém =3 [B3 £8 (2]
1910 “ 1| SL| 49} 56) 51| 48 44| 54 . 43 | 561 ..
1911 | .. | 47 35| 56| 55| 58] S8 55{ 51 60 46 S51f ..
1912 | .. ] 81 39| 56] 56} 59 60| 55| 49| 53] .. 50 . 54 ..
1913 | .. | 55 45| 581 60t 63| 62| 55| 48| 53 . . 67| 55 . 591 50
914 | .1 60 .. | 51} 61] 63| 64| 66] 60| 52| 52| .| o | o lae ] oo ] B3] 59 . 60, 52
915 | .. | 66] 74| 591 65| 67) 69| 70| 64| 53{ 58! .. | .. | .. e bl o] .o | 59 65 . 71 ..
1916 | .. | 73| 84 66| 74| 74] 74| 78| 75| 67 68 .. | .. N P R A N A | 76
M7 V. L 79| 90| 73| 75| 77| 77 76 75 66| | | . ool beo ] .| 67) 80 . 77 ..
1918 [ .. ¢ 89 92| 61| 82| 94| 79] 78| 77| 75| 82| .. | .. | v boew | oo | 0 | 721089} L)Ll 841 69
1919 110011001100 100 [ 100 | 100 | 100 | 100 | 10¢ | 100 | 100 { 100 | 100 | 100 1001001100 1001100100 | 100|100 .. | 100|100
1920 | 11511161126 | 122 {119 | 121 | 117 {119 | 120 | 114 | 120 95} 140 1711307121 {122) 92|13 |na8|181 195} .. {1161 ..
1921 | 123137 {181 | 146 [ 139 | 141 | 148 { 136 | 136 | 130 | 146 | 103 [ 120 125 | 135 (124 | 124 | 84 133|136 (210|198 (100127 ..
1922 1123|159 185|168 1231122 132|120 | 117127 | 145 108 | 116 N3|127 11191123 99[135|159]199 2351 89124 ..
1923 | 1131157 (157 1168 1132|329 | 141 {132} 123 | 143|155} 112 [ 11 131126 (143 [ 121) 88| .. [156| 190234 {102 128 | 115
1924 |107{160} .. |171] .. sl e el oo s 1207|109 100 125 F122 1200 85| .. [1s9|158 ] 1897 71137 | 119
1925 11031164] .. | 1761 |, . ‘. 12011221106 1123 g122(119) .. | .. fweafl .. 1 ..V .. ...,

1 Per acre; data from U, S. Department of Agriculture, press release March 10, 1927,

:'ll,‘onl farm taxes; data from Interstate Commerce Commission, Docket 17.000, Ex parie 87,

er acre;
4 Per acre;
 Per ucre;

td

dat from U. S. Department of Agriculture, “ Agriculture Year Iiook, 1924, p. 257,
data from Kansas Agriculture E.xperimentnl Station, Bulletin 235, p. 21
data from U. S. Department of Agriculture, press releases.

:f;llcrr&dnn from North Dakota Agriculeure College Experimental Station, Bulletin 203, p. 15,

3 Tatal farm taxes; data from Ohio Agriculture Experimental Station Bimonthly Bulletin, Vol. X, No. 9, p. 189,
* Average farm u;: data from University of Wisconsin Agriculture Experimentnl Stltion: Bulletin 363, ppl9.
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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
raid less in taxes than in 1924, indicating that a check, at
east of a temporary nature, had been placed on the rise of
farm taxes,

Relation of Farm Taxes and 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

ear, a tax of a given amount constitutes a heavier burden to
im 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 problem. -

From the beginning of the present century through the
crop year 1919-20, the farmers of the country enjoyed an
income that increased steadily from year to year. A sig-
nificant political reflection of 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 prominence 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 beendifferent. The farmer’s income
has been cut to less than one-half of what he enjoyed during
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the prosperous years of the war. His taxes, however, have
continued 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-owned farms in
Table 41. The gross income? 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% of the 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% of their net
lr;%c;me 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 $306 mil-
lions in taxes paid in this year took nearly 13%of the net farm
income. Agricultural production was reduced in 1921-22;
and although the gross farm income in that year declined by

1 Gress farm income, as the term is used in the text of chis stady and in Table 40
Mhtu'ta!:lu,inc‘udu. other items, the rental value of farm homes,
g‘hecnlculltmnd'?wt gni;t‘:mmbﬂ:&e::m-pd&eUnimd
tates Department of Agriculture that the rental value residences
$180 per farm in 1924-25. This figure is wo high; thus an eknm"uﬁ
overstatement runs throughout the scries ﬁ;\nuformfarnimin'hhle
40 and in the text,

U Net furm incesme represents gross farm income minus all expenses of ¥
mdpdl{cinmutumdebudnenmdmtpidmmopuamo de-
uction of wxes.

8 Nt farm profits represent net farm income minua the value of the labor put into
pmduct{onb the farmer and hin family before deduction of axes, The red
value of the ‘s labor in based on the wage acale for agricultural help,
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income :
of taxes....o.usune, 49 42 49 55 55 59 64 64 33 45 4.4 8.2 129 | 164 134 13.3 120 | 128
Tuu ns L‘““mo:’ of net
uction . '
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TaeLe 41: Farm Taxes anD Farv IncoME For OPERATOR-OWNED FARMS IN Ti-ls
UnriteD StATES, 1919-20 TO 1925-26

(S U. 5. Dep: of Agriculture, “Crops and Markets,” Vol. ITI, Supp. No. 7)

1919-30 1920-21 191122 1922-213 1923-24 1924-25 1928-26

Millions Millions Millions Millions Millions Millions Millions
Gross Ineome. . oouiviiivariesssnrasnninanancacs| 15,719 $12,668 \ $10,366 11,288 512,003 512,415
Nat income before deduction of taxes. .. Crrstianesan 42 4,951 3, 4,981 5,516 238
Net cush income! before deduction of taxes..,....... 2,306 1,750 1,813 3156 3,752 3,714
B T 38 545 582 &7 €26 635 635

Per cant Per cent Per cent Per cent Per cent Per cent cent
Tl!llllmwmnnnfmmm Crreriieranens 25 43 6.3 6.0 55 53 51
‘Taxes ay prop of net anabove. .. .oiie 4.5 110 150 12.4 11.3 104 10.2
Taxes aa proportion of net cash income as above. ..... 7.0 13.6 33.3 219 19.8 16.9 12.1

Nt income minus value of farm produce consumed oo the farma.
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nearly three and one-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 profits over the preceding year.
The 3848 millions of taxes paid in this year iy 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.

Farm Taxes and Farm Income in Selected Siates

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 thesouthern states, from 5.6%, t0 29.2%; and in the western
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 10.19, 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%9% in the western states.

The proportion of farm cash rents or of farm income absorbed
by farm taxes over a period of years in nine states—Colorado,

'U;S.Deplmtofhuimlm'wrmhﬁ.lm'p.ﬂ
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Illinois, Indiana, Jowa, 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 10.19; 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, over 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, Jowa, 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 409%, to 859 of the net in-
come received by the farmers in 1922 went to pay taxes.

As was noted above, in 1924 and 1925 the increase of
farm taxes in many states was stopped. These years wit-
nessed marked improvement in :f.e 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.

Relation of the Property Tax to the Farm Tax Burden

Practically the only direct state and local tax paid by
farmers is the property tax. Twelve states’ tax personal
income, but farmers do not have to report farm produce
consumed on the farm and are taxed only on net cash in-
come. In the great majority of cases farmers pay little or
no income tax, since the personal exemption allowed exceeds
their cash income. The circumstances of the property tax,
therefore, are a major factor of the farm tax problem.

The present property taxes of the states, in so far as they
are levied on tarm ‘Em , are proportional taxes. The
tax collected from the er is in proportion to the value
of his land and his personal property. In a few states there

1 Delaware, Massachuosetts, xeeippd, Missouri, New Y North Carclina,
North Dakots, Oklahoma, South V‘umnnandwgm New
shire levies a tax on income from intangibles only. See National Industrial Com-
feronce Board, 5 The Fiocal Problem ia Tlinoie,® 1927, pgr 191, 200 .
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(National Industrial Conference Board)
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? Data from U. S. Department of Agriculture, press releases.

4 Data from C. O. Brannon, op, ¢it,

* Data from North Dakota Agticulture College Experimental Station, Bulletin 203 p 15,

$ Data from U, S, Department of Agriculture, “ Taxation of Farm Real Estate in fndilnl," 1919, p. 9.

¥ Data from Interstate Commerce Commission
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U Data from Ohio Agriculture Experimental Station, Bimonthly Bulletin, Volume XX, No. 2, p. 85.
¥ Daca from Univensity of Wisconsin, Agriculture Experimental Station, Bulletin 393, p. 18,
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products is set in 2 world market where the farmer must
compete with 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. FEconomic
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 1s 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



DISTRIBUTION OF TAX BURDENS 115

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, and he was
" paying taxes on a value which did not represent income re-
1ceived at the time or could not be justified by the income
ater,
Because the ratio of farm income to property value is thus
rsistently below the ratio of return on other property and
ecause 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.

Incidence of Farm Taxes

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 argued that the excess of farm taxes over the general
tax level 1s shifted through capitalization. That is to say,
when & 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

17t has been estimaved that in 1920 the following jons of farm land
values in different parts of the country :edq:m;:...nInImd
anticipated increases of farm income: lowa, 55%; SwthemOhio.i":l‘.%B: Southern
Wisconyin 46.99; Eastern Nebraska and South Dekots, 61.4%; North Central
Illinois, 51.8%; thern Minnesota, 63.3%. See C. R. Chambers, * Furm Land
Income and Farm Land Values,” in fmerican Economic Resiem, Vol X1V, p. 633,
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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 immediately 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 eatlier 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.
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Were cither 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. _

It 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 income. It is an eco-
nomic, not a fiscal, problem.

CorpPorATION Tax PaAYMENTS

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, hence, 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 surplas) which the holders of the title
would otherwise rcceive'zom it,

Because the great majority of corporations are business
instruments, the taxes they pay have the characteristics of
business taxes. The most important of these is that a con-
siderable proportion of the taxes paid by carporate bodies is
eventually shifted to the consumers of their products. Some
of these taxes are definitely added to the prices, and gross
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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 ofPthe 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 fgllowing
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 Payments 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 $8,465 millions. In the same year the
corporations paid $2,551 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 cents 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 309, of the net profits of the indus-
tries as a whole. Precisely where they fall in practice, of

1 The net profits of a corporation cqual its taxsble income plus non-taxable inter.
est frum tax-cxempt securities and dividends from other corporations. The net
profits are thus equivalent to gross income minus business expenses.
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....... veevenssarerenseenees] 3,633,835 196,659 43,911 67371| 1.67] 56| 22.33{ 34.26| 35.22 | 39.89
Finance, banking, insurance,etc.. ... ....... 9,441,666 | 1,508,447 5| 447354] d.4l | 474 | 21371 29.66| 32.20 31.82
Combinations, predominant indusery not
ascertaingble. .. ......coernrrenincrnan. 455376 | mm0] 6063 8,875] 1.33 | 1.95| 27.02 39.55} 27.36 3098
Inactiveconcerns. .. ....cooovavevsncanans 7 a 33| 1009 |10.09] * ' s ]
Total, . vvvevvvrivviersrsnavasisirnns . .18119,746,703 | 88,464,757 | 51,592,705 | $2,551,156| 1.33 | 2.13] 18.82{ 30.14} 27.75 | 30.75
Corpmmm Reporting Net Incomes
ltusre and selated industries. . . . . siress $566,633 $78,280 . $17,708| . 313; .. | 2262 . -
ining and quu'rym‘ ..... trreeveernane 2,598,703 332,061 . 94,3241 . 363 .. [2841) .. .
Manulfscturing. .......ccovevvavioness 45,396,807 | 4,271,612 . 834,011 184] .. 19.52¢ ..
Conptruction, . ... .. ,..o0vevuussseresnses 1,787,363 146,167 . 21,352 . 1191 .. 1461 .. .
Tnmporuucn and other publu: utilicies. ... 9,124,622 | 1,950,467 . 555001 .. | 609 .. |2851f .. .
Trade. . Cresesiagieseanaraeiriaes oo 28,637,561 | 1,266,135 . . A81 .. | 1998} .. .
Public nmu, profumnnl amnmnetm, )
hotels, etc.. .. ....... vreireresrsrsesess] 2,050,886 249,578 56,6531 . 276 .. | 2270) .. .
Finance, banking, insurance, etc............ 7,038,305 | 1,667,271 3459761 . 491 .. |20.75} .. ..
Comb;num predominant industry not
ascertainable........cc0n0s ceerrernnens 359,436 34,751 . 6,768 .. 1.88 1947 .. .
.- . . . . . ve .-
Botal, . vsereinrrnarinnienneesnssesss] 397,560,316 | $9,996,322 “e $2,185,719 224 .. | 21.87] ..
'Gmmapuhunllnuthwmddedumuuptm ’Deﬁut.
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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%,.! Itis 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 Taxes

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,
accosding to the data of the Interstate Commerce Com-
mission, taxes of Class I railroads in 1924 were 5.499%, of the
gross receipts. Since this percentage is somewhat below the
average shown in the Statistics of Income for transportation

1 Tn part, this high ratio of taxes to net profits in the extractive industries has been
due to depressive tendencies in this field. A more significant factor in producing
this high ratio is the depletion allowance which these industrics deduct in deter-
mining their taxable income.
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and public utilities combined, it is evident that the percent-
age for the latter group alone would be higher 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 Per Cent

Tures to Grose Taxes to Net

Receipta Profite

entral electric light power stations 6. N
Commercial...oviviainienrinianss 7.41 26.85
Municipal. . .. covviiiciiiiiiainne .15 3.04
Electric rallWways. . vovvvrisnrnrirasaes 6.18 53.12
Private, . vciveiiiciancnnnrsanean 6.28 54.61
Municipal and state..........00000 1.76 10.03
Telephone companies. .......0vvenen. 713 32.62
Telegraph systemb. coveciverivacinens 4.5¢ 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
industries. 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,

Corporation Taxes by States

Table 45 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 profits, 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-

‘ bined with differences in the relatve prosperity of state
- groups of industries, produce marked differences in the rela-
_tive tax burdens.
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TasLe 45: NET Prorits AND TAXEs oF CORPORATIONS,

1924

(Source: United Seaces Burean of Internal Revenue)

Por Cent of Nex
Profivs

Net Protn | Seare and F
Staves of Domestic | Local Taxes | (o055 ["De
Corparacons | (Fouuants) | ESCEa | worEraes (Deronsd o0
and Local | All Taxes
Taxes
United States. ........ $8,419,614 | $1,586,536 | $2,541,007 is.8 80.1
New Enlhnd ......... 530,765 139,957 210,048 264 3.8
Maine. .. ...ccnunne 38,355 9,522 13460 | 24.8 35.1
New Hampshire. . ... 8,643 2318 3433 | 268 39.7
Vermont. .......... 8,261 1, 3,075 23.6 372
usetss. . .. .. 332,480 91,581 136,574 | 27.5 4L1
Rhode Island........ 25,296 9,681 15546 | 383 61.5
Connecticat. . ...... 117,730 24,906 37960 | 212 n2
Middle Atantie. ...... 3,806,815 632,600 16.¢ 270
New York.......... 2,596,489 434 989 701,053 16.7 27.0
New Jersey......... 315,47 43,707 76,804 | 139 4.4
Pennsylvania. ...... 894,779 154,004 248,352 17.2 27.8
East North Central 2,002,386 347,102 533,120 17.3 2.1
Ohio.....ooaveunnns 436,856 86,185 141,423 19.7 324
Indiana............ 104,247 21,950 36,016 | 21.1 .5
Illinois. ............ 776,737 136,173 14 17.5 28.9
Michigan. .......... 541,009 71,422 133,189 13.2 24.6
Wisconsin. ......... 143,537 nan 479291 219 3.4
‘West North Central 551,294 126,160 190,339 229 M5
e 136,736 38,002 5277711 278 8.6
Tows.....conceunns 45244 12,320 18237 | 272 403
i L PO 238,178 43,157 71,795 18.1 30.1
North Dakota. ..... 3,671 2,035 25451 554 69.3
South Dakota. ..... 3,097 1,761 2,185 5.9 70.6
Nebraska.......... 24,132 6,470 9591 | 268 397
............ 100,236 22,415 33209 224 3.1
South Atlantlc........ 576,842 113,837 78,925 1.7 e
Delaware. ......... 78,476 5913 11,375 7.5 14.5
Maryland.......... 100,194 21,987 32619] 219 26
District of Columbia 58,270 10,955 17,129 18.8 2.4
Virginia. ........... 80,922 19,481 29,852 | 24.1 39
West Virgmia........ 43,527 13,251 19801 | 304 45.5
Noerth Carolina. ... . 95,902 14,374 25,004 150 26.1
South Carolina..... 10,993 7,176 8,637 | 65.3 90.4
Georgia, .. covuveen.. 44,737 10,646 16829 | 238 376
Florids............ 63,821 10,054 17,479 158 174
East Seath Central. 152,158 30,464 &50 2090 33
Kentucky. ......... 63,372 8,459 16,514 | 133 26.1
Tennesset. .conven.- 45,485 10,289 16,59 | 226 3s.5
Alabamsa..........- 34,438 6,206 10,5331 18.0 30.6
Mississippt. - - . ..... 8,860 5,510 7007 | 612 791
West South Ceatral .. 2521 58,928 21,071 2.2 0.4
Arkansas. . ......... 16,067 3423 54751 U3 N |
Louisiana.......... 52,09 15,193 21918 29.2 2.1
Oklashoma. ......... 14,192 9,180 13,906 64.7 980
TeXnS..or-veerronns 142,866 31,132 49,772 | 1138 3.8
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TanLe 45: NeT Prorits AND TAXEs oF CORPORATIONS,
1924—Continued

{Sourca: United States Bureau of Internsl Revenue)

Per CIi;ﬂ of Net
Nat Profits Stare and Pedoral, rofia
States &f Domustic | Local Tazos |  Staseand Devorsd |
(Thousandsy | TR22248) | Fhousmade) | umg Lacal | AU Tases
Taxes
Mountain, ,...0000.0 $111,954 §32,708 $46,794 2.3 41.8
Montans........... 5319 3,443 4,487 64.7 84.4
Idaho.. i ivvnvvnnies 4,475 2,705 3,519 60.4 78.6
Wyoming.......... 1,882 1,139 1,649 | 605 87.6
Colorado. . ..vuevsn 69,778 14,558 22,396 | 209 321
New Mexico. ....... 781 1,012 1335 | 129.6 1709
ArizonR.......000n 6,232 2,698 3613 | 413 580
Utah. .. covviinien 23,922 6,415 B,8t1 26.8 Jo.3
Nevada,........... 415 798 1 i
Paclle.........oc00e 462,382 104,720 163,851 224 384
Washington., .. ..... 51,968 18,292 25,082 352 48.)
Oregon. . ... .neve 1,904 9064 | 12608 | 476.1 | 6622
Californin. ..., . 408,513 71,364 126,161 18.9 3.9
! Peficit,

As between regional groups of states, however, there is
little difference. The highest proportion of state and local
taxes to net profits in 1924—29.39,—was found in the
Mountain states. The New England states showed a pro-

tion of 26.4%, and the West South Central states one of
6.2%. The lowest proportion—16.6%—was in the Middle
Atlantic states, while in the East North Central states the
ﬂoportion was 17.3%. In general, the high ratio in the
ountain states can be explained by the peculiarities in the
reporting of mining income! in those states, and the |
deficits of New England textile establishments in 1924 partly
explain the high ratio in that region,

Among the individual states, Delaware corporations paid
7.5% of their net profits in taxes. This low proportion is
explained brn:ehe 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-

1See footnote 1, p, 120 of this wolume.

* See Nutional Industrial Conference Board, " The Fincal Problem in Delaware,”
1927, p 82,
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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 taxes 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 determined 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 from 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 109, 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 sharcholders, 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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TABLE 46: PEeRcENTAGE oF Divipenps To INCOME
(Source: Unived Staves Bureau of National Revenue, “Statistics of Income for 1924™)

Income, Including . Per Cent

Income Clamses Snu "d D'"m%'., Dividends

(Thuuundl] o [ncome
Under $1,000............ $293,145 $26,714 %.11
$1,000- Ki.1.+ N 3760499 82136 2.18
2,000~ 3.000.......... o 5,574 797 143,34?. 2.57
J3,000- 4,000... . X] 181,039 420
4000- 5000,.....000000 ’ 2,955,972 199,812 6.76
5000~ 6000.,.....0..., 912,742 59234 6.49
6,000- 7000............ 743,544 61,517 8.27
7,000-  8,000......... 607,243 58,857 9.69
8,000- 9000.......... . 494 808 57,103 1154
9,000~ 10,000........ aae 439,251 55,389 12.61
10,000~ 11,000......... ves 363,432 57,138 1572
11,000- 12,000... ceas 327,004 55,023 16.83
12,000  13,000....00000000 286,554 53,275 18.59
13,000- 14000............ 258,688 50,916 19.68
14,000~ 15,000........... . 234,026 47,676 20.37
15,000~ 000, ...t vea 921,276 214,804 23.32
20,000~ 25000......044004 669,446 178,829 26.71
25,000= 30,000......... 509,168 148,893 29.24
30,000- 40000......0..... 718,244 231,773 32.27
40,000- 50,000...........4 487 482 174,405 35.78
50,000~ 60,000.......... 352,832 138,314 39.20
60,000~ 70,000...... evans 278,491 112,939 40,55
70,000~ B0,000....... . 209,222 84,568 40.42
80,000~ 90,000........... 175,120 74,696 4265
90,000- 100,000......004. 135,113 58,219 43.09
100,000~ 150000........... 410,635 181,732 44.26
150,000~ 200,000............ 209,054 91,665 43.85
200,000~ 250,000........... 137,527 57,490 41.80
250,000~ 300,000......0000.. ns 34,188 43,99
300,000~ 400, vrrariaaaes 119,712 59,019 49.30
400,000~ 500,000,.....000140 71,714 33,022 46.05
500,000~ 750000........ 129,151 61,727 41.79
756,000-1,000,000......... 45,807 n.n6 49,59
1,000,000-1,500, cererenuas 49,408 16,663 33.73
1,500,000-2,000 neraran - 22,058 8,212 3.8
2,000,000-3,000,000............ 44,584 24,308 5452
S,MWOOO,CKI) vrvarsataens 15,193 10,514 69.20
4,000,000-5,000,000......000 400 17,073 11,080 64.90
$,000,000 and over........ AN 37,815 31,962 84.52
Toral. . oouvinnnnss ciasanees] $27,405,528 $3,250,914 11.86

local taxes paid directly by individuals.! The degree to which
taxes are shifted from the original taxpayer to other agencies
is, however, at present indeterminate except in the broadest

outlines of theory.

1See beiow, p. 127 and Table 47.

10
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State AND Locar Taxes CHARGED TO PERSONAL AND TO
INpivipuaL 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
asmall fraction of their property taxrevenue. 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 Taxes and Business Taxes 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-

* Though Oregon’s law has since been declared unconstitutional, the taxes paid
under that law were deductible in the 1924 federal income eax returns.
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ness income, are included in the total of state and local
persona.l 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 all.

This set of factors is balanced to within two-tenths of one
per cent by another sct 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 legisiatures have made special provision for
assessment which makes it more difficult to avoid taxes on
business property than on property not used in the regular
course otP business. The relative weight of each of these
factors is, however, not at present possible of statistical
analysis.

