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FOREWORD 

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

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

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

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

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

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

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

LIST OF TAXPAYERS' ASSOCIATIONS 

'T""HIS list expressly excludes civic organizations, bureaus of 
1. research, chambers of commerce and similar organizations 

whose interests are not confined to taxpayers' problems. 
It includes all taxpayers' associations that have been operative 
during the years 1922 through 1927. Organizations marked with an 
asterisk (.) were either reported as inoperative by June 1927 or 
made no reply to a final check questionnaire sent to them in that 
month. 

s .... Location Name of Aaoci.tioa oa;"" Scope 

Arizona ..... . Bisbee. Cochise County T .... Van"" Johnson, County. 
payers' ~ari~ Seer· 

Cliftou. Gti:enIce County ~"" H. E. Brubaker, County. 

Globe.. 
Gif.ayera' Association. W~.: Keegan, County. a County Taxpay_ 

ers' Association.. A.~bauld, Jerome. Yavapai CountyT.,.. County. 
payers' Auociation. R.~·Mome, County. Nogales. Santa Cruz ~ty 
Taxpayers' . Seer. 
tion. 

PhoeoiL Stare Taxpayers' A.. V. Haney, Seer. State. 
lOCiation, 503 Luhn 
Buildi 

SaII"ord. Graham~tyT .... County. 
pay .... Asooc:iatiou. 

California. •••• "Loa Angdes. California Income State. 
Taxp.y .... ·:::: 
:::s924 W . 
IOn uiIding. 

Van"" H. E ...... State. LooAngdes. Califomia Taxpay .... 
Asooc:iatioa, Sub. EL Seer. 
!"ayTerminalS,;;jd 

LooAngdes. T.:telief Asooc:iation 
of California, 41&-
20 Americao Balik 

StDUg/llOn 
Cooley, Seer. 

State. 

BuiI~ 
'OakIaod. Alameda ty ~"" E. W. WdliamI, County. 

yen' Asooc:iatioo. Seer. 
*SaIiuaa. ~tere,. ~oQnty J. W. Grime&. County. 

1,'axpayen' . 
bOn. 

Connecticut. •. "Hartford. The LaDdlords' and 
Taxpayers' -;' . 
tiODt SO State St:reet. 

Ju. W. K-. 
Seer. 

City. 

278 



LIST OF TAXPAYERS' ASSOCIATIONS 279 

State Loc: .. ioo Name of AIIoci.tion 0tIi ... S"' .. 

Delaware .. ... WUminstoD. Taxpayen' R ...... ch Russell Ram .. y. State. 
Le~ or Delaware, Dir. 
303 nduatrial Truat 
Buildi 

GOOI1Iia •••••• ·Atlanta. Georgia "'~a~' Frank Weldon, State. 
League. 69 • ryor Secy. 
Street. 

Illinoia ....... Chic...,. Civic Federation or Douglu Suther- State. 
Chicago. 105 W. land. Secy. 
Monroe Street. 

Chic...,. C:rcchoalovak T .... 
r,ayen' A:aoclatiOD, LocaL 
407 W. 22nd PL 

Chic...,. Lawndale Taxpayen' Louia KJOiIb, LocaL . 
ASIOCiation. 3437 Secy. 
W. 23rd St. 

Chic...,. 26th Ward Taxpayen' Frank Vilimek. LocaL 
Anoc:iatioD. 1652 Secy. 
Throop St. 

Indiana ...... Indianapolis. Indiana Taxpayen' Harry Mieo& State. 
A •• ociation, 315 
Hume.Mansur 

Kanau ....... 
Buildinl. 

J. M. K .... er. TopekL Kanau State Taxpay State. 
..... Orpnization. Secys 217 W. 

21st t. 
Kanau Cil7. Civic Tu l.eaBuo oj Eo M. Baddina- State. 

K ....... lOOP ..... 
Kentucky ..... Louio,,;u .. Kentucky Tu Reform P. N. Clarke, State. 