Distribution of Tax Ratios 8y Income 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 $3,000
and 34,000, the proportion that taxes are to income declines
rather steadily as personal income increases,—that is, the
Erenter an individual’s income, the smaller the proportion of
his lincome witllldrawnt:y state and local taxation. In :lhe

ighest income classes the percentages fluctuate widely,
because of the small number of rett;ﬁs in each t':‘l'a.m.ss.y Thge
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 $3,000 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 attributed to the
fact that professional income subject only to light, if any,
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TasLE 47: RELATIVE BUurDEN oF STATE AND Locar Per-
SONAL AND BusiNess Taxgs oN INDIVIDUALS, BY
Income Crasses, 1924
(Source: U. S. Bureau of Internal Rovenue)

Toral Per Per
o | 0 | 225, &=
ncome . i usi-

Tortal Income | Taxesand } Personal |Tazes| to | Busines 2::- new
Incomet | and Taxes | Contribu- [ andIn- | S0 | In= | Income Taxes [Tanes

Income Classcs tions dividusl | lo- |come, (Thou- | _to
sands) | sands) | (Thou | Busineas | come Tazesl sands) L 0V { Bosi-

sands)} Taxes |2 éon- new
eribu- come

tions

Under 51,0001 £235,451 16.89 | 16.32 $12,331512 83
$1,000- 2,000 3,564,474 3.59] 3.53 9481 5.00
2,000~ 3,000| 5,277,147 4.00| 395 905! 4.18
3.000- 4,000 4,054,049| 4351 4.28 32,1621 3.02
4000~ 5000| 2,773,875 431 4.23 21,6741 2.97
5000- 6,000 856,951 4301 4.22 7,018} 349
6,000~ 7,000 700,743 3951 388 549 364
7,000- 8,000 571,453 Jo4 3186 4,165 3.61
8,000~ 9,000 944 379] an2 2,743] 3.08
9,000~ 10,000 414,349 382] 375 2 3.04
10,000~ 11,000 344,101 3671 3161 18321 319
11,000- 12,000 , 348 3.73| 366 1.512] 3.04
2,000~ 13,000 271,526 3.60] 354 1,191 2.81
13,000- 14,000 45,388 3.49| 343 1,067) 2.94
14,000~ 15,000 20,654 £12] 405 3941 2.80
15,000~ 20,000 B73,577 3152 346 3.163] 2.79
20,000~ 25,000 634,182 352) 345 2,005 2.73
25,000- 30,000 486,956 3.19| 315 1, 179
30,000~ 40,000 689,549 311 309 1, 162
40,000~ 50,000 465, 3031 3 1, 2.86
50,000- 60,000 338,923 3.39] 3.38 1, 4.79
60,000~ 70,000 268,516 3121 31 255
70,000~ 80,000 202,515 2841 283 3.26
80,000~ 90,000 168,542 39| 189 £.79
90,000~ 100,000 131, 293] 2M 508
100,000~ 150,000 397,386 J0i| 3.04 313
i B8 B ) i L
250,000~ ,000 73,202 3.77) 39 8.83
300,000~ 400,000 116,042 290 2.89 5.69
400,000~ 500,000 67,481 365| 357 .11
500,000~ 750,000 125,107 28 2.54| 252 .34
750,000-1,000,000 347 213 220 160
1,000,000-1,500,000 46,3604 24671 237 7.13

1,500,000~2,000,000 22,753 23,0 1321 1.38 $

2,000,000~3,000, 37,128 12681209 . .y

s e | Ak

and over 32.5(13' 3,08 168| 147 . - .-
Total...........1525894,776/826,974,291|527 405 528] $1,079,515 | 4.00] 3.94 |$4,755,4835177,839) 3 74

$ Capital net gain from szlex of zssety held for more than cwo years is included in oet incame, but capical
et lose muhol?‘:-mheumwummndw:m,h-:tmm_

£ Tax larger than income.

No tax.

taxes composes a large element of business income in th
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 109, 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.

Cumulative Calculation of Relative Personal and Business Tax
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 lower 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.

1] ascending cumulation, higher brackets are successively added to lower;
innclllc::ndingwlzuhdon,hwubnckeummmﬂivdyldded to higher brackets.
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Tasre 48: Cumurative DistrisuTion or STATE AND LocaL Taxes oN INDIVIDUALS BY Income

Crasses, 1924
(Bsures: Daes from Usiced Scates Bursan of Internsl Revense. Calenlstions by National Indastyial Cosfercuce Boaxd)
Pexr Cent Comalative Taxes w
_ Toeal P Ba Cumulative [ncome
Comalative Income | Comulasive Toeal Personal Cownlative Businews Camulstive Baginess
Incinding Tazas Inclading Income Ipcluding ‘Taxes Including ngl‘l'mu Benane-'l'n]u
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810,137 208,152 4,280279 511,533 63,277 15,629 413 129 3181 3.06
899,621 199,378 | 4,312,186 475 204 64,171 14,562 4.13 328 3.81 306
921485 189 £.425,045 3,297 67,34 13,668 4.10 1.15 3.78 308
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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 $40,000 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
Ppart 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 personal income. The
fact that the relative burden of business taxes should be
lighter for the income classes from $4,000 to $20,000 is ex-
plained by the relatively large proportion of the business
income of these classes which is composed of lightly taxed
personal income. w

2

Total and Business Tax Burdens by States
The variability of tax burdens on individuals by states 1s
presented in Table 49. The average proportion of total tax
to total income is 3.93%,; the average business tax ratio
is 3.73%.! Of the forty-eight states and the District of

1The average ratios in Table 50 are 019, lews than in Table 48, because territorial
passcanions are included in the figures of Table 48,



TaBLE 49: DisTRIBUTION OF STATE AND.LocaL TAXES oN

INpIviDUALS BY STATES AND GEOGRAPHIC Divisions, 1924
(Source: Data from United Stares Bureau of Internal R:vde)nua; Calculations by National Industrial

ference
Total Per Cent Taxes
Income Toral . . Arcof Income
;‘!n:ludin State Business | Business
States and Geographie axes and | and Loeal | Income Taxes
ivisions Contriby- Taxes {In thou- | {In thou~ .
riona) {In thou= | sunds) sands) Total | Business
{1n thou= zands)
sands)

United States....cinvaennan 827,356,528 |$1,077,513 |$4,750,401 | 177,489 194 -0
New England, teranaan 2,445,778 98,179 402,639 15,322 4,01 3.8
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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 1.799,
to 11.19, 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.

Tue FEperaL 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.



DISTRIBUTION OF TAX BURDENS 135

“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 peried . . .
In Japan the pre-war percentage 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 17.29, to 71.7% of
the total tax revenue of the Federal Government. A falling
off of collections, as the result of the post-war depression, re-
duced the proportion to 65.4% in 1921. During the next
few years tEe 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 systems 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. Thisis

articularly true of the personal income tax which provides

r graduated rates.

Personal Income Taxes

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
1n 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 $20,000
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 19 for the lowest class to 637, for incomes
over $2,000,000. Under the 1918 revenue law, applicable to

1 i = 3 -
lmﬁﬁ;}m&m The Science of Public Finance,” MacMillan Co.
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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 129, 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 509, 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
illustrated by Table 50, 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 irregularities in the income classes below
$10,000 are caused by the fact that varying proportions of
the returns in these classes claim personal exemptions in
excess of the net income reported. The income classes be-

1 Total income includes tax-exempt interest and contributions, after allowing for
capizal net losscs for 1924 .

2In the income class under $1,000, individuals required to pay federal income
taxes rvmed only $13 millions. The taxable income clams ander $1,000 inclodes
wives w husbands claimed the full benefit of the joint exemption of $2,500,
and individuals filing a return for a fraction of a 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 50: FeperalL INcoME Taxes CHARGED AGAINST

1924 IncomE, BY INcOME CLASSES
(Sourcet Unitad States Buresu of Internal Revenue, " Statistics of Income for 1924")

.} Per
Neot Tax Per Per Per | Cent
Total Cent | Cent | Cene | Tax
Tncoms C1 N“m."" Incomes r of Tax | Statu- ATI;:- Allow-
LK (Thou= verage to to; ance to
Returos | gandy) |Amount| Amoupt | Toral Turl’to ance to | Status
{Thou- Per Income | Lncome | Incors | tory
s0ds) | Return Taxt
Under  $1,000 . $146! 5571 06| 132 ]| 125 | 9545
$1,000- 2,000 . 10,432 &7 29 A48 19 | 39.58
2.000- 3,000 ,, 10,207 13-t .19 55 36 | 6545
J000=- 4,000 . 12,392 15 30 A8 .18 | 37.50
4,000~ 5,000, 14,473 15 S1 Q4 1 21.54
5000~ 6,000 ... 6,015 90 69 J8 09 | 11.5¢
6,000- 7,000 .. 5,951 57 83 89 06 6.74
1.000- 8,000 .. 5771 78 9 117 18 | 15.38
8,000~ 9,000 ,.. 5.522 104 | 116 | 140 24 | 1714
9.000=- 10,000 .. ,568) 132 1.3 1L.57 25 | 15,
10,000- 11,000 .. 5,156 159 14T 1.94 AT § 2423
11,000~ 12,000 .,. 5,337 201 169 | 240 J1 ] 2958
12,000- 13,000 ,., 5,124/ 248 1.93 .78 . 30.58
13,000- 14,000 .. 5,185 94 2.12 3.09 97 | 11.39
14,000= 15,000 .. 5,242 M9 | 233 | sS4 | 111 | 2.7
15,000- 30,000 ,. 25,899 519 1 291 | 49| 18| R4
20,000~ 25,000 .. 25,827 928 4.00 5.81 1.81 | 3L1S
25,000~ 30,000 .. 4, 1429 | 508§ 717 | 2.2 | 29.57
30,000- 40,000 .., 45,91 2359 1 660 902 | 242 83
40,000~ 50,000 . S44 3792 8.15 | 1.4 1.9 .76
§0,000~ 6000 ... 33909 5644 ]| 9SS 1370 875 0 2737
60.000- 20,000 ., 6521 7,705 | 1136 | 1608 | 469 | D2
T0.00- 80,000 .. 10,176 | 1291 § 18.34 543 | 29.61
80,000= 90,000 ... i4,722| 12,930 | 1466 | 2022 { 5.56 | 27.50
90,000= 100,000 ,,. 21,109] 15,895 | 16,10 { 22.34 64 | 2798
100,000= 150,000 .. 15.678] 24.691 | 19.01 | 27.18 Bis | 2998
150,000~ a0} .. “.39 40951 | 21.88 | 52.10 | 10.22 | 31.84
%(D.(ll)- 150,000 ., 30, 56,625 | 23.17 | 34 1167 { 313.50
£0,000- 300,000 .. 1739 69,597 | DM 1129 | W
300,000~ 400,000 ., 28,642] 89,506 | 24.64 | 38.0t | 13.37 | 35.17
00,000~ 500,000 . 17,1291 125,029 71| s 15.21 | 38.04
U0000- 750,000 Jo765| 160,333 | 24.44 | 41.37 | 1653 | 4052
T50,000-1,000,000 ., 11.821] 136.413 39 | 416 16.22 | 38.07
,000,000-1,500,000 ... 12,739 344,293 | 2641 | 4367 | 17.26 | 3952
L, $00,000-2, (00, N S,361] 404,693 | 24.18 | 4419 ] 2001 | 45
. 3.000,000-3,000,000 ., 10,265 26.19 | . 18.65 | 4159
3.000,0004, 000, 3, 901,920 | 24.65 | 45.47 | 2052 | 45.43
4.000,000-5,000,000 ... ¢ 2174]0,424,778 | 35.45 | 45. 001 | 44
£.000,000 and ower.... 1106013 735 | 2968 | 45.76 | 1608 | 35.14
Tord....ooo.oe (13690 I806 s36. 0005700, 268 ] §956 | 268 | s0s | 297 | e693
¢ Total income equals taxable income for federal e (afeer payment of state and Jocal taxme)
w p and b wnd minug capital aet baspes.

'A&un:izhnmmmdiuumm&!h ani » al ions,
weighted for _dl-\lmt‘l“&l-tﬁ“ﬁ_m’hﬂnﬂmﬂllﬂ
incoma from whick 51,500 per return. waa deductible. The proportioaal income cvportsd by taxable
PALSARS 10 UNGOERS eRtitely Bomtaxable in the Gret ten classes waa also taken accowst of.

The percentage of tax to total income represents #he ¢ffec-
tive tax rate; that is, the rate which must be applied to total

actual income (as distinguished from taxable income) to
yicld the tax actually charged. The average effective 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 1224% 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 2 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 .
flat exemption lowers the statutory rate significantly. 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 $100,000, 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 20.529%, for the income class between $3,000,-
000 and $4,000,000.

Tax-Exempt Securities

Early in the post-war period, the problem of tax-exempt
securities 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.! 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 group 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

resent, interest on the principal up to $5,000 of the other
ederal 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}4% Liberty Bonds.

The amounts of such totally tax-exempt securities out-
standing since 1912 are shown in Table 51. From $4,341
millions in 1912, the totally 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 73.39; 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 19222 The Federal Farm
mf.ucfﬁ“ Mellon, “Taxation, the People's Business,” MacMillaa Company,

1H. J. Rea. 211 and 232, 67th Congrem, 2nd Session.
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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.

TasLe 51:

WuoLLy Tax-Exempr SecuriTies OUTSTAND-

ING OUTSIDE OF SINKING Funps AT CLoOSE oF
CaLENDAR YEARs 1912 To 1926

(Source: United States Department of the Treasury)

Amount (in Millions)

Year

Tertitories

1 Farm First
Toul Sipard | nd Inlar | Federed B2 | Liberty Bonde

1912 $4,341 $3,342 34 $965
1913 4,834 3,833 34 967
1914 5,009 4,004 35 969
1915 5,333 4,324 38 971
1916 5715 4700 ] 972
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
191 | osm 7110 72 355 2294
1922 10,895 7,717 115 769 2,294
1923 12,006 8,462 118 1,132 2,294
1924 13:439 9,680 119 1,346 2294
1925 14,368 10,540 129 17531 2168
1926 15263 1,171 142 1786 2164

TasLe 52: PartiarLy Exempr FEDERAL SECURITIES AT

Crose or CALENDAR YEARS 1917 To 1926
{Source: Uhnited States Deparcment of the Treasury)

Year Amount (in Millions) Year Amount. {in Millicns)
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 20,894 1926+ 16,659

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 & continuous decline until 1926, when $16,659 millions
remained in the hands of the public.

Tax Exemption and Suriax 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 334% 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 434%; a 5% municipal bond should be
equivalent to a taxable bond yielding 634% 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-exempt securities would gravitate entirely into the
possession of 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 inde-
pendent statistical analyses indicate that these fears were
Ereatly exaggerated, although there is evidence that within

mits this line of reasoning was sound.

Ownership of Tax-Exempt Securities, 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 period 1916 to 1924 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
' Heari ittee on We
and 15 1, T Bt S (L. Ren 105, 207, 251 e 150, v
2 " Investigation of the Bureau of Internal Revenue,” Report Nou 27, part 2,

l!nitdSnmSmu.ﬁ?&%mFmSﬁw.m&
1
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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 securities
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-



Tasie 53: Tax-Exempr InTerest Recervep 1918-1924, sy Income CLasses or 1916
{Sowrce: Report No. 27, Part 2, United States Senate, 69th Congrems, it Semion)

1918 1919 1920 1924
Per Cent Per Cent|Per Cent |Per CentfPer Cent| |Per Ceat|Per Cene
Incoms Claes Iocresse ncreage nercass
Tnterve 1o Interest Tort | Isterest Tort |"Ove Interes To |
Income income ! 1918 Income 1 1919 Income | 1920
$100,000-$200 . $6,791,516 | 2.65 | $12,091,683 | 446 | 7799 | $13,829,725 | 6.74 | 14.37 | 18,692,719 [ 7.26 | 35.16
200,000~ 3(0% carsenas 4:139.253 in 7,073,316 | 635 | 70.88 ,593,699 | 11.04 | 21.49 | 12,241,034 | 11.68 | 42.44
3“),000— 400,000....... 547 | 331 4,420,496 | 6.10 | 86.95 £,141,284 | 11,29 | 16.31 53764181 B84 | 4.57
,000- 500,000, 1 562,939 4.15 2,590,534 | 7.20 | 65.75 3,387,691 | 14.24 | 30.77 4394083 } 14.22 | 29.71
m,ooo-t 000, ,...... g ,129,559 | 4.69 6,547,175 | 7.62 | 58.54 8,061,716 | 11.53 | 23.13 | 12,447,385 | 14.88 | 54.40
1,000,000 and over. ..... ,Ol L297 | 4.78 10,239,784 | 8.67 | 70.34 | 12,336,200 | 16,76 | 20.47 | 16,078,604 | 13.62 | 30.34
Totsl received. ....... .| $25,000,111 | 3.62 | $42,962,988 | 6.18 { 71.84 | $51,350,315 | 10.35 ] 19.52 | $69,230,303 | 10.56 | 34.82
Securities outstanding. . . . o . .- .- 7.29 .. ox 6.37 .- .| 5383
&
TasLe 54: Tax-Exempt SECURITIES, 1924 AND 1925
(Bource: United States Deparement of the Treasury)
{(Amounts in Millions)
Reported by Individuals Outstanding 2t Close of Year ‘
Bocarices 194 1925 o (= Do 104 1925 Pex Ceon focrosne
State, local and territories. ......... . $2,553 $2,450 —4.03 $9,680 310,540 8.88
Farmloaneystem...........o00u0ue ceee 40 472 7.27 1,346 1,531 13.74
United States (and possessions), 737 702 -4.75 2,413 2,297 -—4.81
Total wholly taxexempt............ . $3,730 $1,624 —-2.84 $13,439 $14,368 6.91
Partially tax-exempt.....cooveainraes 1,626 1,410 -13.28 18,418 17,815 —3.27
Grand Totsl. ... . T TP .. $5,356 $5,034 -6.01 $31,857 $32,183 1.02

3 With net income of $5,000 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.

Ouwnership of 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 1214%, or 13149, 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 27.8%, 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 securitics has
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 8.99 in the outstanding 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 3149, Liberty
Bonds was there no decline between 1924 and 1925 in the
proportion of individual 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.!

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

! Unfortunately, a further analysis by income classes can not be made. Apparently

is mare in reporting tax-exempt securities and the interest there-
from chan in other parts of the income tax ule For exampie, the mbo of
interest reported from First Li Loan Bonds to the value of such bonds re-
ed might be expected to be 3 Actually, in 1924, the ratio of interest 1o
By B s i e S e
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10 security ings might mean that some individuals dusposed of their
inga to corporations witer they had received their interest.  1f such

3

=R,
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the case, the tax-exempt interest received by individusls in 1925 should be 33¢
or lem of tiwe holdings of individuals at the end of 1924, Instead, it 3 tha
the ratio was 3.665%.
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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 324% 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

HE schools, colleges, state universities and teacher-
training institutions of the United States under public
control absorb a greater proportion of governmental ex-
nditures than any other single governmental activity.
K/;ore than two billion dollars, or over 259, of all govern-
.mental expenditures, went for the support of educational
institutions during the fiscal year ended in 1925. Two billion
dollars annually 1s 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. Itislikely that the law of
diminishing returns applies to education, as well as to other
Fublic activities. Progress in education must continue, The
uture will, no doubt, see greater expenditures for schools
than in the lrast; but educational progress must be regulated
and controlled by a knowledge of the facts and an under-
standing of the issues involved.

ExrENDITURES FOR PuBLic ScHooLs

In 1850 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 $426 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
peniod, 1910 to 1925, the increase was 356.5%. What factors
were responsible for this stupendous increase?

1 All dates in this chapter represent achool years,
47
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Effect of 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 a2 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 into account 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 1379, when the costs are stated
in dollars of constant value. The apparent increase of
356.5% between 1910 and 1925 is similarly reduced to a
“true” increase of 160.7%. It is significant that, whereas
there was an apparent increase of 71.1% 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 urgently 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,! 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. In1910,it was 157.5 school days. In1925,itwas169.6
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.

oreover, 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 a2 grammar
schoal 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.

1Aged § w0 17 years, inchisive.

1520, ebery stare hadk puch e 9 o oo Do shes yoarn mereoren; there
was & srenly raising, from ane 1o four years, of the sgcs of the children cavered by

these awa. UL S of Education, Bicnial Report, 1922, Vol 1, p. 5.
S Idom,
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However, in 1890 only 1.6%, of the total number of school
children enrolled were attending high school. In 1910, the
proportion was 5.19, and in 1925 it was 15%,. This factor
. alone accounts for 4.7%, of the increase in school costs be-
tween 1890 and 1910, and for 14.29, 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. 1n1910, 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 thisis the ratio of therelative 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 29,

Factors in the Increase of School Costs

Three sets of factors have united in the past to increase ex-
penditures 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 second place, in-
creased enrdllment, the
lengtheningof theschool 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 chea
than the general instruction
offered in the one-teacher
school. Until very recently,
however, this concentration
of school attendanceoccurred
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 lessoffset the
economies from this source.

Finally, there has been a
definite improvement in the
quality of education supplied,
although thiscannot 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, coll
ration, as well .esgt !F;:mp:l.
school training, is required
for all grades of teachers.
Higher salaries must be paid

(Bourcs: Unitad Ststes Bureas of Ednention, * Sextistics of Stane School Systemn™ Series)
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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 country. :

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 2 fleet of motor busses to collect the children
in the morning and 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: EXPENDITURES For ScHooL TRANSPORTATION
{Source: United States Burean of Education Bulletin, 1925, No. 12)

Per Cent Estimated
Number of Expenditares for itore
Year States Reporting | Transporeation ﬂ',ﬂ'a’.'..’?;. fE: pnel?dSum
as $7,961,291 1.6 $10,300,000
a9 14,489,423 1.8 16,500,000
41 21,816,744 20 25,500,000
47 29,628,252 21 30,350,000
.. .. 1n 33,300,0009

1 Estimated on basis that expenditures for transportation were of total current
expenditures in 47 stares reporting.

* Estimated on increase of proportion of current expenditures devoted to trans-
portation in preceding years.

3 Estimated by applying estimated ratio of transportztion expenditures to
current educational apcn;lsm to the total of current school expenditures for the
school year 192425,

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 states! accorded aid to the local

school districts to encourage the transportation of school
children,

Functional Distribution of School 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 for 65.3%, 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% or:ﬂ
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 past few years and in part through a desire to improve
existing 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 22.4%,.

! Connecticut, Delaware, Maine, Maryland, Massachusetts, Michigan, Mianesots,
Mississippi, New Hampshire, New Jersey, New York, Nu::, Carclina, Ohio, Penn-
syivania, Rhode Isiand, South Carclina, Texas, Vermont, Virginia, Washingron,
Weat Virginia, Wisconsin and Wyoming. See Table 64, p. 170 of this volume.



156 COST OF GOVERNMENT IN UNITED STATES

223 2 The steady decrease since 1890 of
8 §“§§' ©|  the proportion of school expenditures
- o .
37 2 devoted to salaries has been offset
by a steady increasein the proportion
R [.|E88| & of “other expenditures.” In 1890,
2] S|gLL| §| this item represented 16% of the
2 4 Z| total. In 1900, it was 19.5%; in
=y zonl| & 1910,24%; in 1920, 26%, and 26.1%
% o|Sx| %y in 1925. This increase is explained
a~ |7|888] S| by the general tendencies of school
g #|  activity during this period. The
B 282| z| lengthening of the school term, noted
8§ |8|s=2| gl above, involves greater expenditures
Za |7[8°| & for fuel and light, for janitors’ wages,
5 2 ——1—1  for repairs and for general main-
K4 |, 1238] §| tenance. Improved school buildings
82 |E|F45| §| necessitate higher maintenance ex-
2% had =1 penditures. Theexpansionof evening
B3z |.|BE5] §| school, summer school, and auxiliary
w43 [5[225| 8| school activities has added to this
g2 1 #  jtem. Pro in vocational and
z 54 | ) gress 1
Q5| |1588] | technical education means more ex-
5d |2|8<] | pensive supplies. Theitem of grow-
g ®~ | #| 1ngcostsof transporting pupils must
& 8 228| | Dbetakenintoconsideration. All these
A% |B|lZ5F| =1 improvements in the quality and the
gy “=2%| &  quantity of education have combined
S 3 sag| gl  to swell this category of school ex-
g3 |8 ;E.:;"'gn’ <]  penditures out of proportion to other
o § “#="1 & elements.
P a =0 ~
I §§_§ Qi Expenditures on City Schools
& [ g In Chapter I it was indicated! that
o TR the proportion of city expenditures
3 £| ::g &: devoted toeducation varies inversel
2 |§| ;88 5] with the sizeof thecities. In 1925,
B 11229 B cities with populations in excess of
21E=2 3E 500,000 utilized 27.7% of their toral
H £% i E‘;: 5| expenditures for school purposes,
Y 1 See p. 21 of this volume.
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while cities with populations between 30,000 and 50,000 spent
37.29%, of their tote.F 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.
Consequently the largest cities have the highest per capita
expenditure for education. The average per capita expendi-
ture for cities over 500,000 was $21.68 in 1925. In cities
between 30,000 and 50,000 it was $17.88.

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 of $33.14 as against
$5.77 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 $34.69, and
C}:arleston, South Carolina, the low per capita expenditure
of $8.41.

The calculation of the school expenditures of cities of vary-
ing sizeon a per pupil basis indicates that the larger cities have
the higher per pupil cost. The average of annual current

ool expenses per pupil in thirty-five citics with populations
exceeding 100,000 was $104.82 in 1926. The average for
sixty cities with populations between 30,000 and 100,000
was $92.85 in the same year; for seventy cities between
10,000 and 30,000 it was $85.35; for eighty-two cides with
;;2‘;1(;?0“3 between' 2,500 and 10,000 the average was

Finally, it should be noted that the functional distribution
of expenditures for city schools bears a definite relation to
the size of the city. This is evidenced in Table 59, which
shows the functional distribution of school expenditures in
cities with populations exceeding 100,000,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

1. S. Burean of Education, Statistical Crcular, No. 4, 1925,
3U. S\ Buresu of Education, Statstical Circular No. 7, March, 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 1s 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.

TarLe 59: FuncrionarL DistrisutioN oF CurreNT Ex-

PENDITURES FOR CiTY ScHoOLS, 1924
(Source: Biennial Survey of Education)

Cities Civies

Ciues between between

Expenditures for over 30,000 10,000

100000 | 3ad 100,000 | snd 30,000

Percent | Percent | Percent
SalmGenu'll u.;ntrnl ........................... 23 6:6;; 6?15)

ies of supervisors and teachers.. . ..._... 69.1 : .

Textbooks and supplies. ................... 33 37 39
Part-time continuation schools . ... ......... 0.8 0.6 03
Night schools and universices. . .. .......... 1.4 09 0.4
Summerschools........................... 0.3 0.2 0.1
Operation of plant and repairs. ... .._.__... 127 14.6 14.9
Auxiliary agencies. . _...................... 28 2.7 25
Fixedcharges.........oo.coooiiaiiua..., 1.4 1.7 1.9
Interest. ... cooveereminnni i, 54 5.7 6.5
Total current expenditures. ... ..., ___. 100.0 100.0 100.0
of gross expenditures.......... 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.

Relative Ability of the States to Support Education

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
(5 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}

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 of thesestatesrankin theupper half. Thesouth-
ern states as a group are considerably below this average;
the index number for the East South Central states is 414,
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 Mississippi. The annuaf total income from 1919
to 1921 per child of school age in the former was $5,673; in
the lateer 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% abdove the country’s average and
Mississippi’s is 68.2%, delow. On the basis of income plus
wealth, California’s ability to support education is 106.7%,
;l:love the country’s average and Mississippi’s ability is 68%,

ow.

Relative Support of Education by States

As shown in Table 61, there has been a rapid increase in the
average annual school expenditures child of school age.
In 1910, the country’s average was $17.04; in 1918 it was

! A mare detailed discussion of these measures of relative ability to edu-
¢ation is found in National Industrial Conference *“The Fiscal in
Delaware,” 1927, pp. 113-115, and Natvonal Education iztron, = The Abih
oftheSmmtoSupputEduutim.“Ranthulkdn,VoLi.Nu.lmd?,l”z



TasLe 60: REeLATIVE ABILITY OF THE STATES TO SuprorT EDUCATION
(Source: National Education Awsociation, “Ability of the Stares to Support Education™)

it | R | fmn M
Aversge Avtrane | Support Edu | Supber Bl | o Abllevite, | Stppors Bdu-
Average Annual ) Average Total Income, | cation Mess ) red by Aver- ﬂ':f::, Meas- .,m."ﬂ A
éutu l#l 7 Alnlmul Ttlngnllg_l_ri;%rlnt, ghI:IdIimA:r Tapul én!;:n‘llnl 1P9'.19-é921ﬂ. :rnd by age Aynn““ ured by n::r
ra o " v
Divisions 1915-1921 " | _Plun e of 1920 " | of School | Wealth, 1922,| _ Annual | Toyiblosame, Averaga Tf;;‘gl';gg;“%
(Thousands) | Wealth, 1922 Age Per Child | Total Income, Plus He of | Toral Income, |  Plus ¥y of

(Thoussnds) of School Age | 19151921, Wealth 1922, 1919-1921, we.m. 1922

"‘chh‘"’l Age School Ag:" p§i ChllldA:I gr ol"
United States.,....| $73,806,095 | $105,108,251 | 27,651,283 $2,669 $3,801 100.0 100.0 .. ‘e
New Engllnd ...... 446, 87,954 1,708,036 3,774 5,204 141.4 136.9 .. e
Maine......00n0e 505,402 706,056 180,434 2,801 3,913 104.9 102.9 20 24
New Hampshire . . 314,169 451,583 99,778 3,149 4,526 118.0 119.1 15 16
Vermont......... 224,540 308,744 84,188 2,667 3,667 99.9 96.5 22 29
Mamsachusetes....| 3,699,001 | 4997984 875109 | 4228 5,711 158.4 150.2 3 4
Rhode Island..... 549,378 741,811 143,011 3,942 5,187 143.9 136.5 5 9
Connecticut.,....] 1,153,131 1,681,776 325,519 3, 1542 5 166 132.7 1359 10 10
Middle Adlntie. oed] 21,025976 | 28,792,296 5,381,156 3,907 5,351 146.4 140.8 e ..
ew or .| 11,230,989 14,934,515 2,361,888 4 755 6,323 178.2 166.4 2 3
New Jerley ...... 1,813,431 3,992,850 767,979 3, 663 5,199 137.2 136.8 7 8
Pennsylvania,.... 6,981,556 9,864,931 2,251,289 3 101 4,282 116.2 1153 16 17
Eaat North Centnl 16,271,400 | 23,153,700| 5,163,643 3,151 4,484 118.1 118.0 ‘e .
hlp hresasaen g 4,245,504 6,094,459 1,331,685 3,188 4,577 119.4 120.4 13 14
ln!ill!ll ...... . 1,772,019 2,655,011 YNy 2,486 3,725 21.1 98.0 24 28
l"!m!_ll. . 5,663,24 7,886,513 1,564,806 kX 619 5,040 135.6 132.6 9 11
Mgchlgap ........ 2,829,970 3,970,456 871,856 3 246 4,554 121.6 119.8 11 15
Wisconsin . 1,760,653 2,547,261 682,524 2,780 3,732 104.2 98,2 21 26
West North Central.| 7,821,377 | 12423264} 3,256,384 | 2402 3,815 90.0 100.4 .. "
Minnesota. . ..... 1,624,161 2,478,952 615,733 2,638 4,026 98.8 105.9 23 21
lo_'l. ............ 1,431,942 2,483,110 597,914 2,395 4,153 89.7 109.3 2 20
Missousi......... 2,050,831 3,048,972 859,277 2,387 3,548 89.4 93.3 29 31
North Dakota. . 325,222 57] 999 198,799 1,636 2.877 61.3 75.7 k7) K]
South leoll. Ve 420,570 7|3 167 177,188 ,374 4,025 83.9 105.9 30 72



Nebraska........] 834902 1,366909] 344436 | 2424 3,969 9.8 104.4
Kansas.......... 1,133749 | 1760,155| 463,037 | 2,49 3,801 91.8 100.0
South Adantic......| 60512581 8,798375] 4,151,858 | 1458 2,119 54.6 55.7
Delsware........ 162,829 225,406 52535 | 3,09 4291 116.1 1129
Maryland. ....... 1106201 | 1,507364] 361,297 | 3,008 4172 114.9 109.8
Virginin..........| 102685 | 135160131 689,398 | 1,489 2199 55.8 579
West Virginis.....| 796571 | 1264363| 433832] 1,836 2914 68.8 76.1
North Carofina...] 961034 1,415345| 838,845 | 1,145 1,687 29 444
SBouth Carolina. .| 546,053 786,537 | 569,916 958 1,380 359 36.3
| 9es017| 1358693 933368 | 1,038 1,456 389 383

s neenra] 480,604 TA654| 22667 1,763 2,658 66.1 9.9
East South Central,.] 3,061,067 | 4360,105| 2770682 | 1,105 1,574 4.4 414
Kentucky........| 926281 | 128450 702391 | 1,319 1,829 494 481
Tenncsset........ gt |- 1292066 707933 | 1,228 1,825 46.0 43.0
Alabama.........| 7639891 1064,194| 769,256 993 1,383 372 36.4
Mississippi. ......| 501,456 719225 591,102 848 1217 31.8 32,0
. West South Central.| 52247731 7210861 3,168,754 | 1,649 2,276 61.8 59.9
8 Arkansas.........| 564,827 824,788 | 563659 | 1,002 1,463 37.5 385
Louisians. .......| 8178691 1150,555| 857,553 | 1,467 2,080 55.0 547
Oklshoms........| 13159061 1515258| 636340 1,754 2381 65.7 62.6
Texss..cunrnennn 22eann | 3nie0| 141202 1,932 2,630 724 69.2
245757 | 3466367 882,756 | 2,544 3,927 95.3 103.3

279737 | T so2,056| 137344 § 2,037 3655 76.3 96.2

299,992 453386 121,560 | 2,468 3730 92.5 98.1

152882 250,506 47068 ] 329 5302 121, 140.0

7390143 | 1,06208¢ 231,833 ] 3,188 4581 119.4 120.5

ol 172880 258063 107990 { 1,601 2390 60.0 62.9
Arizons..........| 267472 368,901 86941 | 3,07 4,588 115.2 120.7
Utah..ovuovnven.| 268,486 42203 134601 1,995 3135 74,7 82.5
Nevads.......... 65,165 119,337 15419 | 4,226 7,740 158.3 203.6
Pacific,,...........| 5657969 | 80153291 1,068014 [ 4,844 6,862 181.5 180.5
Washington. .....| 1,148,818 | 1,661,08] 309,294 | 3,714 5,370 139.2 141.3
Oregon. ».c0...0.| 656,200 998,146 179,601 | 3,654 5,558 1369 146.2
California....... | 3852951 | s3%6125] 679119 | 5,673 7,887 212.6 207.5




TaBLE 61: RELATIVE STATE SuPPoRrT AccorRDED 70 EDpucaTION

(Source: Data from United States Buresu of Education, “Statistics of State School Systems” series. Calculations by National Industrial Conference Board)

Annua! Educational Expenditurea

Todex of Support A:corded 0

Statee and Geographic per Child of Schoo}‘ CAI.f: éz)w 17 Yoans, Educmo:n(lge-n& for the R"ﬁé’éﬁ.‘iﬁfﬁ? dl:lycf‘:‘g’:"“
virions

1910 1918 1922 1925 1910 1918 1922 1928 1910 1918 1922 1925

United States................ reraeanan $17.04 | $27.58 | $55.22 | $65.51 | 100.0 } 100.0 | 100.0 | 100.0 . . .
New Englund. e rrcrrasans Vebdraraaes 2369 | 33.65| S836 [ 739211390 1220 | 1057 | 11281} .. e .o .
Maine. ... ittt ciir e el 17,04 2475 | 45.14 | 5247 11000 89.7| 817 801} 30 33 kL 33
New Hampahire. ., ............. Veaae 1779 | 31.69 | 4841 | 5855|1044 | 1149 | 877 894| 29 27 28 30

- Vermont, ........ irarauas Creniaaaas 2055 | 29.75 | 4885} 5058 | 1206 | 1079 | 88.5| 77.8| 24 29 27 34
assachusetts. .......... . L2268 3634 | 6321 79.76 | 1624 | 131.8 | 114.5 | 121.8 6 20 24 15
Rhode laland, .. ... Ceetrestaaerranan 2063 | 2745 | 4838 59.61 | 1211 99.5| 876 910 23 30 29 29
Connecticut............... farerareaen 21.35 | 3616 | 62.13 | 8539|1253 | 1311|1125 1303 | 20 21 25 11
w Middle Atlandic.................o0000f 2377 3378 63.90 9104 | 1395 | 1225 | 1157 | 1390 | .. o e ..
2 ew York. . ......iiiiiiiiiiiens | 2509 33481 752810890 | 147.2 | 1214 1363 | 1662 | 12 24 15 3
New Jersey......... et Ee et tereraeas 2733 | 4092 7907 | 103.39 | 160.4 | 148.4 | 142.2 | 157.8 8 13 14 5
Pennsylvania. . ........ Crereaesteaiaa 21,14 ) 3171 | 4680 | 68.24 | 124.1 | 1150 84.8 | 1042 2L 26 31 2
East North Central.............c.....ess 21.59 | 35971 7431 | 78.59 | 1267 | 130.4 | 1346 | 1200 | .. ‘e . .
hio Oiuvrnnaans arrsieteatarransaenes 2371 | 4051 | 8420 73.55 [ 139.1 | 1469 | 152.5 | 112.3| 16 16 9 21
ln!illpl. ........ v bt reeeranas 2171 | 38.68 ) 8768 | 8209 [ 127.4] 14021 1588 | 1253 | 19 18 7 14
lll!no_ta ............. Teaveaa Cirreniaas 2415 | 33,131 6408 | 76.26 | 141.7 | 1201 | 1160 | 1164 | t4 25 23 18
u:hlgl!L ettt asaeaaas e traeenaans 1924 | 41671 7921 9693 | 112.9 ]| 151.1 | 143.4 | 1480 | 28 11 i3 8
lsconsim. . ... T T T, veaaess| L1557 25181 5791 | 6547 | 914 913 | 1049 ) 999 31 32 26 24
Wut North Central. ....... asrriasae 19.10 | 3704} 7241 | 7491 | 1121 | 1343 | 131.1 | 1143 | .. - .. .
infiesote., . , ... T 2249 | 3936 | 8292 | 8214 | 1320 142.7 | 150.2 | 1254 | 18 17 10 13

OWR. .\ vniiinninans Cesehbarertenennn 2014 | 5023 | 8233 | 9347 1182 ] 182.1 | 1491 | 1427 | 26 s 11 9
Missouri......ooviiiiiiiiie i, 1345 ] 2543 | 4770 | 5782| 789 | 92.2| 864 | 833 )| 32 31 30 k) |
North Dakots,......ovivneevnnnnnnn. 27,09 | 4443 | 7408 | 61.74 1596 ] 1611 | 1342} 942 9 7 16 27
South Dakota............ Crararaaares 2259 | 3478 8584 | 7722|1326} 1260 | 1555 1179 17 2 8 17
ebraska............... teraiaaraas 20771 4087 87.72| 7426 | 1219 | 1482 | 1589 | 1134 | 22 i4 6 19
Kansag,.............cnnnnes e enas 19541 3451 73471 7805 | 1147 1251 1 1330 1 119.1 | 27 23 17 16




South Adlantie. . .......¢covevvernnnan. 78| 11871 2695 3560 421 430} 488 543 .. .- s ..
Delaware. . ......ocvvvevvvviivivesass 11291 1632 | 4637 6043 662 ] 59.2| 840 922 35 39 32 28
Maryland ... .....covvieemiennans, 1049 | 1647 4013 | 5488 | 61.6]| 597 727 | 83.B| 36 KL 37 32
District of Columbia . ................ 3730l 4272 7109 | 107.60 | 218.9 | 154.9 | 128.7 | 164.2 2 8 21 4
VIGINGZ. ... .vvvursssnnrasvecovenanes 6771 1224 | 3006 | 2884 ] 39.7] 444 | 544 440] 42 40 40 42
West Virginia. . .......oomemncnncnane, 1.57| 1679 4096 | 4959 679| 609 | 72| 757) 34 37 36 35
NorthCarolina..........coovevnnennnn. 4.40 826 2531 | 39201 258 299| 458| 598 | 48 46 42 40
South Carolina. ...........ccnvununns 572 896 1631 ] 2582 | 336 325 95| 3941 45 44 45 43
Georgia............. veebreressaesaes 532 8.12| 1408 | 17.53] 312 | 294 2551 268 46 47 49 48
Flosida, . .coovvnvniviriananennns vered] 936 1734) 01 ] 4911 | 549 629 6L6] T50)| 3I7 35 39 36

East South Central. . ... ............ ...] 581 937] 1829 2182} 341 | 3401 331 333§ .. . - -
Kentucky. . ...covvvvecnresvroscesses 798| 1181 1993 24.12| 463 ]| 428 | 361 368 40 41 H“ 44
Tennesset. .. .....covvvvsrrss’ioiarans 6321 1105 2101 | 2360 | 37.1] 401 380} 360 43 42 43 45
Alabams. ... .....ccveriiniinanns, 4.25 7981 1619 17.48)] 249 289 | 2931} 26.7| 49 48 416 49
Mississippi.........0oc00nn prrirreanas 446 6551 158¢ | 22,80 262| 23.7| 28.7| 348 | 47 49 47 46

West South Central. . ..... vecaseansrsees 900| 1496] 3301 | 3658 | 528 | 542 | 598 558 .. - . ..
Arkansss. .. .. ..coouirirvrracanoinnes 5.99 8387| 1518 | 1780 352 | 322 | 275| 272 | #4 45 48 47
Lovisians. ...........co0veivinnenena 790) 1020 2899 | 3407 | 464 | 370] 525 520 | M 43 41 41
Oklshoms. ......covvuvscisnicrannans 12991 1942 ] 455¢ | 4288 | 762 704 825{ 655| 33 3 H a7
B 12T T IR TT 909| 1703] 3592 | 4206 | 53.3] 6L7] 650§ 642 ] 39 36 38 38

Mountain. . .... Presesereirieraanes .. 4m | 4697 7621 ] 75.83 | 1421 | 1703 { 1380 { 1158 | .. .- . .
Montang.......coconvevnerinnnannnes 31.40 | 88.93| 9203 | 66.50 | 184.3 | 322.4 ] 166.7 | 101.5 5 1 4 23
Idaho. ....covvvvvvavcnaenniaiiannns 2387 | 4251 73.091 6440 | 140.1 | 154.3 1 1324 { 983 | 15 9 19 25
Wyoming....... deesrttararenaon veu.] 2877 51011 98.52 110297 | 151.2 | 185.0 | 1784 | 1572 | 11 4 3 6

lorado. .......... setrensnrenernans 2703 | 4100 | 79.57 § 102.69 | 158.6 { 148.7 | 144.1 | 1568 | 10 12 12 7
New Mexico, .. oovvvviereviiiiniienns 927 .56 4636 4189 | 5441108 840| 639 238 28 33 39
Arizons, ..... P 2040 | 53.01 | 7326 | 73.96 | 119.7 | 1922 1 1327 | 1129 | 25 3 18 20
Utah..... Siesatessrsnesiranerarenans 2508 | 4066 | 7046 | 6280 | 1472 | 1474 | 1276 | 959 | 13 15 22 26
Nevada. ..... srerassrieranetirrerena 35.51 | 46.62 | 10503 | 125.03 | 208.4 | 169.0 | 190.2 | 190.% 3 6 2 2

Pacific. .....o.00vuuen sreriaeas casesnas 34.51 | 48.84 | 109.67 | 126.03 | 202.5 | 177.1 | 198.6 | 1924 | .. - .. ..
Washington, ,.......oovivereneianans 4066 | #1961 9132 | 8475 | 238.6 | 152.1 | 1654 | 1294 1 10 5 12

B...... Ceberessetesasianainanas 2739 | 38.62¢ 72.57| 86.67 | 160.7 | 140.0 | 131.4 | 132.3 7 19 20 10
Cabfornin. . ..ovuvovucersosicsaiais.s 33,72 | 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, with an expenditure 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. Itis
to be noted, however, that both the high and the low groups
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of states spend less on their school system than the relation
of their ability to the country’s average would warrant.

Relative Educational dccomplishment

Relative ability to support education and relative school
support are capable of more or less definite measurement,
since there is & 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 twomethods
for selected years is given in Table 62.

In 1925, of the twelve highest states according to educa-
tional expenditures per schoo!l child, nine are found in the
highest quartile in both the Ayres and the Phillips index.
Olg the twelve lowest states according to relative school ex-

diture, nine are found in the lowest quartile of the A
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.

Sourcks or 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 paralleled the figures for school
expenditures. During the thirty-five year period covered,
however, there have marked changes in the composi-
tion of this revenue, as may be seen from Table 63.

State and Local Borrowings for School Purposes

No complete record was kept of state and local borrowings
for school purposes until the present decade. Prior to 1920,
1 For discussion and comparison of these rwo methods sce Frank M. Phillips,

*Educutional Ranking of States by Two * Bruce Publishing Com; a
N lmmkmg ) 4 Methods, blshing pany.
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TagLE 62: EpvcaTioNAL RANKING OF THE STATES

Educational Ranking of the States

Educational Ranking of the

States and G phic Divisi by the Ayres Index? States by the Phillips Indext
1890 | 1900 | 1910 | 1918 | 19242| 1910 | 1918 { 1922 | 1924
New England
P17 23 26 30 32 31 28 3 28 17
New Hampshire 18 5 27 27 30 30 23 27 33
Vermont. . ..... 22 19 29 33 27 2% 29 29
Massachusetes., i 9 3 8 21 21
Rhode Island. . 4 5 9 4 9 27 31 26
Connecticut.. .. 5 4 1 10 13 19 2] 23 22
Middle Atlantic
New York 3 2 7 12 3 4 12 6 4
7 8 4 4 5 13 9 5
9 14 15 20 18 25 2 4 20
12 11 13 Il 20 6 3 3
24 15 16 16 16 13 1 4 10
14 12 10 22 15 [ 21 17 15
i5 17 18 7 5 5 7
16 23 22 30 17 4 16 12 11
25 20 18 11 14 10 1 1
17 22 29 [ 22 22 4 7 12
32 29 k) | a1 32 31 28 30 32
33 21 25 14 25 23 20 22 F o)
3 25 26 19 21 2 16 14
16 21 21 24 ] 25 10 18
20 23 25 il 18 17 18 13
26 12 33 35 7 37 39 33 28
11 18 32 38 34 35 34 3t
37 41 40 39 41 44 36 38 37
39 34 35 38 35 35 38 37 35
44 48 47 44 45 43 41 41
46 48 48 &7 43 42 48 £5
45 43 43 43 41 45 47 47
28 39 41 7 37 k) “ » »
H 15 39 41 42 40 40 44 3§
42 40 43 48 41 42 43
43 47 45 45 42 48 46 4“4
38 46 £7 4% 47 4% 45 [
41 4“4 45 46 48 46 47 43 48
42 42 38 42 39 1 3 40 40
.. 38 ks 1 M 32 33 32 M
35 37 36 36 38 33 4 135 36
8 9 & 1 9 12 gl 15 30
36 33 19 17 8 17 14 19 23
21 28 “ 23 8 F-3 30 26 17
[ 7 12 13 7 11 7 13 8
47 % 37 8 36 38 k7 36 41
i3 n 17 3 12 9 15 5 25
7 10 8 7 23 10 19 0 19
10 [ 4 15 2 16 26 8 16
Yashin BlB S| B)2]3]a]?
femcssnsasremerartss 1 15
California, , .- occ--cssneerss 2 3 2 2 1 2 2 2 2

1 Dats from Leonand P. Ayres, “An Index Number for State School Systems.”

# Data from Frank M. Phillips,  Educational Ranking of States by Two Methods™

s Data from Frank M. Phillips, “Edocational Rank of che Scates, 1924,” Table 1.

o Jirid., Table 3.



TasLe 63: Scuoor Revenues, 1890 1o 1925

{Source: Unicad Scatss Buresw of Edocation, “ Seatistics of State School Systems” Series)

{In thoussnds)
Classified Ravenue 1990 1895 1960 1905 810 1915 1920 1922 1924 1925
Fedemlaid. .......cc.ccvvvvvennn.. .. . ‘e .. e ‘s $2475] $2,891 $3,986] 34,692
Permanent funds f essesesestsannans $7,745] $7,801] $9,152 $13,194] $14,096] $17,080 26,487 23,767 24,666/ 24,096

State tanes and sppropriations.........| 26345 34638| 37887 44349 64,605 91,104 134279 210708} 237,660 2:2 1is
f",“’"}"m“"“““' severaseneasesse } 97,223 118.915] 149487) 210,168 312,222 456,957{ g‘s’g:g;g 92!‘,:2“34 1’},‘.}3:603 1’}& 50

NN YRR YY)

Other current revenue. . ..........0.0. 11,8 152111 23,2407 34,108| 42,141] 24,511 47,982 100,545 129,020

Total current revenue. .............| $143,195/$176,565/3219,766$301,819|5433,064]8589,652] $970,120|$1,444,242(31,618,438|$1,705,167

P Headserseertaaarro et nsearne .e .. ve ve e . 167,346 277,109 305315] 306,375
Grose revenue. . .......o.vven.s.... .. .. .. .. . .. |1$1,137,466(31,721,351]81,923,753182,011,542

Percentage Distribution

Fedetal 8id.. .. .0vverrnnsnnissnernnd]  on. . .. .. .. .. 3 2 2 3
Permanent fundl v isesessashsasas 8. 4.4 4. 4.4 3.3 29 2.7 1.6 1.5 14
sci:“tc taxes and sppmpmuons. PP 18. 19.6 17.2 14.7 149 15, 183 l;g l;.’; I;;
Local taxes. ... .. oiiiiiii 0 } 619 674  68.0 ‘9“1 721 77-5{ 675 670 654 689
Othercurrent revente. . ..cvevvrvvenas 8.3 8.6 10.6 11.3 9.7 42 4.9 7.0 8.0 54
Total current revenue, ... ....v.viss 100.0] 1000] 1000 1000 100.0] 100.0 100.0 100.0 100.0/ 100.0
Per cent that bonds are of gross revenue. . .o .. . .. .. .. 14.7 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. 1In 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 929%,.

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 29.19, 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 2 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
Erovision. The distribution of state funds by this principle

ad 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 equalization. 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, Jowa and South Dakota—provide for a
state equalization grant. The next most popular basis, par-
ticularg in the western groups of states, is that of enumera-
tion—that is, distribution of state aid according to the num-
ber of school children. However, this method of distributing
state aid is viewed with 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.

1See E. P. Cubberly, "School Funds and their Appoetionment,” New York
R Gl S Ut S Rl BB, e

% Seq Navioaal Industrial Conference Board, “The Fiacul Problem in Delsware,™
1927, p. 129,
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Federal Aid to StatelPublic 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 oflihe 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 pravided that the states wherein
federal mineral lands are located shall receive 209, of the
value of the leases of such land for past production and
3714% 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
budgets 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 (.39 of the current schoal revenue.

Permanent School Funds

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 wiscly and which invested the funds carefully,

now receive a comfortable school revenue from these invest-
ments,
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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 oF PusLic ScHoolL SuppPorT

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 School 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. Twostates only, Vermont and Wisconsin, havespecific
minimum limitations, but thirty.two states have maximum
limitations. Most of these states specify flat maximum rates
for all districts, but a few vary the limitation according to the
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TasLE 65: Finances or Local Scuoor SupporT, 19261

Seatucory district genera) | Perminsible districe sps- .
school levy: cial levieg: Orhier diserice Limitation of
Srate a=—Limieations. =~ | a—High school. school reven- | IR uh:d
b—Increase over limite- Debt sorvice, ues: debs.
tion tate by popular anstruction s—Poll tax.
vote. d~—Kindergarten.
Algbama..... b—3 mills.
Arizona......| &=1% mills. d. 2%
Arkanass.,,. ] )
Californin... .| a3 mills. a—1 mill,
Colorado. ., .| a—2 milla. a—4 mills.
Connecticut..| No limitation,
Delaware. .. .| No limication, n-‘-i-.option- 5%
Floride. ... ..| #=1 mill a3 per Con-| b—5 millsas per Con- 20% as per
stitution. stitution, Constitu.
tion,
Georgina.....} &3 mills, b5 mills. Bonds must
have30yr,
. L ] maturity,
Idaho.......| a—10 mills; b—to15| 5 milla a or b, One-halfo
mills. county li-
censes to
rural dis-
trict. 34
of muni-
cipal fines
o incor
porated
) . diatrict.
Ilincis. . ....| e=~District under | a—10 mills; e—73(
200,000, 20 mllll. mills limitation but
over 200,000, 19.2| vote may raise to
mills; b—30 uulh 10 milly; 0.8 mill
and 29.2 mills re-| for textbooks.
: spectively.
Indiana...... la(;.lt‘lu&v:rm,- lcllh—rifmﬂn 734 | a—81 tor
mi m equipmenty] equip-
734 mills to extend | ment and
term. $.25toex:
tend termn
in incor-
porated
X districta.
Yowa....o.|2—870 o $50 per|a—3100 per pupil
&glﬁ levyia ovu limitation.
Kansas..... a—R mills; | a—Rural, 6 mill lim-
ur% ﬁh. itation; b—cities.
Kentucky.... n—mbdnm. a—$2 on
mills; districe, 15{ whiee
o 1234 mills; cities, males.
. 734 vo 15 mills.
Lovisiana....| a=3 mills; New
Orleans, 7 mills. .

'BuednnbumnaftheCen-n. “Digest of State Laws Relating o Tazatoa

and Revenue, 1922," checked by a survey of recent stare legislath

13
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TasLE 65: Finances of LocaL ScHooL SupporrT,

1926—Continued
Statutory district general | Permissible |district spe-
school levy: cial » 1 levies: Other district Limitation of
Stare a—Limitations | a—High school. school reven- di:zl'}ct school
Increase over limita- | b—Debt service. uea: debe,
tion rate by popular nstruction. a—Poll tax.
votr. d—Kindergarten.
Maine....... No limitation. a—3$3 male
in unor-
ganized
territory.
Maryland
assa- Income
chusetts....| 5 mills. tax.
Michigan. .. .| No limitation. a—Township; b; Cities over
teachers’ home levy. 250,000,
5%; dis-
tricts, 15
o

Minnesota. . .{ a—30 mills but not | b—When debt ex-
aver sper'capxta; ceeds 15% of val-

o citiea, 35 mills, vation; ¢—10 inills. .

Mississippi. . .| No limitation. ¢—To extend term. | a—In cit-
fes.

Missouri..... No limitation. b.

Montana. .. .| a—10 mills; b. Special levies. 3% in-
crease by
popular
vote.

Nebraska. .. .| District: a—8 mills; S voterat-
b~—20mills. Cities: ification,
a—lump sum ac-
cording to size; b.

Nevada...... a—234 mills, b: 234 mills for text-

books.

New .

Hampshire.| 25§ mill town tax,

New Jersey. .| a—734 mills; b. . 5%

New Mexico o b; 5 mill limieation. 6%

New York. . .| No limitation.

North .

Carolina. . .| 2~—3 mills, a—Townships, 1 to3]| a—30c o
mills; cities, 30 mill | 90c for
limication. ll;qwhnah.\p

school

North Dakota| a—14 mills; b—21 | a—10 mills.
mills, by % vote.

Ohio........| a3 mills; b.

Oklahama. .. a;ifh.nulh; b—10] ¢—3 to S mills.

a—Districts under
100,000, 614 mills;
over 100,000, S mills:
b—10 mills. $620,
minimom,

1
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TasLE 65: Finances or LocaL ScHooL SuPPORT,
1926—Continued
§ districe 1 | Permiggible dintrict spe-
school lovy: cial achool levies: Limitation of
Beate s—Limitations. a—High school. digtrict school
be-Incronse aver limita- | b—Debe service, debt.
tion rate by populnt | e—Construction.
wvote. d—Kindergarten.
Pennsylvania | a—1st class, 8 mills; | Two and one-half to
2d class 30 mills; | 3 mills for bringing | $5
3d and 4th classes, } teachers’ salaries up
25 mills, to minimum stan-
dard in 2d, 3d, and
4¢h class districts.
Rhogie Joland | 3 mills Education law fines.
Sou
Curolina. . .} a—15 mills. a—2 mills; b. 4% 1o 8%
according
to size of
district.
South
Dakota. ...| a=Land assessed un- 5%
R
mills; over
10 mill; b—28
mills,
Tenncasee, ... )
Texas,...... S mills, | b5 mills. 1%
Utah. .. ... No limieation.
Virginia, . ... 5 to 10 mills. 17%
Vermont..... Noit]hl.eu than 7%
mi
Washington. .| 10 mills; b—20 mills.| b
West Virginia | a~53¢ mills; b c—2 mill limitation 2%
g but edditional 2
. milly may be vated.
Wiscomin, ...| Minimom~3}§ of
state  apportion-
ment; a—20 mills.
Wyoming....] a—3i{ milla; b—8}] a—5 mill limitation;
mills, ¢—10 mill limica-
tion.

population of the districts or distinguish between rural dis-
tricts and incorporated places. These maximum limitations
vary from a rate of one mill in Florida to a thirty mill rate in
Minnesota; in a few cases lump-sum maxima or amounts

student are set instead of maximum rates. Of the thi

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 Revenue 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

1 The sixteen states in which the counties raise no part of the school revenue are
Arkansas, Connecticu DellwuehN_ew Hampshire, New York, Rhode lsland,
Pennsylvania, Utah, Vermon sine, Massachosetts, Michigan, Minnesots,
Nebraska and West Virginia. these sixteen, six—Connecticut, M'unc. Massa-
chusetts, New Hampshire, Rhode Island and Yermont—are New England staves
where oounties, as governmental subdivisions, exist in only the most rudi-
mentary form. . .

* Jowa, Minnesota, Nebraska, New Mexico, Texas and Utah,
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TasLE 66: Finances or County Scuoorn SupporT, 19261

, . Other Revanues:
Genarsl County School | Special County Educational | “a—Polls
Srate Lavy s—Special High School Lewy | S—Finep ete.
Alabama..... By Congtitution, 1 mill.
Arizona....., Basis of schoal revenue. a
Arkaness..... ) . 4
California. . . .| $30 per elementary s—3¢ mill for kinder-
pil; $60 per high sck gartens.
pupil, but 5 mill lim.
itation,
Colorado. ....| For teachers’ salaries
. only: 5 mill limitation.
Connecticut
Inwars
gl;rid,n. avren sﬁlo ll'nilll. 'R
Resnvena Ay IEVY.
Tdahowes.es 't TE One-half of Iin
. censes.
Nincis..... b; c.
Indiana
Iowa. XIIXIE) 1-3 !'l'lml,' -ddidm.l'
2 mill levy by popular
vOto, ]
Kansas.,.... =¥ toil;l:llllh_lmut
. ing to ation
Anumr;alne.
Kentucky. ., ..| 2}¢ to S mills.
Louisiana. .. [
Maine
Maryland. .. .| Basis of achool system,
m;;gchnuttm
ichigen
Minnesota.,,.| 1 mill.?
Mississippi. . . | Outside of schoal| 3 mills agricultural school] a; ¢; dog tax.
districts additional gen-| .
eral levy e extend
school time beyond
canstitutional 4 mo. .
Misscuri, . . ..| 63£-10 mills. Building, 4 mill sinking | b; ¢; escheats.
fund _n:::;.nmutlem
Moatana.....| 6 mills. b; & ¥ in
heritance tax;
unused road
Nebraska.....| 35 mill limitation? 10 mills ﬁ'r ncw con-
Nevada. .....| 5 mill imitation. Interest and sinking
New
New Taere. | My e
ew Jersey.. .| May levy.
ew Mexico. .| 18 mil.h'ﬁmintion.‘
1 Based on BumnnhheCm"D:eu‘ of State Laws Relating to Taxation and
Revenue, 1922,* checked by & survey mtmhﬂlﬁnu:‘

*Not
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TaBLE 66: Finances oF County ScHoOL SUPPORT,
1926—Continued

. s Other Revenues:
Suate General County School Special Coun:){ef.ducamnl a—Folla.
Lewr a—Speciat High School Levy | & ind saies

New York

North

Carolina....| Up to 334 mills to meet
deficiencies.

North Dakots | 1 mill.

Ouanrunens 15 mill county, plus b; fecs.
district, limitation.

Qklahoma 2 mills. b; escheats;
estrays; mar-
riage license
fees.

Oregon.......| $20 per child 4 to 20| a. One-quarter of
years of age. Forest Funds

reserves,

Pennsylvania

Rhede Island

South Carolina| 3 mills. . a—$1.

South Daketa.| Unorganized counties— | a—3¢ to 3 mills.

10 mill limitation.

Tennessee. ...| $5 per school child. a

Texas........ 734 mill limitadon.?

Utah........ 7 to 12 mill limitation,*
according to ratio of
assessed  values per
school child.

Vermont .

Virginia...... 1 to 4 mills; may be in- b—compulsory
crezsed by popular vote school law
to 7 mills. fines.

Washington . .| 5 mill limitation.

Weat Virgini

Wisconsin. . . .| May levy.

Wyoming. . . .} 3 mill imitation. a—82; b.

t Not collected.

contribution toward school support. There is an evident
tendency to discard the county 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 Revenue 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.! As has been indicated, the revenue from permanent
educational funds is small, and the sources from which the
Erincipal (and consequently the interest) of these funds can

e increased are for the most part few and unimportant.

The Fropcrty 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 purposes, 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 regular three-and-one-half-mill tax. Ten
states® levy special mill taxes of the third type, for specified

UThe eight states receiving no revenue from permanent educational funds are

Georgia, Indiana, lows, Kansas, Kentucky, Louisiana, Maryland and Missouri.

1 Set Newcamer, op, oit, p 56,

8 Fletchar H. Swift, “State Policies in Public Schoal Finance,” U. S. Bureau of
Educetion, Bulletin No. 6, 1922, pp. 34-35,

4 Alabama, Arkansas, Delaware, Florida, Hlinois, Indi Kenrucky, Louisiana,
MmM-TMMiqumﬁ.ﬂmm ew Mexico, Oklaboma.
Teanneswes, Texns, Vermont, Virginia and Wisconsin,

S Arizons, New Jeraey, Texas, Uah and Washungron.

$An Arkansas, 1 Indi sk
Uﬂm : Colorado, Idsho, ana, Louvisiana, Minnesota, Oklahoma,



TasLg 67: Finances oF STATE ScHooL Support, 1926

Special Tax Earmarked
. w Educational Pur-
posss:
—State R L - .- .
e o | Epecifiod Mill | Unepecitied Mill e Tex bDog | Repiative Appropeintion | (eher Revenue
Stats Permanent | Tax for General Tax for General Mill Taxes for Special e—WboIem'Pmof T l-—A ropriation for Gen- | b—~Fines, Forfei-
Funds and | School Purpores Echool Purposs Educational Purposea come Tax Echnnl Purposes tures
d=—Whole or Part of In- b—Appmpmnun for State| e—Land Sales
Lands heritance Tax Univeruty d—Estraya
e—Whole or Part of
rporation Tax
f=Teacher'sLicenscFee
Alabama......| a. 3 mills, al- a—Certain license {-a—Alternative to 3 | a.
ternative to taxes. mill tax.
legislative
Appropria-
tion,
Arizona.......| s Equa) to $25 per | { mill for State Um- a 1—3221 500, 1923 a.
= schoal duld. versity.  $2500 for 0596 to each
8 instruction of blind. county. b—4§275,-
Arkansay..... .| % 3 mills. .2 milt for vocational | f, 8;  b—ciga-
. education,’ rette sale vio-
fation.
California.....| s . 8. a—By Constitution, | Interest on
e not less than 836 . bonds on de-
per school child. cedents’ es-
¥ tates.,
Colorado......Jn - 1 mill teachers’ re-|f. a; b.
. tirement fund.
Connecticut. . .| a. 2—3$2.25 per school
child plus equaliza-
. tion appropriation.
Delaware.....| s 23£ mills. c¢; e—Filing fee. 382 500 for achool
in,l interest, etc.
Florida.......[ s 1 mill, b.




Lt

Maine. .......

Maryland.....

Michigan.....
Minnesots. . ..

Mississippi. ...

Missouri......

1.33 mills,
.7 mill.

25 mills.
23 mille,

3.33 mills.

134 mills,"22;
S9mills,’24.

1 mill.

3/ mill for State Uni-
versity.

Fractional taxes for
VArIOUS purposes.

5¢ mill for State Uni-
versity.

.23 for State Univer-
“t’-

a: b—Show license
fee; 50% of all
state revenue.

a; e—Certain Ii-

e—Insurance com-

e

a; d

e—One-half savings| a
bank and franchise

b—Certain license
taxes.

e

e—One-half tax on
gn insurance
companies.

a—3$32,500. b—3$25
000,

b—$249,250,

Surplus revenue.

2—3$909,900. $150,-
000 for consolida-
tion (1924-25).

wal to 6%
tot school fu
plos $100,000 equ:l-
1zation appropria-
tion.

a—3$100,000 to Gen-
School Fund
unnl it equals
000,000; other

p& ﬂlﬂm

Legislature ia given
such power; b—$57,-

000.
a—Not less than ¥4
of total revenue.

23 saline fund.
a;b;c; d

a; b; d.

a; b—proceeds

state to-

bacco ware-
houscs

1 Based on Bureau of the Census, “Digest of State Laws Relating to Taxation and Revenue, 1922,” checked by a survey of recent state legislation.
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Special Tax Earmarked
p:e:l Educational Pur-

l—Suu‘Rev- l—.?m:'l‘ux. b—Dog }ﬂli'hl‘li" J\'pfl’op{‘ii!it:s O%erhkevenugz
St g']el::u;:: TSpeciﬁed Mill Unapecified Mill Taxes for Special c—\;”‘hnl: or Part of In~ .—‘K'pr:;?:d:: II'::rl 23“:::-. :—-Fi’:::,“l'-‘otfei-
e funds and | 3 for General [ Tax for General ucational Purposes come Tax eral School Purpozes Tures
“  * b School chool Purposes | School Purpases d—Whole or Parr of In- | b—Apprapristion for State| c—Land Sales
N Lands heritance Tax University d—Eacraya
e—Whole or Part of
Corporation Tax
f~—Teacher’s License Fee|
Montana. ....| & $ mills. c—M: 14 of gas
tax. o e
Nebraska.....|a Equalization  appro-| p,
priation.

Nevada.......|a. d—4. a; b; 2% gross
receipts from
toll roads and

N bridges.

ew
Hampashire. .| a. 3% mills in b—Excess over
unNorgans damage payments;
ized parta e
N of the state, . .
ew Jerscy....| o Sufficient when a;e—Railway taxes.] a—$100,000 to com-
added to appro- pensate withdrawal
riation to equal of railways from
. : 34 mills, local taxation,
ﬁew Mexico...| s 5 milla. & . b—$97,500. azh
ew York.....| a e—l‘l')oru:nh of tax n—SlﬁSSO,OOIO for
! on bank shares, teachers’ salaries,
North Carolina] a. a—$3,295,000 in '20,
heavier since.
North Dakota. | a. b—$989,550, b; e—ferry li-
. censes,
Ohio. ........ a. Unappropriated mon-
ies, plus equalization
appropriation.



Virgini..... ..

Washington.. .

West Virginis. .

Wisconsin. .. ..

Wyoming.....

rBPPE P Pp

B mill.
3.5 mills.

.7 mill

Sufficient with
eF FESOUTCEs (O
maintain school

Levy plusinterest
on nd

must equal §15
school child.

per

Levy plus interest
on school fund

must equsl $20

per child.

b
L
H
)

2 mill high school

levy.

2 mills plus levy for
university and nor-

mal schools.

2c per scre charge
on forest preserves.
Auctioneer license
tax,

a: b.

¥ of revenue.

a; 34 of occupation
tax; 34 of gastax,

License taxes.
a; d; e

a; license taxes,
marriage license,
c—~}o normal rate
on incomea over
; e—3$200,-
000 from corpora-
tion license fees,

$500,000equalization
appropriation; b—
$45,000.

a.
a—$300,000 annually.

a—$41,403.64.
2—$1,500,000 (1926-
27).

a—¥§25 per child.

Unappropriated
taxes; a—to perma-
nent fund; b—

a—$1,000,000; $25,-
004 to high schools.

a; b.

a:b.
a; b.

b.
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purposes, such as support of a state university, vocational
education, teachers’ retirement fund, equalization fund 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.

PusLic Amp 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-settled colonies,
after the immediate material necessities of life were secured,
was to create 2 college or university for the education of a
colonial ministry.

Al Ml kool Wk ko T Kyt
* Kentucky, Lovisiana, Montana and Virginia.
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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, g11"e:w.sz and West Virginia, in which states, for obvious
reasons, the Federal Government has never owned any land.

Federal Aid to Higher Education -

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 federar:rppropriation 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 1
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-

t of extension work by agricultural colleges. Finally, the
mith-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-
ventians.
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TaBLE 68: SysTEms ofF SupPORT oF STATE COLLEGES AND
UniversiTies, 1922-23

{Source: U. S. Bareau of Education, Bulletin 1924, No. 28, pp. 56-7)

States 2nd G phic Nu::'}ga Mill Tax Appropriation ?;:n:ld
Divisions Colleges | General | Special | Biennial | Annual | Special Tax
New England. .. 6 4 2 . v
Maine...... . 1 . . i . . .
New Hampshire. ... 1 . ve 1 .. . e
Vermont....oooveees 1 . .- 1 . . .
Magsachusetts. ...... 1 . . 1 ' .
.lhode Island........ 1 . . 1 . .
Connecticur. . 1 ’ . 1 .- e .
Middle Atlanti 4 . .. 1 3 .. .
New York. 2 . . . 2 . .
New]emy 1 . . . 1 . e
Pennsylvania... ...- 1 .. . 1 . .. ..
Eagt North Central.. 0| 10 6 | 5 . 2 .
j 3 s 1 3 . . .
2 2 . . . v ..
1 1 . . s .
3 2 . 1 .. 2 ..
i 1 . 1 .a s .
11 1 . 9 2 1 ..
1 i . 1 1 .
2 . . 1 1 . .
1 e .. 1 . . .
1 . .. 1 . e .
3 - . 3 o e
I . 1 . . ..
2 2 . . .
i7 . e 13 3 1
1 .. .. 1 s .
l -u -y l - LR
4 . . [ . e .
LI IO I ' i
4 e . 1 2 11 I
z .. . 2 .’ .. .
2 s .- 2 . . e
6 2 .e 3 3 . 2
1 1 .. 1 . . 1s
Tennessee. .oocveease 1 1 . . 1 . .
2 . . 2 .- L
2 . .e 2 f . s
;’ . . { . e 1
1 .. . 1 .. e I
3 P . 3 . . e
2 s .. 2 .. .- .
14 10 3 4 1 .
3 3 e .s . .e .
1 . . 1 e ..
1 1 v .e - .s aw
3 2 2 1 . 1 .
2 . e 2 s .- e
1 1 . .- 1 e .
‘;‘ } we e . e .
i ; .. H 1 .
2 2 - N e 1 .
1 I . . 1 :

1 Far building purposes.
1 Slight revenne from escheats.
r'CIemmAnmImnlCdlqemmaul_., priations for collegiate work and from a
‘Inhmm,wmnmndmﬂmm.
1K rax to Alab Polytechnic Institute.
* Severance X, ’




FISCAL ASPECTS.OF EDUCATION 187

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 states! 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 peried. 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.

Statistics of Federal and State Aid

In 1924, as shown in Table €9, the Federal Government
contributed $13,641,424 to the support of various colleges
and universities throughout the country. States and cites
contributed $92,252,549. The federal aid was destined to
the general support and maintenance of the institutions



TasLe 69: FEDERAL AND STATE SUPPORT OF CoLLEGES AND UNIVERSITIES, 1924
(Source: United States Burcau of Education, Bulletin, 1925, No, 45)

= a E :': n -o..
Bl Begds
- 358|888 295|BEn
Combined Total . Total “tgls.88|2 E _E g.a
Statas and Federal | State Sub- | " po 0 Srate Sub- Toral Current Total ' Current Total 25.}‘. 3—.‘_3 Ea E as g
| R (om SRR (o e sy | kenhe | neery ) hpmar| 10 00l
Dvcos | T (frgeh) Gt |t S | e | Sl [ AT | Al |33 312EE 3us 12
S ER A
HRRR L
. 1ai-g 8| id ol
United Staves,.........| 513,641,424 373,413,956 | 887,065,380 | 518,828,593 {8105,893,973(8154,010,803 $183,233,664)8300,054,582(8388,242,587| 56.5 | 57.8 | 29.0 | 27.3
New England. 712,538 1,518,397] 3,040,935 355458 3,396,390 7,719,6780  9,318,708] 36,136,673) 54,81 55200 319.1 | 364 84 62
Mauins...... 144,061 390,278 534,139 160,000 694,339 9219571 1,081,957] 1,566439F 2,299,583] 58.0 | 642 | 34.1 | 302
New Hampshire 111,261 334,10 445,366 5,000 450,366 861,171 B66,171] 2,369,548 2,569,686| 51.7 | 520 | 18.8 } 175
wa  Vermont.,.,, 123,41 162,230 445,703 . 285,703  1,228,508F 1,930,879 1,270,569 1,991,402] 233 | 148 | 225 | 143
g Museachusetes, 111,234 987,3721 1,098,606 161,797 1,260403] 3,595,606 4,237,403] 22,751,031 34,023,090 30.6 | 297 48 37
Rhode Island. 104,006 115,941 a19,947 . 219,947 378,114 378,174] 1,868 453] 2,637,898l 58.2 | 581 | 11.8 83
icut... 128,501 318,473 456,974 18,658 485,632 794,462 824,12¢4] 6,330,633] 11,293,861} 57.5 | 589 72| 43
Middle Adlantic........] 1,698,154} 7,039,977 872750 971,261 9,698,792] 23,117,353] 27.405,150] 61,477,318] 74,901,860] 378 ] 354 | 142 | 129
Now York.....v..o0] 1092458 4 146,457] 5,243,702 $37.030 5,780,732 10,125,7940 11,919,737 35,607,651] 43.465.826] 51.8 { 485 | 1474 133
Now Jermy. ......... 175474 419,817 605,291 341,608 M6.914]  LUSN 1914073 3.828,646] 5.720,161| 541 | 495 | 158 16.6
Ptlmull'llll T 423435 2.455,103| 2,878,538 91,608 3,971,146 11,872,840] 13,571,340] 22,041,021] 25,715,873 242 | 219 | 13.1 | 116°
!llt th Central.. 1,366,837 | 17,754,707 | 19,121,544| 6,564,542 25,686,086 32,443,012 40,851,822| 59,280,504] 83,093,705| 589 ] 629 | 2.3 | 30.
Ohio. . vininnensvese 183,598 4,063,750 4,347,348| 2,006,715 6,354,063|  8,213,323( 11,083.766] 14,559,068 21,545,587| 529 | 573 | 299 | 298
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Missouri. .oovunranas 7,046 1,659,853 1,956,899 406,697 2,363,596 2,863,338} 3,346,357 7,250.014 9213829 683 | 706 | 270 } 25.7
North Dakota........ 1552691 1,479,2571 1,634,526 70,041 L704,5671 2,095,859 2,1659001 2,196,5391 23265800 78.0 | 78.7 | 74.1 § 733
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M5 TT1 15,000 629,766 s62 | 573 | s62 | 573
am20| 122534 1,005,802 6on | 728 | w0 | 728
826,164 17,000 5,192,045 1,686,392 7203 | 70.7 | 490 | 90
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benefited, but 318,828,593 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 a2 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 35.49, 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 83.99, and 78%. The two states with the
lowest proportion of federal and state aid to the total income
of the state universities were Vermont and Pennsylvania,
with proportions respectively of 23.39, 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 rulein 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.
InNew England, only 8.4% of the current revenuesof 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

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 yicld 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 Teneﬁciaries of the higll:ways—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 ditures than this were made only for education
and for xe 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 ago, road and highway expenditures
were an insignificant item in the public budget. In 1904, itis
doubtful if the total of all road and highway expenditures
exceeded $80 millions. Ten years later, in 1914, it amounted

1See p. 1721 of this volume. *Dates in this chapter refer to calendar years,

¥ Indudes city streets and waterways. See p. 287 of thia study.
9
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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 Roap anD Hicaway SYSTEM

For the United States the term “highway” is a twentieth-
century concept. In the nineteenth century, 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 represented a revolution in
transportation, and one of its projections has been to give
vivid significance to the term “highway.” Engincers 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 surrounding 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 Increase of Total Mileage

The road and highway mileage of the United States was
2,151,379 miles in 1904. 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.!

11¢ should be noted that facilities for the collection of data in 1925 were superior

to those in 1914, 1909 and in 1904, and it may be there were roads in existence in
these years which were not re
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TaBLE 70: TotaL axp IMProvep Higeway MILEAGE BY

StaTes AND GEoGrAPHIC Divisions, 1904, 1909,

1914, 1921 anp 1925

(Source: United Scatea Buresu of Public Roads)

Sur-
High= | High- Sur= Sure | fuced
way way faced | faced | Mile-
Grographic Totsl b:;l:. L:I{:- Surfaced h:::- M.;l:- iy
ivisi Highway i er er | Pro
Divisicas Milonge |108%0, |t 0] M 1B e, | dor | marer
Miles | Popu- Miles | Popu= | Total
of Acea | Inuon of Area | lation | Miles
age
1904
United Seates,........[2,151,379| 72.3| 2.6 } 153,530 521 .18 71
New England....... 88,706| 143.1 | 1.5 16,796 | 27.1 1 .28 | 189
Middle Atlantic.....| 188,417]188.4| 1.1 10,460 | 10.5 | .61 5.6
East North Central..| 364,775} 148.7 | 2.1 72919 | 297 | 43 | 200
West North Ceneral.| 589,190] 1154 | 5.4 11,363 221 .10 1.9
South Adantic......| 263,933 98.1| 2.4 9,147 34| .08 3.5
East South Central. .| 194,913]| 108.6 | 2.5 15,640 871 .2 80
West South Ceneral. .f 226,305 3527 | 3.0 2,398 S 1 .03 1.k
Mogntain. veenenneay 1222311 1421 5.8 1,499 21 .07 1.2
Pacific. ...oouvuien 112.909] 35.5] 3.5 13,368 42 1 41 11.8
1909
United States.........[|2,199,645| 740 2.4 | 190,476 64| 21 8.7
New land....... 87,026| 140.4 ] 1.3 19338 1 31.2 | .29 | 2.2
Middle Atlantic.....| 181,508} 181.5 9 19,530 1 195 ] 10 | 108
East North Central., . A 155.21 21 75042 | 06| 41 19.7
West North Fentrll. §86,260| 114.8| 5.0 13,727 271 .12 2.3
South Adanne......] 275450[1024] 2.3 18,400 681 .15 6.7
East South Central..| 1889t5]105.2 | 2.2 19075 | 106 1 .23 | 10.1
West South Central..| 261,703 60929 | ‘6672 | 15| 08 | 26
Mognmn. crraanans) 125962 1471 4.7 2,784 3 | .10 22
Pacific.....ocouunen 111,827} 3521 2.6 15,908 501 37 {142
s . Ioid
- United States. .... van{ 2,445,761 8221 2.5 | 257,292 871 .26 | 105
New llnd._. vanan 86,7181 13991 L3 18038 | 29.1 1 26 | 20.8
Middie Aclantic..... 185,771| 185.8 9 Ji,516 | 315} .05 | 170
East North Central. .| 405,245] 165.0] 2.1 94365 | 384 | 48 | 33
West North Cantrl.l 650,059 12731 54 14,968 291 .12 | 230
South Adantic. ..... 297,192| 1105 | 23 2054 § 1205 25 | 108
Enst South Central. .| 205,19t | 114.3 | 24 27627 1 1541 32 | 135
West South Central. .| 312,182] 726 33 13,815 3210 .15 4.4
Moy.ntl‘lh. vessnaass| 163,117] 1901 5.5 4,881 6] .46 3.0
Pecific. . ...........] 140,286] 4411} 29 19,928 63| 41 142
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TasLe 70: TorarL aNnDp ImprovED Hicuway MILEAGE BY
StaTes aNp GeocrarHIc Divisions, 1904, 1909,
1914, 1921 anp 1925— (Continued)

High- | High- Sur- | Sur fi::d
wa way faced | faced [ Milee
Geographic Taral h:l;e N:;I:- Surfaced B:Igl:- N:lgl:- .a‘:
ivis Highway r ;
Divisicns Miteage m‘ﬁ_e Sq. ”;}m Mileage 1o5,°§q. 100 of "-..2';"2?
Miles | Popu- Miles | Popu-{ Total
of Area| lation of Area| lation | Mile-
age
1921
United States.."....... 2,941,294) 98.9| 2.7 | 387,760 | 13.0 | 36 | 132
New England....... 83,2951 1344 | 1.1 17,725 [ 286 | .23 | 21.3
Middle Atlantic. . ... 186,935 186.9 8 38,946 | 390 | .17 | 208
East North Central..] 412,753{168.1| 1.9 | 124,298 | 50.7 | .56 | 3¢l
West North Central.| 759,820/ 148.8 | 6.0 | 30223 | 59 ) 2¢ | 40
South Atlantiec. ..... 65,5671 1359 | 2.6 61,178 | 22.7 | 44 | 16.7
East South Central. .| 242,745|135.2 | 2.7 41,478 | 231 | 46 | 17.1
West South Central. .| 416,617| 96.9] 1.9 23,986 561 .13 58
Mountain. ......... 306,382 3571 8.7 15,539 1.8 | 44 5.1
Pacifie. ............ 167,180| 52.6| 2.8 34,387 | 108 | .58 | 20.6
1925
United States......... 3,006,081 101.1 | 2.6 | 521,259 | 17.5 | 45 | 17.3
New England. ...... 84346|136.1| 1.0 115 | 35.7 | .28 | 26.2
Middle Adlantic. ..., 192,537]1 19205 8 52,758 1 528 | .22 | 274
East North Central. .| 410,562]|167.2| 1.7 | 151,159 | 61.6 | .63 | 36.8
West North Central.[ 760,675| 14891 5.8 51,516 | 101 | A9 6.8
South Atlange. ..... 374,7561139.3 | 2.5 75,788 ] 28.2 | .50 | 20.2
East South Central. .| 252,076| 140.4 ]| 2.7 54758 | 30.5 1 .59 | 21.7
West South Central,.f 418,675| 974} 3.7 34,310 80| 30 ‘8.2
Mountain. ......... 334,489] 38.9| 8.6 32,827 | 38| .84 9.8
Pacifie. ............ 177,965] 5591 2.7 46028 | 14.5 | 69 | 259

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 in 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 ‘average, 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 countryside 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 with in 1904.

State 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
artcrial highways by the counties and made an appropriation
of $75,000 for 18921 Massachusetts followed suit 1n 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.%

It was not long before it was realized that “the inevitable
consequences of local control of primary roads are piecemeal
construction, inadeTuate and varying construction and main-
tenance standards, lack of coordination and the continuance
of costly gaps in the system, excessive costs because of the
lack of knowledge of recent develoPments 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 Roads, March, 1919,

1U. 8. Deparunent of Agriculvure, * Agriculture Year Book,” 1924, p. 98,

 Highway Finance Committee of the National Tax Association, “Problems of

Hi‘g‘l;v_n’ny Finance,” Precendings of the Nations! Tax dssecistion Conference, 1924,
p -
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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 11.29, were
state routes in 1914; in Maryland the state mileage was
1,178, or 7.2%, of the total.

TaBLE 71: StaTe anp LocaLr Hicuway Miveace, 1921

AND 1925
{Source: United Seatea Bureau of Public Roads)

Per Cene

L Total State Local ﬁm

Geographic Divisiona Eﬂfm %lt::: !niiud'::: 1;;:.

Mileage
ezt
United States.................. 2,941,294 | 198,592 | 2,742,702 6.3
New England. ............... 83,295 10,548 72,747 12.7
Middle Adantic. ....000vnene. 186,935 17,529 169,406 9.4
East North Central. .......... 412,753 27,908 384,845 6.8
West North Central. ......... 759,820 37477 722,3434 4.9
South Adlantic...,........... 365,567 26,470 339,097 7.2
East South Central. .......... 242,745 5,555 237,190 2.3
West South Central........... 416,617 30,866 85,7512 7.4
Mountain. . .....c.ocvvvrvenns 306,382 28,672 277,710 9.4
Pacific........... Cretsevenes 167,180 13,567 153,613 8.1
1925

United States. . ...........c0n0n 3,006,081 | 274,909 | 2,731,172 9.1
New England. .. ............. 84,346 12,290 72,056 14.6
Middle Adantic.............. 192,537 26,201 166,336 13.6
East North Central........... 410,562 36,485 374,077 8.9
West North Central.......... 760,675 47,003 713,672 6.2
South Adantic............... 374,756 34,456 340,300 9.2
22,508 229,575 8.9
39612 | 379,063 9.5
42,058 292,431 126
14,303 163,662 8.0

1 In 1921 Kansas had 128,552 miles of rural roads; no state roads.
1]n 1921 Arkansas had 74,866 miles of local roads; no state roads.

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

1Pyblic Roads, February, 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 29.19%, 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 & 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% t0 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 highway system under state con-
trol—768 miles out of a total of 2,374 miles, or 32.4%,.
Vermont followed closely with a proportion of 30%,. New
Mexicohad a proportion of 19%, New York 17.19% and Mary-
land 15.5%.

Progress in Construction of Surfaced 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 trafhic 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 scrapes 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 Jows had shorter stretches. In the South Atlantic states,
shell roads were very common, while stretches of chert and
slag surfacing were to be found in other states.

By 1909, an even larger prosfnrtion of road and highway
milenge, 98%: was surfaced with sand-clay, gravel or water-
bound macadam. California was temporanly abandoning
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Tasre 72: Hicuway MiLeace By Tyees, 1904, 1909, 1914, 1921 anp 1925

(Source: United States Bureau of Public Roads)

Per Cent
é"e':f:lnt stl::?:dd' g: ! E'S::l‘ Per Cent
Sand-clay,|Gravel l.uy S::f::::il- and | Agphale | trented Portland Pg Cent Per Cent
Toral [Geavel ci Water and Bitami- {304’ Biey. [tnd Biru- Portland | Cement . R ":l"kw Ocher | Other
Geographic Divisians Mileage Water= | _ bound Bitumi- | Dous [ minoug | minous [ Cement | Concrece| Brick 9&::1 Roads }Roadsto
-- Sl | ound, | Mcudem | ooy | Mac | Ghpse | onee| G| Rt | Miesc | il | Mfage | 250,
) Mileage | _Toral hﬂﬁ::l:.m Roads Mileage Total Milcage Surfaced Surfaced
Mileage to Total Mileage Surfaced
Surfa Mileage Surfaced
Surfaced
1904
United States. .... eoeee| 153,520 149,506 | 973 2,587 1.7 3 1 113 1 1,321 9
New England. ........ 16,796 | 16,786 | 99.9 2. ¢ . . . . . ‘e 8 1
Middle Atlantic, ... ... 10,460 | 10,420 9.6 . o . s . . . . 40 4
East North Central. ...| 72,9191 72,761{ 99.8 4 d 3l @ . . 98 Jd 13; 1
West Noreh Central....] 11,3031 10,914 96.6 . . . . . 15 Ny 37¢| 3.3
South Atlantic, ..,.... 9,147 8,540 934 . . . . . . - 607 6.6
East South Central,...| 15640 ] 15,566 | 99.5 .. N . . . . . 74 .5
Weat South Central....] 2,398 2,338 97.5 i e . . . . 6] 25
Mountain, ,...... veene| 1,499 1,499 1 100.0 .. .. . . . . .-
Pacific............... 13,368 | 10,682 79.9 2,541 | 19.0 . . 145 11
1909
United States....... vva| 190,476 | 186,795 98.0 1,253 7 9 1 2 1 289 2 2,128 1.1
New England, ........| 19,338 | 19318 9.9 23 .1 . . v . .. - . ..
Middle Aclantic....... 19,530 | 9,139 980 311 1.6 g 1 - 1 31 2 40 2
East North Central....| 75042 74,730 996 6l Jd . .- .- 2136 3 5] 1@
West North Cenml o] 13,04 95.0 50 4 . 2 b 2 2 610| 44
South Atlantic. ... ..... 18,400 § 17,381 94.4 10 .1 . . . . . 1,009 5.5
East South Central 119,075 | 18,977 99.5 2 1 . . . . . 96 .5
West South Central. .. 6,672 6,442 | 96.6 15 2 . . . . . 215 3.2
Mountain........ J 2,784 2761 | 992 23 B . . . . N, .
Pacific.....ooonvians. 159081 15,007 94.3 758 4.8 . . 143 9
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United States. . .........| 257,292 | 226,115 $7.9 | 14,121 55 500 2,173 49
New Elflnd ......... 18,038 | 14,514 80.5 1,773 98 - 45 42 9.2
Middle Adantic. . .....[ 31,516 | 19,104 60.6 3.8l | 123 149 246 24.2
East North Central ., 94355 91,102 96.5 1,639 1.7 . 708 2
West North Central.. 14968 | 14,773 98.7 111 8 e 36 2
South Adantic. . ... ...] 32154} 28,581 889 1,540 48 306 43 4.1
East South Central. . 27,627 98.4 266 1.0 e 19 5
West South Centul £11,815 12,33l 893 188 1.4 .. n 9.1
Mountain,.,......... 488[ 4,596 | 94.2 53 1.1 11 4.5
Pacific. .............. 19 928 | 13, 911 69.8 4670] 23.4 1,036 1.5

921

United States. . .... or...| 387,760 | 321,274 29,573 7.6 | 6,579 15,611 19
New England.......... 17,725 13,779 2,766 | 15.6 571 353 14
Middle Adantic.......| 38946 ] 15,281 11,061 | 284 1,578 2,340 20.8
East North Central_ . . 124,298 109,683 5910 | a8 | 352 5,633 3
Waest North Central.. 30,223 | 28,737 34 1.2 124 817 g
South Adantic. . ... ... 61178 | 52,446 444 | 70 | 1,035 1,753 1.3
East South Ceneral, .. .| 41476 ] 39,928 2,097 | 5.1 141 209 2
West South Central....| 23,986 | 22,167 711 3.0 379 J14 1.6
Mountair.............| 15539 | 14,778 98 b 127 520 d
Pacific. . ....cocooun.. 387 | 25,475 2,212 64 | 2072 3,672 2.6

w25

United States...........| 521,259 | 412,859 79.2 | 54092 | 104 |10,7561 2.1 |37,748 7.2 2
New England. ........| 22115 | 11608| 525 | 8894 | 402 | 836] 38 752 | 34 1
Middle Atlantic.......| 52,758} 23,450 | 444 | 18, 242 | 346 221 42 74781 142 3
East North Ceneral, ., .| 151,159 | 129,167 85.4 5 772 38 1,046 7 [12,814 8.5 2
West North Central....|] 51,516 | 44,805 87.0 2,904 56 173 3 3314 64 1
South Adlsntic........| 75788 ] 59,665 78.7 8,063 | 10.7 | 2,341 | 3.1 4560 6.0 2
East South Cenerai,...| 567581 45038 896 | 4222 77 | "721| 13 643| 12 2
West South Central....| 343107 28,295 82.5 4018 | 1.7 612] 1.8 1,253 3.6 .
Mountaitt,,...........| 32,827 | 31,218 95.1 118 4 46| 1.0 1075 33 2
Pacific........ sevoia:.) 46,028 35,613 77.4 1,859 4.1 2,470] 54 5, 859 12.7 J3

1Less than .05 %,.
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its oiled roads, and in 1909 there were only 738! 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 miscellaneous 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

1653 miles of oiled dirt roads and 85 miles of bitaminous macadarn.

# Includes 10,500 of bituminous macadam roads, the remainder being oiled dirt
and similar surfacings,
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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, 28.49% of the surfaced road and
highway mileage was of bituminized macadam and another
69%, 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,
49, of Portland cement concrete, and somewhat less than 19,
were of brick, while 2.9%, were of miscellaneous materials,

Between December 31, 1921 and Januvary 1, 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 & whole was 79.29,. The lowest average was in
the Middle Atlantic states where the proportion was 44.4%.
The Mountain states averaged 95.1%,.

Surface treated macadam highways represented 10.49,
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 7.2%. In
the Middle Adantic states 14.5%, of the surfaced highways
were of this type, and in the Padific states 12.7%,.

Surfaced Highways by States, 1925

Table 73 presents the road and highway situation by indi-
vidual states as of December 31, 1925. 1t 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—NMontana, North Dakota,
Oklahoma and Wyoming—the proportion was less than 2%,
In South Dakota, there was but a single mileof concrete road-
way and none of asphalt or even surface-treated macadam.



TaBLE 73: Hicuway
{Sourge: United Stater

Per

Cent

S1ml-

Per | Sand- iy

Cent clay, G:,:ld'

Tatal Rs‘:;g' G:'nvdel' Water-

States Himnsy Mileage | (/22 | Water. | Bgund
Mileage Tm bound | 4am

otal | Mace | Rouds

Mile- adam |, Toral

sge | Mileage | pilo-

zge

Sur-

faced

Alabama. ..... 57,587 13,560 | 22.0%| 13,004 95.9%j}
Arizona....... 20,538 3,191} 14.1 2,675 83.8
Arkansas. ... 66,570 6499| 8.7 | 5617|864
California. . ... 72,606 18,002|22.7 | 11,355{63.1
Coloradg ...... 58,906 8,6001 12,7 8,341197.0
Connecticut. . 11,474 2,609| 19.5 2i1| 8.1
Delaware...... 3,290 7811206 79110.1
Florida 25,773 10,193 {325 6,369 | 62,5
Geotgia. ...... 91,660 18,711 | 19.1 | 17,295|92.4
Idaho......... 30,775 12,1161342 | 11,860|97.9
Lllinois. . ... ... 91,506 15228158 | 9,706|63.7
Indianz....... 69,195 48,126 | 65.8 45),284 94.1
Towa......... 96,247 5986 5.8 5,416]90.5
....... 120,578} 5. 3,194| 2.5 1,675| 524
Kentucky. . ... 60,704 | 11,6 | 17,231]|25.1 | 14,810)85.9
isiana. . . . . 32,803|17.6 | 5184[130 | 5024|969
Maine. ....... 19,306 7.0 4,279 20.6 34731812
Maryland. . ... 12439|1555 | 4,536130.8 | 2,050)|45.2
Massachusetts 17541] 81 | 7:890|41.3 | 2,291/29.0
Michigan.. ... 70,5771 8.7 | 21,515127.8 17,782 | 82.7
Minnesota... . 101,126| 6.4 | 24,385]22.6 | 23,557|96.6
Mississippi 50, 9.8 | 9910[17.7 | 9319|940
issour1...... 102,860| 6.9 | 10,610]| 9.6 6,9331653
Montana. ..... 59,220111.8 1,189} 1.8 1,149 | 96.6
Nebraska. .. .. 81,549| 7.1 2,550 2.9 24411957
Nevada....... 20,174|12.9 1,251 54 1,168|93.4
New Hampshire| 11,721} 15. 15471140 | 1,010]519
New Jersey.. .. 16,432 7.609]42.9 | 4,090(53.7
New 0. .. 39,136 24411 5.1 2,369197.1
New York. .. 67,973 26,304 32.1 9,460 36.0
North 61,716 20,096129.6 | 16,761)83.4
North Dakota 100,324 1,784] 1.7 1,777199.6
Ohio..cvavvnns 74,099 37972447 | 30864813
Oklahoma. ... 128,673 1,686| 1.3 806 | 47.8
.. 45,306 10,755|21.6 | 9443|878
Pennsylvania 81,931 18,845} 20.3 99001 52.5
Rhode Island. 1,606 777|327 161|207
South Carolina 59,683 10,061|156 | 9,677|96.2
South Dakota. 110,988 3007| 26 | 3,006]1000
Tennessee. . ... 60,677 14.057}21.4 | 11,905184.7
Texas,,.o.uxe. 151,007 20,941(12.3 | 16,848 (80.4
Uth. ........ 20,249 31321133 2,796 | 89.3
Vermont. ..... . 10,408 4613]31.0 4,462196.7
Virginia. ....... {54,160 9762|166 | 6,948]71.0
Washington . . 45,750 172711352 { 14,815]85.8
West Virginia 31,579 1628| 4.6 486 | 29.8
Wisconsin, ... 68,700 28.318| 359 | 25,531190.2
Wyoming. . . 43,43) %07| 1.9 94.8

Total, ...... 2,731,172 521,259 | 17.3%,(412,859 | 79.2%)
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1,900 | 72.8 149 §7 471133 2 1% .- .
191 | 24.5 23| 29 481 { 61.6 (] 8 1 1%
1,738 | 171 899 | 8.8 2781 2.7 726 | 7.1 183 1.8
5541 3.0 151 B 710] 38 1 t ‘. .
60 5 83 Vi 43 3 . ve 70 b
208 | 14 75 5 5,009 | 329 222 | 1.5 8 1
7051 1.5 188 4 1,730 | 3.6 218 4 1 1
. . . .- 5371 90 33 5 - .
2863 3.9 11 4 1,003 | 31.4 219 | 69 .o .
2045 [ 119 70 4 1951 1.1 9 .1 102 K
110 ] 21 18 4 14 3 18 3 . .
744 {174 4 Jd 581 13 . .. - ‘e
1,539 | 339 62| L4 881 | 194 4 A . .
4,960 | 61.6 469 | 59 250 | 32 6 J i4 2
1,204 | 56 2791 1.3 2008 | 93 10 1 232 | 14
78 3 99 X 626 | 26 15 1 13 1
091 il 27 3 2331 24 n 2 . .
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é 5 2 <2 N 7 . e . .
5 & | 14 N3 671 26 23 9 - .
31| 26 3 2 471 3.8 . . . .
857 | 44.0 671 34 13 J - .- e ‘e
1,549 1 20.4 1,01{ iJ.;' 7_8’2 102:; 40 5 10% 13
13,035 | 49.5 28] 11 3,173 | 121 28 [ 12 22 1
L6l | 58 974 | 49 Ll lg 5.-‘5 87 4 . .
3021 30 so4] 13 | 1914] 50 | 1,609 | 42 ) -
3091183 751 4.5 464 | 27.5 3|19 . .o
.. e 982 | 9.1 3301 3l . .n . .
3,658 1194 B39 | 4.7 3517|187 868 | 4.6 13 Jd
47| 83.7 147 | 189 9] 63 . . 3 <4
9 3 2] 14 19? l.? . . . .
1,503 | 10.7 4821 34 166 | 1.2 . - 1 1
3,281 | 15.7 171 N §59| 27 2 & - .
1} .} 1] 24 49| 80 « . .- .
1161 25 . . 35 ® ) . . . .
2,283 | 13) 12 2 5391 85 .- . .. .
152 9 /| 17 1,786 | 10.3 67 4 160 9
548 | 07 781 48 365 1 24 151 | 93 . .
6341 2. . . 2,183 | 726 . . . s
8 9 7] 2o 121 13 . .e . .
54,092 | 104% | 10,756 | 21% 37,48 | 7.2% | 4,875 e 99 2%



204 COST OF GOVERNMENT IN UNITED STATES

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 16.19; 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.

Distrisurtion o HicHway 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 constructian 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,
s 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 lictle 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 than one-third of the $17,201,000
spent on highwaysin Arkansas in 1925 went to service on the
road and highway debt.

Expenditures for Highway Debt Service

Of the total of $1,241 millions spent on the country’s
roads and highways in 1925, $176.4 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, 1n Arkansas, debt service
absorbed 33.7%, of the total of road and highway ex-
penditures in 1925, and in New Jersey the redemption of
$20,589,000 of the highway debt in that year accounted for
nearly two-fifths of the state’s total road and highway bill.

;‘ft
Sourcks or Hickway REVENUE
During the twenty-year period of highway finance under
consideration, changes of far-reaching significance have oc-
curred in the sources and distribution of highway revenue.
These changes are reflected in Tables 75 and 76 and Chart 12,

which present the amounts of road and highway revenue
15



TaBLE 74: FuncrioNal DisTrisuTtioN oF Hichway EXPENDITURES, 1925
{Source: United States Bureau of Public Roads)

Per Cant | € ion of | Mai of - . . * Bonds, Notes, etc. | Bonds, Notei. ete.
. Expendia State Road and -~ Road and Administration M“c‘“'““‘“' Payments an Payments on
Total Expendi- tures, Highway Bridges Bridgea and Enginecring Expenses rincipal nterest
States and Expendia tures, County | Expendi-
Gﬁ?:ir:i:::e ) tures i E;‘l?. and Tswn turea -‘T P P P P P P
(Thousands) (Thousanda) ('l'lﬁ::u:dl) I‘.;:;l;:tdi_ (Thousands) c:,:, (Thousands}, c;:t (Thousands)) c:ur‘ (Thousandr) c:;. {Th ds) c::. (Th de) Ce::t
tures
United States......... 81,241,045 | 3623,549 | 517,496 0.2 651,931 | 52.5 | B315,875 | 25.5 | $40,703 | 33 $56,121 4.5 | 396,634 18| 879781

New England..,...... 561,090 37,544 3,546 615 9,582 | 484 5,747 | 422 148 .5 034 33 782 1.3 3
'ﬁain-. Cemairesnnas 10,977 o T ’23,897 645 ni.OﬁB 37.1 ’25.582 508 s 40 2 # 534 4.9 119 1.1 43¢ | 39
M. ... 5,588 4,027 1,561 721 1,838 | 129 3,438 | 6135 87 6 225 4.0 . . ‘e .
4,449 1618 331 81.3 2,548 | 57.3 1,671 | 376 100 2 130 2.9 N . . .
25,608 11,608 14,000 45.3 15817 | 618 T.804 | 30.5 1,021 9 200 .8 537 2.1 229 9
1.876 308 B48 8.1 1,049 | 27.1 1,995 | 518 352 |91 220 5.7 126 32 134 |34
10,592 8,18 2,409 773 4,262 | 40.3 5,257 | 496 348 |13 725 6.8 v . - .
sran 125,413 111,744 529 122,328 | 516 ,559 | 1058 ,658 36 14,744 6.2 328,618 12.1 314,270 | 6.0
84,357 ' 44,343 s 40,014 526 5 46,165 | 54.7 sfg.lﬁli 169 ’g.OSG 7 sll:l.ll?'-l 12.2 4,919 5.8 5,650 | 67
51,611 20,081 31,530 %9 16,989 | 329 6,462 | 12.5 1,810 | 358 1,907 3.7 20,589 | 399 3854 |75
. 101,209 61,009 40,200 6D.3 59,174 | 58.5 27,834 | 278 762 | 3.7 2,563 2.5 3,110 il 4,766 | &7
East North Caneral.,. .| $255.012 $113,037 141,998 “.3 145,265 | 56.9 5437 | 218 S00 |22 725 26| $26759 [ 105 | 815,346 | 60
Ohit. . vvvirninnnnnn 73,616 24,086 4 49,540 n7 : 34075 | 46.3 s2.1.3'19 309 5 744 1.0 8%914 2.6 9,976 13.5 4,188 5.7
Indiana, ... 49,991 35,473 990 21,260 | 42.5 11,549 | 23.1 551 1.1 1,209 24 11,027 2.1 4,395 &
777 80.3 12,532 | o 844 | 131 1,812 41 382 9 740 1.6 3,241 73
5 55.5 6,254 | 68.) 6787 | 121 609 |19 2,166 43 5,016 990 522 63
23,496 149 L1114 | 672.5 8,528 | 373 784 2.5 854 2.7 . .. . .
91,727 47.5 $113,800 1652 337888 1 217 16 | 4.1 ,547 5.5 $2,687 15 53,584 |20
16,389 83 22,689 | 53.1 13,165 | 308 ml'.SW 41 s2.935 69 . s 2,131 50
19,053 42.5 14,270 | 43.0 12425 | 375 1,133 3.7 426N | 119 965 19 . <
9.610 766 32,615 | 191 3,126 76 1986 |48 1,307 32 5125 17 1,065 .6

4,347 30.0 4,881 | 7846 705 | 114 359 |63 234 37 . " - .
g | gl ad b WG BB m g ow
1515 | %238 1B487 | 19 5236 | 144 a7 |37 . - - 19 - -
087 562 394,948 | 519 2,102 | 23.0 686 | 3.7 691 47 13,262 7. 7104 |94
1,184 73.1 3,041 | 63.7 M 461 9.7 ’&IOI 11 3 222 4.6 & 'ill 9.[3) 521 |10.9
3528 mn3 6,177 | 39.7 5,160 | 332 F{\] 1.6 207 13 2480 [ 159 1,286 | 83
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TasLE 75:

(Source: United Statoa Bureau of Public Roady)

Sources oy StaTe AND Locan Hicrway Revenug, 1904, 1914, 1921 anp 1925

(Anounts in Thousands)
R Tatal Current State Highway Revenus Cumrent Local Highway Revenue Bonda
Geographic rrent | Federal Motar Other Motor Other
ivind High- : Prop- i Gawo- . Pro Seat. ; Gaso- f
visions way Aid Total | erty Efgﬂ: line li'f; Total en;- ute Hf,‘.]::l,: line l',l,'f;,' Total | State | Local
R Taxes | Chargea| Tozes | Revenus Taxes | Labor Charges| Taxes [Revenue
1904

United States......... L) B75,966)  $250s B2,635| B2.635] .. . " $73,0811 £53,263 (%19,818 . . H.ﬂﬂl o 23,658

; . L9 L9l .. . . 6,265 , 265 . . . . o e

. L4 1434 f . 12,421] 10,661 I, 754 . . . . . .
E . . ‘e . ‘e . 17,427 13,613 3 Si4y| .. . 2,1861 .. 2,186
. . . o . - . 10,41 i 3,04? . . 651 .. &5
eh Atlangic. .. ... 221 .. 4 M .. . . 7,2 4,429 3,778 ., o . 87 .. 87
Eaut South Central.......| 6639 .. . . ' . . 6,639 2,2251 4,414 . . 83 .. 383
Wose South Central,.....| 6IH] . . . . . " 6,324 3082 3242 .. . 9371 .. 937

Mountain. . ..vereiannns 309 2500 7 57 . . . 2,008 1,471 s . .- . . .

Paciit, siuvieiniinncnne Jq 4390 .. 11 u .. 4379 4,14 238 . .- e .. . .

1914

United States, B0 L s : . . ' 1 2 e . ' 4915 | 517,973 242
New England . .| sssest v 2 g ' O I L] R e K
Maddh Henrie. . . 997 . . e 460 ? ' 8 .- L 10, 468
East North Ce .- 4,410] 44100 ., . .- 34,161] 832,411 983 3465 . 8302¢] 17,874 . 17,874
est North Cmu . . . 1,904 . . “ 30,23 28,014 7361 1,147 . 834 485 . 485
th Atlaatic. . . o 4,290] 4,14 111 - . 15.433] 14,131 728 194 . 380 4,705 . 4,705
East South Cent . 163 145 18 . 8,730 7,736 908 41 . 47 3,862 R 3,862
West Sour v 587 517 1 . . 10,062 9,120 566 1 . 375 4,684 . 4,684
Mountain, ... 140 L0202 993 w .. 7 7,568 . 47 . 185 391 . 393
Pacibic.  iorenses . ¥ y ’ RO I v i v : . P | 10518) 6488 4050

® Fedarsl road construction and maintsnancs in Yellowstons National Park
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TaBLE76: PERCENTAGE DISTRIBUTION OF (E-rm;? AND %OOFAL I;II?dI)-IWAY Revenvg, 1904,1919,1921 ANp 1925
stiona! Induntrial Conference Boa

Current State Highway Revenue Current Local Highway Revenue Bonds
Di ey Prop- | Verrr | Guso- | Bighe Prop- | Suat | Ve | Gaso- | Hke
ic Divigions ern r0] 'ehi LE0= ig p- | Stat- ‘ehi- 200~ i
Geographic . Aid | Total ertg- cle line | way | Total | erty | ute | clo line wa State | Local
Taxes | License| Taxes | Reve- Taxes | Labor |License| Taxes | Reve-
Charges nue Charges nus
) 1904 i

United States., ... 3 35} 38 o " . 96.2 70.1 | 261 . o . .o | 1000
ew England. . 15.2 |15.2 . .o . 84.8 84.8 ., . - - . .
Middle Addantic. . 104 | 104 . o 396 770t | 126 . . .. . ‘s
Eagt North Cann “ “ . . . |1000 7_L| 2L;M| . . o . |100.0
Weat North Central v . e ‘e . . 100.0 708 | 292 . . . ve 100.0
Bouth Atlantic, ., . . 2 2 . Ve . 99.8 6131 | 38.5 .- . o . 100.0
Enst South Central.... .. ceerranercensens] we o . - .- .. [100.0 335 | 665 .- . o . |100.0
West Sauth Central. ..., [ .. .. e .. 100.0 487 | SL» ) |, e . .. |100.0
OUNERINL 444t sarnnranes cesenseansas| 108 25125 . N 86.7 63.7 | 23007 .. . .. v .

Pacific. . ouyiviinniineianas TP B .3 3 J. . . 9.7 94.3 5.4 N ' . . e

1914

United Statea. d ] . [ . . 1 [ t s . [ 327 67.3
New nd. . $1.4 ' + .. o 58.6 ] ] ' . ' 77.1 29
Middle Aclant e 327 L] 1 . - 67.3 " L ’ ‘e L 95.5 4.5
st North Central. , . d .. 114 |114 . . .- 88.6 84.1 25 |12 o 8¢ . 1000

n Waat North Contral. . e 58 | 58 . o e 94.2 85.8 23 |35 . 26 - [1000
5 e T N 218 |21.2 5 . . 782 716 37110 . 1.9 o 1000
Esat South Central, . vvvvvvesniinnannsivnennans] s 18 | 16 2 . o 98.2 870 | 102 5 e 5 . [100.0
Wear South Central. .0 iuuiiscenrvsnnnrasasans| oy 56 | 54 2 . 944 85.6 53 0 - 35 . [1000
ko L LT N I 1 113 | 110 4 .- 86.1 836 | ... 5 v 20 . [1000
L Ceaes 3 [ 1 .. 1 » ] [l . s 61.7 38.3

1921 .
L T T T O T X 258 1 9.8 142 5 1.6 613 533 . 23 0 7.7 259 741
New England. Crarervens 7.1 472 |15.2 8.7 . In | 457 452 o . e 5 40.5 59.5
Middte Adlantic. ... PO PR I ¥ 47.7 |26.8 105 e K 45.5 416 . s . 19 75.8 4.2
Enst North Central. . ..ovovvieinianniierivnnanadf 66 183 | 69 107 . 71 75.1 58.5 - 4.1 . [12.52 | 100 20.0
Weat North Central . 12.3 103 31 150 s L 67.4 59.3 . 2.3 . 58 18.0 820
Bouth Atlantic. ... .0isiinnenn. 160 46 | 54 158 j 10 |24 94 534 . . . 6.0 402 598
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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.

State vs. Local Highway Support

Of the $75,965,995 of current highway revenue raised in
1904, local governments were responsible for $73,080,473, or
96.2%. The contribution of the states to the country’s high-
way program was less than 3.59). 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 179, of the coun-
try’s current road and highway revenue,! and were respon-
sible for 32.79, 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
10.99, of the total. In 1925, the proportions were 37.3%,
52.9% and 9.7%, respectively. In this year, moreover, 49.5%,
of the $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 of Current Revenues to 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 outlays of money were necessary to lay out
such roads or to condition them. Statute labor or the or-
dinary tax revenues sufficed to cover the cost of any new
construction that was undertaken, as well as to maintain
existing roads. Only for the gravellingof main travelled roads
and for the paving of city streets did borrowing become neces-

1 The Pacific states, where a distribution of the road and highway revenue cannot
be made, are not included in this calculation, ’ )
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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 of the 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

ears could only be, and has been accomplished, through a
iberal resort to the public credit. In 1914, 22.9%, of the
%ross road and highway revenue of the year was derived
rom 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.

Principles of Borrowing for Highway Purposes

Certain fundamental principles are important in deter-
mining borrowing for highway construction and maintenance.
It is generally hgd that only original construction should be
financed through loans. During the lifetime of & 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 paved system of
highways suitable for motor traffic was quickly felt as the
automobile was developed into & 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 wasa
“rush job,” and there could be no adapting it to the slu?ish
flow of tax revenues. Several states, like Delaware,! have

li?uﬁihdldmﬂmm‘mﬁuﬂmi Delaware,”
» B
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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.!

Statute 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 ail 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 $75,965,995 of current road and highway revenue
in 1904, $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

4

1 This was the opinion of the Committee on Highway Finzance of the National
Tax Association, Proceedings, 1924, p. 418; see, also, National Industrial Confer-
ence Board, op. cit., pp. 6566,

U. S. Burean of Pablic Roads, Bulletin 32, p. 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 Property 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 l90£,enearly three-fourths of the current road and highway
revenue represented local and state property taxes and state
appropriations 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 his been reversed. The states have de-
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 not nearly
as much as the states. They have discarded statute labor?
and have not developed any other sources of highway reve-
nue. Consequendy, while in 1921 and 1925 property taxes

! New York state still provides for statute labor for the removal of ssow from
rural roads.,
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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 84.19, 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 of 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 leyied 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 slight degree. The resulting im-
provement of social life ig 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 property gain an increased value, and the
amount of the increase is not likely to equal the cost of a
modern permanently constructed highway.!

Motor Vehicle License Charges

The first state to obtain revenue from motor vehicle license
charges was New York. In 1901, these charges totalled
$954.2 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, $3,192,253 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 78° not all of this revenue from
motor vehicle license charges is 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-
Way purposes.

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

10n the Arkansas sitaation, see C. O. Brannen, National Tax A1seciation Bulin
mﬁ&m 136-7, and an article in Agricciare and Fimance, Dec. 1926, by the

*H. R, Trambower, “ Motor.Vehicle Tuxarion,” Revicw of Resirms, Vol. 71, p. 64

Sepodavdome .
’.MMymn.AﬂTlrnh%ou Vehicle Registration License,” Natieonal Tax Jiseciation
* See p. 228 of this volume.
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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 current
road and highway revenue was 1.79,. In 1921, the propor-
tion was 16.59 for all states, and in 1925 it was 25.79,. Itis
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 28.79, and 20.5%, in 1921, and 36.69, and 33.3%,
in 1925; it is lowest in the Mountain states, where it was
6.7% in 1921 and 13.19, 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 entire
revenue from gasoline tawes 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
proportion of their road and highway revenue from motor
vehicle license chargesdepend least upon gasoline taxrevenue.
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 from 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 Earallels 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 have 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 79,
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 11.19%, 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 revenues 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-supporting Investments

Parallel with the shifting of highway support from local
to state finance, and even to federal finance through the
growth of federal 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 notear-
marked to highway purposes. Ten years later, 1.7%, of the
current highway revenue of the North and South Central
states, of the South Atlantic states and of the Mountain states
was derived from these charges. In 1925, the motor vehicle
license charges, earmarked to highway support, and the

! Exclusive of federal oil royslties.
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newly developed gasoline 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 individual states—Connecticut, 1llinois,
Michigan, New Hampshire, Rhode Island and Vermont—
more than half of the current highway revenue was derived
i;liom the motor vehicle license changes and from gasoline taxes
one. :
In 1926, the motor vehicle license charges and the gasoline
taxes yiclded 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
glroperty taxation is & direct creation of the highway system.
ot only have values along the main routes increased
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.

Highway Revenues in Individual States

In general, as has beeri indicated, there are marked regional
differences in the sources and distribution of road and high-
way revenue. In the case of individual states these variations
are even more marked, as indicated in Table 77, 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 37.3%, it is scen
that in Connecticut the proportion was 74.6%, whereas in
Montana it was only 3.2%,. Similarly, whereas federal aid

represented only 3.5%; of the road and highway revenue of
16
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Virginia. .. .. L] 17182109 |476 (108 [219 |13.7 1.2 415 1329 ve 72 14 T .. 11000
Washington L 14,1291 8.6 | 466 .. 1252 1214 .. |448 1383 13 3 49 l,328| .- 1000
West Vafﬂlnu 15,1681 5.6 |41.8 24.4 13 5 49 1516 |502 .. .o 1.4 12,865] B5.5 14.5
Wisconsins. . . . 71 47 1208 .. |19.6 1.2 |745 |71.4 .. .. il $5,0000 .. |[100.0
Wyomu_li ........... 4,717 | 54.00 |32.2 58 110.8 9.5 61 1138 |12.2 1.6 ‘e .- ..
[ tiew paid nited ¥ Tpcludes federal forest fond;
(139";';1').‘::4 oﬂM ;:iy:'l“ an ) %‘lh U $tates Government—Wyoming ' l::-lluden e ‘mmd nde—Georgia (834.,663) an: Orq:,n (8529,941)
¢ Includes $881,494 refunds received on equipment, matenals, etc., lulnfunds

ine cax in I92§—Id-ln Masachusetes, New Jersey and New York, paid federal aid to cowns.
gasoline tax distributsd o counties. ¢ County bonds secured as state obligations.

ud 1
l No: lp:b:lﬁn wacs highway fund antil after July st # [daho’s distributions are for 13 months; fiscal year changed,
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Maine and Massachusetts, for Nevada it was 58.49% and for
Wyoming (including federal roads constructed in Yellowstone
National Park) it was 549,

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 209 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 35.29%, in South Carolina,

Motor VeHnIicLE License Cuarce Laws

The first state to provide for motor vehicle registration was
New York in 1901. 1In 1903, Connecticut, Massachusetts,
Minnesota, Missouri, New Jersey and Pennsylvania made
similar provision. The other states fefl 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 134-ton truck was
$6.43; in 1924 it was $31.15. A 3%4-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 Vehicle 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 natural that yardsticks, by which the
tax might be fairly graduated, were sought.

e Ve Basery Arsoation, ~utoistve Thaspermaion 450 Recroudnr
New York, 1927, p. 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 1506, At the
time, the principles behind this step were not at all clear.
In & 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.

Development of Rate Discrimination

As the motor vehicle license charge increased in importance
as a source of revenue, several marked lines of develogment
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
Virginia, 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—either buses and taxis or trucks for hire, or both.
These taxes were usually higher than those on private cars.
In many 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

1 Martin, be, eie,
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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.

Development of Rate Graduation

As was pointed out, the first motor vehicle license charges
were at flat 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 Idaheo, 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 rimentation
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
carrying capacity, net weight, and gross weight, singly or in
combination.

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 previous 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 dnd mileage as bases for their license
charges is actualli dangerous. By imposing upon the com-
mon carriers the burden 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
iust grievance. A tabular analysis of the motor vehicle
license charge laws in force on January 1, 1927, is presented
in Table 78. The table shows the bases of license charges
and the disposition of motor vehicle license revenue in the
forty-eight states and the District of Columbia.



TasLe 78: Motor VEeHicLE License CHARGES IN ForcE oN January 1, 1927
(Source: Motor Vehicle Conference Committee, “Specinl Taxation for Moter Vehicles,” 1927; checked by reference to atate laws)

Key Key Key
s —Hat rate h—gross seceipts 1—asteam propelled care? 2—to cost of collection
b—horse or i—tires 2—electric vehiclest sod overhen
©—gross (car and load) weight —age 3—trailers b—to atate for road pur-
d—net (unladan) weight ‘—mlmmum fee 4—hearses pozes
?ulty {scating or ton) l—special base for irregular route S—-tractors c—~to countles, ecPm-pcue
—mu m—discrimibation by terminal poines “u-drive-its” not designat
g—\-alue 7--convertible passenger and [d—to countiez for road
light wuck vehicles purposes
States B-—vehicles uped exclusively for je—to localities, purpose
transporting school chil- not designat
dren f—to locahitiea for road
purposes
Bases of License Charges
- Dlteonﬂnn of Motor
Privately Owned Motor Vehicles Common Carrier Motor Vehicles License Chai hicle License
Miscellaneous otor Revenue
Passenger Cans Trucks Passenger Cars Trucks Vehicles
§ Alvbama b=%$11.25 o $30. je—S515 to $1,000, e=537.50 o $90; 1—825. a—,
(Jitney buses raxed by size of 2520, b—B0%, of net collee-
citie grrved). 3 drawing vehicle rate. tions.
10 to 350, according to size [¢ or ¢—20% of net col-
of city served. lections, on collection
5— (Except on farms) $100. basir.
Arizona b—35 to 815, o—§10 o §25. ef— 34 mill per pasenger capac- |ef—2 mills per ton [4—Same as private pasrenger [a—Not to exceed 525,000,
ity mile, capacity mile, cars. b—balance.
Arkaneap b=—12 }¢ pee H.P,,le=317.50 to $400; Same 20 I‘or private passen- 134 timea cha S to $50, by capacity. bh—AH bu: £3,000,000,
c—S5¢ per 100 |i—36 more for trucke r_cars, plus on private trucks. l —$3,000.000, on popu=~
Ibs; over 1 ton capacity. e—E 50 per seat. ation basis.
k=515,
Californis a—83. d—Flat rate 33, plus 35 |h—43{% in lieu of all raxes |h—5% in lieu of il [E—513. a—Not to exceed 20%,
ro 520 by net weight; except municipal privilege taxes except mu- [3—313 for private pnmnf b—50% of balance,
i—33, and double pet and gasoline taxea mc:ral privilege cars, and from 340 ¥ |d—remainder, on  collecs
weight schedule, gasoline net weight for private trucks.|  tion bams.
tanes, 3—Same ax private trucks.
{#—Same as private trucks.
Colaradg, — —3$10 to $50 for 5 cons, [  Same ax for private passen- 3—$10 for 2 ton capacity, and [a—
—;g%'nducm and §iS per addi ger cars, plua per addic on. u.—'sox of net collecs




dmﬁﬁmr, tioos! won. o520 for 9 seat sad #—Sn-c 28 private passenger ticas,
0%, reduction, $1 pex addi .mrﬂ” o d—50% of net colleoe
sfver bchy tions, on collection
—$5. basis.
Comnecticus o in. jo—515105250for 6tone, | Same ns for privaze passen- 1754 per H.P., $15 minimum. jb--All.
‘hFu-uu snd 5100 pes addi 2—75¢ per H.P., $5 mitimum.
-5, tionsl ton; c—ﬁ for’ -nlam,nlb J—Same au privste o1
i—higher rates up to 436 additional cha; :fn” sddi- . either private pas-
. tional seat, w0 o truck rate,
usls IZH. ever is higher.
r- lnu-uu or inter- —Same a3 private trocks.
fm~I¢ per mile u-lvdu! within
state fof iptevstate Toutes.
Delowaw c—52 per ¥ tow. je—51 per ¥ wm. 3—Same zp trucks, for |b—AIL
over §{ ton equi
mble.m when e is
[—No fee.
Florida id — S0 100 l--?i‘ per 100 Ibs, dc—-np to 7 sear capacity, 75¢ {c—75¢ per 100 Ibs, |3—=Same as private 1 a—Coll P s
Ibs. per 13 tons, and $1.50 00 Iby., plus peuen; 31 tons, and (4—§20, then S l'or mainte-
r sdditionsl udumou up o $1.50 per rr addi- 6=-5ame rivate passenger nance of State
th Tw Ibs., plus $15 per weat cars, plus 10. De, lnmem.
i ~double rate for aver 16 seat exn; l—ﬂme nu of in b—70 net en[len-
twon, llldmotu[, IH i~—kighar net weight schedule crease as for pri-
rate. {Solid tire rute on gvar 7 seat car. vate trucks, —25% net collee-
for nirlem cushions ticos wheee collected,
Tiom srich een
©n it
1 40% lase.)
Usorgin e IlJ! I'or 23 [o~-$15 w 51,125, Ssma m for private 2—Same as for gas cars,
oy 1 EI 1 i ) ger cars, plul‘wI L 4—Bame as pnv.::a trucks. 1b—net collections to be
je—over 9 mats, §75. expended in the coun-
ﬁ'.'r. ties on post road
mileage basis,
Fdsho u-ll! fnr i mn. ac—F$12 or $17.50 for 34 |h—5§ h—5 5—%15 to $75 by ton o3 aul:y b—10
.ru mupmly.d % % l;hel' rates for wolid, d-—%% where collected.
mun 100 n!F special high raves for metal
rl—’ w §i ID l'or tires.
j—lO‘}g reduction Jronto S ton npu- [#—Hearses, rame as 134 ton
aftar Ind year; iy, lnd 350 pes addi- private trucks; ambulances,
furthcr redue- rional ton; private pagsenger ear or
tion after Ird |i—bhi ,:l»r rates for over private truck rates, accord-
yoar. ton CApaAcity; spe- ing to type.
cisl high racas for
metsl cites.

3 Steam propellsd and afeceric vehiclas are private passenger cars when not otharwise stated,
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(Sourcet Motor Vehicle Conference Committee, “*Specinl Taxation for Motor Vehicles,” 1927; checked by reference to state lawa)

n—Hat rate

b—horse power

Key

h—groae receipts
j—tires

Key
1—steam propelled cara!
2—electric vehiclest

Key
a=to cost of collection
and overhea

¢—gross {car and Iold) weight j—u, 3~=trailers b—1to stare for road pur-
d—nec (unladen) weight ~=minimum fos 4—hearses poses
¢ —capacity (seating or ton) I—special base for irregular route S—tractors c—2c counties, purpose
f —milesge m—discrimination by terminal points 6~ u-drive-its" not designat:
g—valuo 7—convertible passenger and |d-—to countics for road
Ilght truck vehaclu purposes
States uged ...Iy for [e—to localivies, purpose
transporting  achool chil- not designat
dren f—to localitica for road
purposes
Buses of License Charges
- Disposition of Motar
- Privately Owned Motor Vehicles Common Carrier Motor Vehiclea I.1ceme Chlrﬁ 6 |cle License
Mi otor evenue
§ Passenger Cars Trucks Passenger Cans Trucks Vehu:lu
Ilinois b—358 o 325, c—3512 to §150. Same as fer private passea- Stme w pnvne 2—312. N Ib—AN,
run(ﬁm truck ..&l 3—£6 to $50 by gross weight.
—r ¢—$1 per 100 lbe, |€—Same as private passenger
cars.
Indiana Jbd—55 o 310, Je—36 to 5200, e—3$6 per sear, 1-—Same as for gas cars, a—
m=13y regular rate for invra- |b--‘nhnc¢.
urban cars; 134 regular rate 1—33 o 550 {semi-trailers 310
for interseate routes. to $125) by ton capacity.
4—Same as private passenger
cam,
B 5—$25.
lowa c~—40¢ per 100 ja—§1S vo $300 for 6 rons; Same as for private passan- Same as for pas- |2—Same as for gas cars. 1—6&
ba; i=nhigher rates for solid, ger curs, plus ety r carriers |3--$10 wo 360, by ton capacity; Tegistration
r-l and special high cates [cf—3(¢ per ton mile; for higher ratea for salid a reum:d by countiea
—§ for metal !lru. i=—double ton-miloage rate. metal tires. for expenses and e~
m—3 of regular fee for 4—Same a3 1 ton private truck. imburrement fund;
intraurban  trucka d—balance, on area basis.
over 2 tons,
Kansas Same as for private pasten-

d-—&fcr 1 ton, Ic—-’B to 3100 for § rons,
por wddi-1 and

525 per addi-

ger cars, plus

Same as for pri-
‘wata trucks, plua

1§10 for privare passenger
cars, and pnvace gas tack

a—5 registration to
nd wlry of State,



sions] 100 Ibs. |  ciomal con. fe—540 10 $130; bae e—$40 to $200. rate for trucks. b—75%, of balance, afl
3 for & —55 3 ilern but be
P e e ey o b | Gmrtiod s sote
E drawing vehicle ra ties for roads uponm
as 1 wa private equaliation and as-
sesged valuation
o oder, where cob
lecced.
Kaneuck: b—25¢4 H.P, 520 to $300 for 5 tons, 5- 2§ privaiz passeager Z—Same for —,
4 e —40M ':'ll' 10 .-ulflo pet wdde n& " l-i “u’ I:—-L]mu.
1hs. c—ll lotl Tbe.. LP., 530
rom 55 :’h" pent, p}\;; 10 S:me”?o pm carm,
tw L
-'T'u. sﬁ'ﬁ'. .: e des
50 per seat rn tion o
. prluu 3 rate.
Louisi b—Gitf H.P.; [b per H.P., S—a;muunrh. b—AIL
ans g_us,” .—sz p-euut fﬂ?m erad- 4

- i
1. ’uluswovﬁ Tgmﬁ

f""'li?g";u ¥ ton

uated

ted to J6 per seat over 30

|

FJt:pt fs §
cpacty Craceae” ke

fr—l l‘zm‘“l “8150
[l ton;
555,
Mauine lt—.‘lii H.P, (s—51010 $110 for 4 tones; Double private passeoger {1—Same a» for gas came. a—,
le d) i=)§ sdditional. ate. 2-—Same as for gay cars. |b—$:l:me.
3—15¢ 100 1bs. by grom
l-dou‘h-lnu I‘:: higher rates Eor
[ ]] and metal tires.
k~510, 4—Same as 54 ton truck,
5—Same ap pnuu pulenﬁr
carm, with
metal ure-.

Marylond lo—3 H.P. lb—lu cof—-Yin¢ to W passenger |cef—U¢ to W¢ 2-=Trucks with solid tires, up to [

i %4 por o lﬂwmb!ﬂpu- m?lfdamdl Wum pi‘): n:‘ml depf: Smnluyamy,double -‘:lni b—h)% of pet collecs
ty only. weight of vehi mg upun gross tire gasoline-pro; pri- | rions, .
l-ll:’hzr rate for nn. wate truck rate. f—20% of net collections
than 33§ toms. ||—-Iu;her rares if [3—810 for 1 ton capacity, and ty of Baldmore
II—S-rm an private passenger gross weighe s 520 per additional ton; dou-
casa, more than 7 tona|  ble zate for metal tirey,
[d=—5ame as private passenger

cars,
5—$25.
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(Source: Motor Vehicle Conference Commitees, *“Special Taxation for Motor Vehicles,” 1927; checked by reference to state laws)

n-—Nxt rate

et d Toad) weigh
¢ == gross lrl ox wu; 14
d—net (unladen) weight

@ —capacity {seating or ton)
f—mileage

g—value

Key

h—grom receipta
{—tires

j—age
k—minimum feq

I=special baxe for irregular roure
m—discrimination by terminal points

Key
1—steam propelied carst
2—glectric vehicles!
3—ztrailers
d—hearses
S—tracton
6—" u-drive-its"
7—convertible passenger and

light truck vehicles

Key
a—to coat of collection
and overhead
ib—to wtate for road pure

poses

c—to counties, purposs
not designated

d—to counties for road

urposes
Seates 8—vehicles used exclusively for e—:’}. uculmu mlnn'pl'm
transporting school  chil oot designat
dren f—to localities for road
purposes
Bases aof License Charges
- Disposition of Motor
Privately Owned Motor Vehicles Commaon Carrier Motor Vabicles License Charges on ?hwle License
Miscellaneous Motar Revenue
Passenger Cam 4 Trucks Pamsenger Carz Trucks Vehictes
Magsachusetts  [b—510 o $25.  |c =50¢ per 100 by} e~~f4 or B5 per seat, depending 2—Trucke—25¢ per 100 lba. by [a—
k—320. n seating capacity; gross weight. —‘bulmce.
Ik—lgo 3—3 cruck rate; solid tires,
truck rate; metal tires, dou-
ble truck rate.
$—Same ag private trucke
5—510.
7315,
8—32.
Michigan d—55¢ per 10D |d—63¢ per 100 Ibs. for Jd—$L1.55 per 100 1 by 1—Same as for gaa cars. b All but 36,000,000,
lba. 14 tons, and from 1—S8ame m for fb' Cars. —36.013,&}0. on callec-
B0¢ to $1.25 per addi- 3—50¢ per 100 Ibs. for 34 ton, tion basin.
- tional 100 lha, and Bl per addicional 100
Ibs;. by ner weight.
4—Same as private trucks.
5—IF aperated on highwaye.
Same an trucke.
Mignesoty ~Te % —10%, ~24is % for trucks |2—Pamenger and trucks, same |b—AlL
~depreciation ul- "‘dlptﬁ.‘lﬂm Illo'od H it ® o

lowed fur age;
k=310 co $12.30,

dcpondin.

l-—}ls 1o 5150 dopend-

ing upon capacity.
oet

~dcpreciation allowed for age;
—3250 o $350 depending
upon seating capacity.

transporting
daicy and farm
ucts;  §%
orf service
trucks; 10% for
imn:pnb

as for gas cars.
3—2“.% ol‘ value, and 52 per
ton capacity; depmumn
all age.

[{—Same as private passenger
camn.




tstion for hive [S—Same a3 private trucks.
'—z::::'niu [ 5
lowed for age.
Missiosippi b— 10 H.P., le=310 10 $400; | for private pasean- 1% vimes privatej2—3$15. a—3
ded —4!1!':- Iﬂlf—omrmm ::plu sruck raze, ﬁ:’l(’wﬁo&ynnndm d—lznnm. where col-
Ibe.g ic, }§ sddinonal; ls—F per sest per anch county $25. lected.
~$10. v.v.:‘l' Mwnsemlid 5§ |  served whers grog is 8—310.
addicionst, over 1 )4 wone,
Missouri [6—57 5000837 50 Le—510.50 = $36 fur & 1—$10.50. -
“(Menicipsli-| tone, sad $15 per ad- 1—$7. [b—batance.
ries may levy ditional ton. {Mo- J—g'mcg rite; 3 trock rate
fote W siopslities may levy semi-trailers,
nate foss., fors 0.4 ate [4-—Sarme a8 privatre pamenger
feen.) cars
Mont, h—§7.50 .50.{a=310 oo $200. Same as for private pasern-|  Seme 22 for 1~—$15. —
- 1 wid ® prﬂ:.h&h;":h h:.‘ -l'u"n.: ets l—Private wﬁ / ;'d; or ;—59% of pet collec
w et POVALE  fruc ng tons,
win 174 upon cype of chassis, 4—50% 0w collection
basis.
Nobrask =58 for | 1on, fe=58 o §tS for 3 —532 for i sod 57 3—53 for ¥ ton iaht, |a— license
‘ - [ and $0¢ pes addisioas] | sddivioont seat. ol 8 ol o ] A 'y
. sdditions] ba. fected, and 2% of
' ibs. |4-—Same as for privats trucke. balance to state,
b—30%, of cemainder,
d—balance, where col
focted.
Navads c~308 por 100 [c—30¢ por 100 fbu. . [h—4%. Same as for pas- [2—Pzesenger cary, sams 29 for |a—504 per regintration,
Ibs, »n| carriera Ennu a8 trucks. b—balance.
furﬁ'n. 3—Same as for privace trucks.
[¢=—5ame as for private passen-
geT Cars.
New Hampshi -J5f to ] | s for pri Same us for 3—8Sa i ke, -
™ Hlampshire ¢ |8 Ib::' porle Ibsg.iu “ por g::"ur.:. (L:I'.":'l::t:t .::x: »en, r" ns&l—hz .:s’:l:::eu“::-'mpr Ill—lullnu.
|k~310, |i=20¢ per 100 Ibs, addi- ] may ix i foas.} fotgu. care.
tional; metal tires, |S—Same us privats trucks (farm
Gy per 100 [bs, sddi- tractors; W private truck
l—";’(iﬂullfu matic) rase).
I :IS for Jﬂm
N b H.P. le—~310 ¢ for 1 —~315 to 340 for 30 and 3—5 truck —
o Jarsey 1 o A A 1 Jdl /i P s oo 4—Same a5 trucks, b—balance,
S04 per H.0.iF]  cional J4 tom, |s—sm”-; srucks (farm erac-
mors. tora, 3
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d—net

b—"horse
c—gross

rate

wer
car and load) weight
{unluden) weight

o —capacity (seating or ton)
f—m ilenge
g—valua

j=—age
—minimum fee

Jwecul buse for irregular ronce
m—discrimination by terminal points

Key
Tled carst

]=—steam pro e
clest

2—¢lectric ve
d—trailera

§—tractors
6—""u-drive-its”

light truck vehicles

Key
a—to coat of collection
and overhead
b—to state for road pur=
poses
t—to counties, purpose
noe designat

7—convertible passenger and d--to counties for road

States B—vehicles used exclus:vely for e—m mlltlu. urpose
ErAnMpoOLting not designat
dren. f—to localitica for road
pufposcs
Bases of License Chargea
Dinposition of Motor
Privately Owned Motor Vehicles Common Carrier Motor Vehiclea License Cha G n:le License
Mircellancous Motor Revenue
Passenger Cata Trucks Passenger Cana Trucks Vehicles
New_Msxico d =57 for l ton, |e—815 for 1} tons, and [e—525, 33 per seat; D—SZS and 75¢ per [1—Same xa for gas cars. a—5
and 506 pot pet” addiclona [i— )¢ sdditiomal, 00'lbs; 2—§12 or 525 actording to sext- |b—633% %, must be used
lddmunnl 00 l—}( additjonal, ng capacity. in coumm, on collec-
i3 addluonll. =—Pnvate truck trailers: $5 tion basis,
r 3 toh capacity, and S0¢ d—il)j%. on collection
per addivional 100
trucks for hice: $15, and 754
per 100 Iba. carrying ca
unn T car trail el'l,
515, Plus 755 per 100 Toy.
carrying capacit md
per acat, addi r
solid tires.
4—Same as private passenger
carn.
New York d=—50d per 100 |[¢c—516 for 2 tome, and l—IlS to 367.50 for 30 seats, 2—8§10 b—75
Ibe., up to 1) | =~ 38 par additionul ton. d $2 par addivional seat. 3—$5 to 830 for 14 tons gm- d--25 on_ sollection
tona, and 75 weight, and §5 per addi- | bams; New York
: lddmnn tional ron. City’s share goes to
4—Hearses—same  as trucks;] Geoeral Fund.
I—ll m llo le- ambulances $15.
cordingwo eyl | ma—310, plus municipal fees 7—812 il net weight ie not more
inders. &‘nov- intraurban cara. an 1800 lba,
mobiles
North Caroline  1b—5§12.50 vo 3H40. [o—512.50 o $310, ¥ additional to private car|  Same ae for pas- [L—Same ax for gas cars. Ja—Not to excesd 105,
. | rates.  {Citics_and towns nnﬁ:‘ carriam [1—Passenger cars or trucks, [b—balance.
may churge 550 per car in for same as for ges cate.




B

Giem of ol other charges.) -—§15 per ton capacity.
it o
9 for cxry of incorporated
meerns.
North Dakota 1 H.P Bame ns lfor privans Same aa for private pamen- Same as for pri- [2—52 in lien of H.P., and other |a—5150,000,
—&’:- 100 ell":lr:l nrl.phum trocks, plos fees same asf of private pas- b—’llﬂﬂlland 3‘ of
Ibs., | L wmbluu—mmmudfmwpilﬂulm“d senger cars. .
1 to 360 pes too iesion from feen o R 4—Hearses—same =9 private [d—remainder, on oolleos
H actione oo |  for § tone. IISbﬂimﬂingm ision: $15| passcnger cars; am tion basis.
ﬁ:, 3rd and " caf foe for 3.:? capac- —po fce.
regisrs: —on ar roxtes, ™ Y per .
them Rail Commission ts lem ' twon,
Te=515. thas on routes, fi~osn uu,nhr
outes,
Riilrosd  Com-
mission is
Ohvio =54 5o $10. d— 100 Ibs. up to [¢-—540 to $230. 540 vo $200. 1—Same as for gus cary. —
s %'zm.udl?uw I—Iamenfugnu b—ko%.h-m
o $1.15 per addi- [le—520 w $150. le—3520 to $150. 3 —S5ame 23 for private n'uch. d or e—50%, oun colleo-
cional k00 ibw; but_ minimum fu‘“n tion basis.
k—34. Trailers on
gay 1} duwlng vehicle rare.
h—- ame a8 private passtnger
S—Sm a8 private trocks
(farm cractors exempr).
Ohlahoms 15—512.50{or $500,{a—$15 to $100, Bame ss br private passen- Same as for pri- G—Slm as privats passenger
and §1.50 per |j~-reduction ' ing cary, uo vate or -—45% on collection
lddiuonl to age} r-f" ills pes mile. cars, plus 5—50¢ per H.P., 10% reduo- asis,
gﬂ i-—ll. =2 :ﬂb per mile. tion *{nrly—muumum 20¢ |—15%, on collection
1t z baus.
of § yeurs;
Or ll—ll! wid?. |Tire wddl—lﬁ.ﬂl to] Eams as privana er Slma a8 private [2—Pasmtenger cam or tru -
it l:' carg, nlulm prsmens I’ ¥ more than gas cars, ks |8 Ib—'ls% of net collecs
i=— glur ratag, depend. [ef—3{ mill par ﬂl mile |ef—1 m:l'l per ton [3— I of private truck schedule, tions,
ng upop widih of an improved hwan, mile on improved |[§—Hearses private passenger |[d—259; of net collections
L tiras. \Il--ﬂ' axis) 134 umu private ighways. urnulfnotmonthulm on collection basia.
im=—3{ of wbove (inter- puunnr car rates, plus $4 pri-
urban) rats for intre- sest if not operated vate p:m;u rute if o
urban truck, undu municipsl ated within 5 mile radius,

7—"For hire cary”—Private
lruch nnlﬂdth I.illld
per passenger mile,
gu”mdlpﬁﬂnmdc,lnd
O¢ per inch tire width. No
tire width charge for i
urban routes.

intra=




TasLe 78: MotoR VEHICLE LicENSE CHARGEs IN FORCE oN January 1, 1927—(Continued)
(Source: Motor Vehicle Conference Committes, “Special Taxation for Motor Vehicles,” 1927; checked by reference to atate laws)

Key Key Key
a—flat rate h—gross receipta | —steam propelled carst a~to coat of collection
b~—horss ? i—tires 2—electric vehicleat and overhead
€ —groat !clr and load) weight j=age J—trailern b—to staee for road pur-
d--net (unladen) weight ~minimum fee 4—hearses poses |
s —capacity (scating or ton) I—~special base for irregular route S—tractors c—10 counties, purpose
f —mileage m—discrimination by terminal points 6—""u-drive-its" not designac
g—valua 7—convertible passenger and [d—to counties for road
N light truck vehicles purposes
Suates 8—vchicles used exclusively for [e—to [ocalities, purpose
transporting I chil- not designat
dren, f—to localities for road
purposes
Basea of License Charges
o - Disposition of Motar
! Privately Owned Motot Vehicles Common Carrier Motor Vehiclea License Charges on &ehicle License,
Miscellanecus Motor Revenue
Passenger Cars Tracks Passenger Cars Trucke Vehicles
Pennsylvania h—«)ﬁ par H.P.; |[d—515 to S140; e—320 for 5 sears and either 2—Private vrucks $15 to 3140 [a—
Il—ll [i—$18.75 to 5200, 52 or 55 per additional seat, according to grose weight. |b—net collections.
dopending upon total nume 3—82 o $3 umrdmfl to net
ter of seats, weight; tractor trailers: $§
3 additional (fes not to ex- w0 iZS‘ ing to groes
[i—ceed 8230). weight, |
4—Same as private pasenger
can.
S—Same as trucks; metal tires,
doublz rate. Fll'lil. ‘:i“-
tors, far rate 35;: hauling
tractory, fat rate §50.)
Rhody laland lb—lS: pat H.P, Same sa private pas Double mate of private pas Same ar pasen- {1—~Same as for gas car. a—Not to exceed S149
=258 per | seOger cary. nenger car, rr carriers for [3—Same aa for gas cars, X
. dbag . ire. 3—15¢ per 100 Ibs. gros weight; |b—net collections.
i=—highsr he higher rates for solid and
raten per 100 metal tires.
Ibe, for molid 4—-Hearses—same as private
and meral trucks; ambulances—same
tireg. 28 Private PISSCREEr Cars.
$—Same as pnivate passcoger
tars.




4

Bough Carcling  [d—57 for 1 wom, le—515 w $400; —% mifl per prssenger imile; loof— 3 w 356 per !—ﬁo»ﬂﬂpﬂ!{murry- 1—20%, any remainder
and §3 ”d-i-donblcabvum 7o weight mot w :‘n.w‘, oy ¢ ; to ad councy
("% rone; som tires. construction,
weight expued | weight; 4—5 private trucks b—80% to be ded
—7“ not @ —H.hel’ttm from &—Sl':n:u”ma. - in mu::u :I::s:led-
20,000 5 eo 7 wons grows lected.
s’ * el
'l; 1 $250.
South Dakots - j—8 - h— 8. pases- |35 trucks. —2
=413 w0 835 15 w575 ¥ mc::m e Nofee T [b—50%, of which
' must be spent in
ledmd: countiezs where ool
ed for roads,
Mission, bot bav- d—48%, where collected.
lu mvm -
tract or_having
m mmﬁc rates
br-llﬂ to llw-
SRneEeh {h= H.P. lb-- H.P, Same PEITECE PlMeTEer Z—SIZ.SO fe bS50
4 da st ok fars ;l:f 7w end 52 .,u::s’; tom capac. d—so;zz'“ distributed
P‘pun:dds ol I-S?.SOwSZS by ton capacity. ety o
Same as private passenger
curn
5—515. )
T b—17 H.P.; Ir—l? H.P, fe i 1S fe b—AH but 17
b ot 84, oAl 100 b, for | e ue for privese pussea- 2 Same ms for gas cars. P, for 1158 per
per | !m.aml!ﬁ!m“ le—B34 per sest. 1—Ssme as trucks, but no H.P., [d—17 35¢ per H.P., where
for 1 on sdditions] 300 charge; higher weight rate | collected,
snd ;'ST Sﬂi b ltl'l " gor meultme;
- weight —Same a» trucks.
addicionst [00{ vates. " 5=25 per 100 s for 2 e
» weight
$0 32 per additional 100 ibs.
Unsh |55 10 $12.50. |e—355 o 5100 ef—2 it passenges {ef— l-llOot 515 according o HLP. [a—,
o (k25" w mecal [ e Eu"'.'m'pm’fa roud, snd o n:xru 215, wm':“' ine oo BLE (o collections.
tirse, hi animprov. - ton capacity;
miien o:‘m': higher rate ’l’or loh?ﬂand
metal tires.
4—Either private psvenger or
private puck rate, ag owner
chooses.




TasLE 78: Motor VEHICLE LicENSE CHARGES IN ForcE oN Janvary 1, 1927—(Continued)

[t.] M Vehicle Conference Commitres, “Special Taxation for Motor Vehicles,” 1927; checked by reference to state laws)
Koy Key Key
n—flat rate h-—gro receipts I—steam propelled cars a==to cost of collection
b—horse i=-tires 2—slectric vehicles and overhea

weor
r:nr und load) weighe

c—gros —age J—trailers b=——to atate for road pur-
d=—net (unladen) weight —rminimum fee 4—hearses poses
o ~—capacity (seating or ton) L—=special base for irregular route S—tractors c—to counties, purpose
[ —milcage m=—discrimination by terminal points 6~~" u-drive-its” not designat
s—valus 7—convertible passenger and |[d—rto counties for road
light truck vehicles pur|
, Statea 8—vehicles used exclusively for |e—to localities, purposc
transporting  school chil- | not designat
dren. f—to localities for road
purposcs
Bases of License Charges - .
Disposirion of Moter
Privately Owned Motor Vehicles Common Currier Motor Vehicles License Charges on ﬁhicle License
Miscellaneous Motor Revenue
u Paseenger Cann Trucks Passenger Cann Trucks Vehicles
“ Vermont d—85¢ per 100 jc—604 to 85¢ per 100 [co—51 per 100 Ib. if over 7 seat J=Private paszenger car trail- [b—§250,000 must be ex-
Iba.g bs., depending upon capacity; otherwiss private ery, 35; private truck trails pended in towns on
tk—314. total weight; RLZENGEr CAL TALS; ers $10. . roads.
k—f25. k830, 4—80¢ per 100 lhe. net weight;
minimum $25.
5—90¢ 1o §1 per 100 1ba., necord-
ing to total grose weight.
Virginia d— 704 100 [e—515 ro 5200, def—tat o W r pamenger [ef—4¢ to r {{—Szme as for gas care —
b, pet mile, de in:‘ npgn weight ton mile r:mrl:;- 2—Same s for :u carg, Ib—:nt collections.
h--§12.25. of vehicle ing upon capac- [I—§10 Grst ton capacity, and
{&=—20,000 mites, | ity; R 3 per additional 3 ton.
. i—dlightly higher. railers attached to tractors
; I—Sumek a lpn"lll —p:’:yan truck rtate, .-le-r
i trucks, plus penal upon capac ol
b In—350. mn.:.' pe preity
§—Hearses—3550 For thoee with
peatric routes; others,
rivate truck rate; ambu-
ancea—private  passenger
ear rate.
Washingron d=-$§10 for 3 Id—$10 for  ton, and |b—(Taxis}—same ma private Same wa for pri- I3—Attached to trucks—same la—,




and wither curs, $25. ete. Pamenger car for hire [b—balance after pay-
-'nun-ul“ d&nm?ﬂ1”l: ””:'l- m mnh—-p w l%’: trailere—~$10 lﬂc.lhn ™ ment of expenses and
%Ih- or SO0 pur 100 sddi 100 [ba. cover cost drawing vehicle; SMounts to counties
Tos. o truchs over J§ [e—33 per seat; supervision nl . and ciei
on capaciy, h—up to 19 o0 cover cost of |  reguistion. j—5ame as private passenger [d and f—5| ap-
swpervision sad regulation; car. on mileage
=35 less. is to cities, and on
expenditure basia
o counties.
Wem Visgini 13 for | tom, [e—$18.75 o B112. mile; lof— 564 0 K¢ 3—Private treck trailers—352 50a—,
on Vipms ‘-:ul a0 et ::}{ 0 l":’#"w mmiledepmd-w o mumq}li'f ‘.b—nuu[lum'
additional 75 fat rase. ing upon eap! nal ton
e ity. I'or olid :im; truck l'or
WI—;?mm?inwi- gin—tnilnn.- s, double raee
Al
et—35 addiciomal.” [ carn L
S—mwﬂwhmmlu.
. 7—1-:;-:!1 I ton or less, fine
)]
Wissonsin [d—310 co 525, —§10 to $45 for § 394 times private truck rats. I—I’ w-l tons, M truck |a
(Rt 1 I?- in - sod 3§ pc“dum K pev - " % % I:—‘nlucafm-penul
opETation ever ¥ ton. lm—Iotraurbun cars pay 3 14— Muaiﬂul owned $1.) allozments  to
§ yoarn. times rats of private yuck. mumuw ewnuamdlonhnu,
d—allotments for_stata
S—(Empl on ferme) Truck rosds 1 countiea on
rats. luu road  mileage
bu:'s. and for county
f—allounun for mn-
aid roads, and
mulluon baris, for
Wyeming b=—2%§ to $10, a~=515 o $150, d Same ws for private passen- 1—Sama a3 for gas cars. b—AllL
-5 l;-r west (=515 o $I%W by to B8 CASR 2—~Sama as for gas can.
oves J. eapacity. S-Owrmh){mn,mnuu
ck.
4—Same 2» for private pussen-
ger cars. N
Digtrice of |s—$1. = 36 fat cherge for 1 0 9 -§15, Ti ral fund,
cuf.'-m s ot '—our.Q -;:.‘ o7 UZ—SH fu E ueum un; lur © geos
mutr.uﬂzwad mal
ld»— mc s for private pamen~
ger CArE,
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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.

TasLE 79: DiscriminaTioN IN Motor VEHicLE LICENSE
CHaroEs, 1927

{Nacional Industrial Conference Board)

Similarities in Bases and Rates for Different

Classes of Vehicles States
1. Identical bases and rates for private | Delaware, District of Columbia, Mary.
passenger cars and private trucks. Jand {pneumatic tires only), Minne-

sota (different basis for minimum

fee), Nevada, New Hampshire (pneu-
m_at’ic tires o;lly), and Rhode Island.

2. 1dentical bases for private passen (pneumatic tires only), Michi-
cars and private trucks but lngg: gan and Nebraska,
rates for latter.
-3, Jdentical bases and rates for private | Lauisiana, North Dakota and Tennes~
passenger cars and private trucks with see,
additional charge on latter. .
4, ldentical bases and rates for private | Delaware, Maryland (irregular routes
passenger cars and common carriers. only), Missouri, New Hampshire
(local authorities may make addi-
tional charges) and Wyoming.

§. 1dentical bases for private passenger
cars and common carrief pagsenger
cars, bat higher rates for latter.

6. Identical bases and rates for private
passenger cars and common carrier
passenger cars bue additional charges

on lacter,

Maine, Michigan, Minnesota, North
ddiionnl " charges) and - ot
Island. .

Arkansas, Colorado, Connecticut,

&, is, lowa, Kansas (for
incerurban venl?ilaa only), Kentucky,

}q.o“uitﬂana, Miuinim, Montana,
(regular routes only), Tennessce,
Teln).l and Virginia (irregular routes
only).
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TaBLE 79: DiscriMinatioN IN Motor VEHICLE LICENSE
Cuarces, 1927 (Continued)

{Nationsl Industrial Conference Board)

Similarities in Bases and Rates for Difforant
Classes of Vehicles

States

7. 1dentical bascs and rates for private
trucks and common carrier trucks,

8, Identical bases for private trucks and
common cartier trucks but higher
rates on latrer,

9, Identicai bases and rates for privare
trucks and common carrier trucks
with additional charge on latter,

10. ldentical bases and rates for comman

carrier passenger cars and trucks,

11. Identical bases for common carrier

Alabama, Colorudo, Connecticut, Dela.
ware, District of Columbia, Georgia,
Indiana, Kentucky, Louisiana,
Maine, Maussachusetts, Michigan,
Missouri, Nebraska, New Jersey,
New York, Pennsylvania, Tenn
Texas, Vermont, Wmme‘m

V°“““31' . .

Arkansas, lllinois, Minnesots. (mini.
mum fee on private trucks only),
Mississippi, New Mexico, South
Carolina (pneumatic tires and irreg-
ular E_outu only), un‘;dnl \;Vul: Vir-
ginia (irregular routes only).

Kansas, North Dakota, Oregon, Vir-
&T:}u (irregular routes only)} and

ldaho, lowsa, Montana, Nevada, New
Hampshire, North 'zlamlinn, Okla-
homa, Rhode Island, Virginia (irreg-
ular routes only).

Arizona, California, Maryiand (whea

m::nger cars and trucks, but dife

routes of both are regular) Minne-
t ratea.

sota (minimum fee on passenger car-
riers for hire only), Y‘Iew Mexico,
Ohio, South Carolina (when roures
B s cnper covrers for e oale),
passenger carriers y),
South Dakota {when routes of rucks
are ?uhr), Umh, and West Vir-
inia (when roates of both are regu-
ar; minimum fee for passenger car-
ricrs ire only).
for h ly)

Discrimination between private and common-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 five 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. Nine 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 for 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 flat 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 or RaTE GrRADUATION FOR PrivaTe
PasseNGer Car License Caarces, 1927

m 0 1 T d, ol T B l’
Bases + States
1. Flat rate. California, Districe of Columbia.
2. Horsepower Alabama, Arizona, Georgia, Illinois,
Maryland, Massachusetts, Missourt,
Montana, New Jersey, North
. lina, Chio, Tennessee and Utah;
{minimum fee). Connecticut, Lonisiana and Pennsyl.
vania.
3. Horsepower plus gross weight Kentucky;
gninimum fec)l. ight pl Arkansas and Mississi ippi.
4, er plus gross weight plus
chamompn:rwof tires. P Rhode Island.
5. Horsepower plus net weight. Indiana and Texas,
6. Horsepower plus net weight plus
character of tires
minimum fee)]. ekt of Maine,
7. plus net weight plus
value modified by age of vehicle
(minimum feel. \lg,oﬂh Dakota,
8. Horsepower plus capacity. yom
9. Gross weightp 4 Delawamrg: Nebraska and Nevaday
{minimum ei?he). ifed by p New Hampshire,
10, Gross weight modified age o
vehicle. Idaho.
11, Groas weight plus value
(miuwimpmsh feeg. o Kansas, Michi New Mex-
ew
12. Net - %rqm, South mlina, South
. Dakota, Washington and West Vir.
giniz; .
(minimum fee). .| New York, Vermont and Virginia,
13. Net weight madified by age of vehi- .
e se modified by age of vebicke | |
" (vl;l:unum fee). Y e Colorado, Minnesota and Oklahoma.
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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 graduation 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.

Next to horsepower, net weightis the most popularcriterion.
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—Declaware, Nebraska, Nevada and New
Hampshire—use gross weight as a sole criterion, Idaho, in
addition, mekes 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,

Graduation for Private Trucks

The District of Columbia levies a flat rate charge upon
private trucks as upon private passenger cars. The forty-
cight states employ nine separate critena, either singly or in
combination, to graduate their charges on private trucks.
These nine criteria are horsepower, gross weight, net weight,
capacity, value, age of the v&de, 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.

TasLE 81; SysTeMs oF RATE GRADUATION ForR PRIVATE
' Trucks, 1927

(National Tndustrial Conference Board)
Bases States

1. Flat rate. District of Columbia,
2, Eorscpower. ) cight pl Maryland (pneumatic tires only).
3. Horsepower plus gross weight plus

character of tires. Rhode Island and Texas.
4. Horsepower plus net weight plus

value modified by age of vehicle plus

capacity

(minimum fee). . North Dakata.
5. Horsepower plus capacity Tennessee;

(minimum fee). Louisiana,

6. Gross weight.

{minimum fee). .
7. Gross weight plus character of tires
(minimum feef.
8. Net weight
(minimum fee). .
9. Ner weight plus character of tires.
10. Net weight plus capacity.
1l. Capaciry.

12 Capacity plus character of tires,

{minimum fee). .

13, Capacity plus character of tires and
lower fees for intraurban routes.

14 Cap?lc:ty depending upon gross
weight. .

15. Value modified by age of vehicle
{minimum fee). .

16. Tire width plus character of tires and

lower fees for intraurban routes.

Delaware, Illinois, Nebraska, Nevada,
New Jersey, New York and Wiscon-

sin; .
Massachusetes and Vermont,

New Hampshire.

Michigan;

Ohio, .
California, Florida and Pennsylvania.
Washington.

Alab. y Colorado, Georgia,
Tniams, Kanassy Kentacky, s
sours, Montana, North Carolina,
South Dakota and Virginia.

Arkansas, Connecticut, ldaho (for
over 34 ton capacity trucks}, Maine,
Maryland (solid tres only), Mis-
sissippi, New Mexico, South Caro-

%ihl,u, f]nh, West Virginia and

Oklahoma.

Iowa. )

Idaho (trucks under 3§ ton capacity
only).

Minnesota.

Oregon.
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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 higher 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 horsepower, 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 wvehicle charge
should be proportional to the highway damage, caused by
the particurar vehicle, has been sofar accepted by lciislatm-es,
and nineteen states now Frovide separate rates for trucks
with pneumatic tires and for those with solid tires.

Graduation for Common Carriers

As was indicated in Table 79, two tendencies are dis-
cernible 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-carnier trucks to those on private trucks.

All the bases used in graduating the rates on private motor
vehicles are found in the taxaton of common carriers. Addi-

“ tional bases of mileage, gross receipts and character of the
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route are also used in some states. Ten states? 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 T 1 -
U mﬁnﬁ:;;“ E‘:nnr:iecvggxtt,v Logua?&Marylmd, Oklahoma, Oregon, South Carolina,

1 California, Connecticut, Idaho, Nevada, North Carolina, South Dakota and
Washington,

. , .
South Dakot, Vigini, Wesnngion, Wes Vingis 0 CHlnt

4 Connecticut, Indiana, Kansas, New York, Wisconsin,



CHAPTER VIII
TAXPAYERS' ASSOCIATIONS

S IS evident from earlier chapters, the post-war years have
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 matters
of taxation and public expenditure, however keen it might

o



248 COST OF GOVERNMENT IN UNITED STATES

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 influence 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 replenishment 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 statcs,
" 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, dlsplay
a similar form of organization. In the average taxpayers’

! Arizona, California, aneuota, Missouri, Monnu, Nevada, New Mexico,
Nerth Dakota, Oregon, Utah, Washingron,

% Illinois, Indiana, Kansas, Kentucky, Muuchmem, New York, Ohio, Pennsyl.
vania, Rhode laland, Wisconsin.

* 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 thechairmen
of the local committees of the counties, cities and districts.

Staff

Few associations employ paid staffs. Only five report
that they have more tﬁan 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 staffs are among the more active organizations.

Financial 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 flat rate, both systems being about
equally common in operation. The rate of dues of the first
type is usually 1% of the property tax paid, but in one asso-
ciation it is one-half of 1‘75. ¢ dollar is the customary flat
fee, although one county association charges 33 in addition
to voluntary contributions from sustaining members.

Representation of Group Interests
Representation of the taxpayers’ various interests, through
group organization of the members or in the composition 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—
2 combination of political interest with regional. Other state
organizations are built purely upon the regional basis, usually
county rc;_presentation, 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.”

The county and city taxpayers’ associations generally do
not indicate any definite grouping of interests. 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 funds 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 currentgovernment extrava-
gance. Organizations with or without staffs may be dis-
covered agitating 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
gldicated by the following excerpts from their correspon-

ence:

“We pay no attention to the distribution of the tax burden, con-
sidering that to be the business of the interests affected.”

We “confine . . . consideration and efforts to an analysis of
Emposed expenditures in which all these different taxpaying people

nd common cause,” and “avoid the dangerous shoals of equaliza-
tion, for that must be left to the individual groups.”

*“The Associntion shall not need to change the present tax system,
nor to change the rate of taxation, except as economies may bring
about & uniform reduction 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.

MzgeTHODS OF PROCEDURR

The existence of an ization for protection of the tax-
payer is in itself a force for good government. The associa-
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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 year is asplendid
safeguard and has had a wonderful effect on the public officials;
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 for obtaining
results. The popular vote is the source of power behind all
taxpayers’ associations. If 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 means of spreading
our gospel as most of the press was controlled by powerful moneyed
concerns which through the large amount of advertising and other
means had complete control over the press.”

The more common feeling on this point is stated by an-
other organization:

“Our best medium for affecting public opinion is through news-
paper statements which we send out practically every week, These
statements are approximately a half column in length and give such
information as would be of interest to the public. In these state-
ments we include expressions which suggest the necessity for re-
trenchment in public expenditures and careful consideration of bond
issues. Even when these statements are not published in newspapers,
they do reach the editor and are reflected in the attitude of the news-
papers on questions of administration,”

Most of the associations print pamphlets and leaflets for
general distribution, These are generally irregular or oc-
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 frequently attempted, the diffi-
culty of attracting adequate attendance apparently 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 cur organization g_romdure is the formation of
study groups throughout the State. These study groups are com-
posed mostly of women and were started at the request of some of
the Federated Women's Clubs. We have two women in the Associa-
tion who conduct regularly established tax classes which are made up
of representatives from a large number of individual clubs. These
individual representatives who attend these tax classes, or tax coun-
cils, go back into their own organizations and report on each of the
meetings which they attend. At each one of these councils we try to
Freeent some particular phase of taxation bringing out all of the
actsy related thereto, always being careful never to make a mis-state-
ment or a statement that could be termed as propaganda, it being
the desire on our part to conduct an educational campaign on the
higl:gst possible plane, for it is thus we obtain the confidence of the
public.”

Cooperation with Public Officials

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 peobﬁ;le are really interested in tax affairs
further than to grumble 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 fhem, troubling
them only in cases of exceptional importance. The more
attention and action are required of the individual taxpayer,
the less he is inclined to support an organization which,
after all, can save him only a Ew dollars one way or another
in his own tax bill.

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 villages during the
season of the preparation of the budgets and assist in their prepara-
tion upon forms prescribed by the Seate Tax Commission. Through
the opportunities afforded us of working with the legislature, we have
been able to maintain our budget laws and improve them from year
to year and also to maintain tax limitatons. We visit various coun-
ties of the state as often as we can, trying to get to each county in
the state 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 anzlyze all the proposed expenditures in the form of levies, bond
issues for school districts, roads, ete. . . . There is no disposi-
tion to criticize, but rather to assist them in putting efficiency 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 asso-
ciation has ever achieved worthwhile results through 2 pro-
gram of baiting 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.

SeeciFic 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.

State Associations

AssociaTioN A (establishedin 1920, reorganized and incor-
porated in March, 1926).

Organization: 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-
visary committee, composed of the chairmen of its local com-
mittees. These local committees are organized as branches
of the state association.

"Not all of our county and city committees will have organiza.
tions calling for a full-time sccretary, but they will all at some ume or
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other have programs that demand that some money be expended for
research. 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 sufficient budget for the requirements 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 public 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
& 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 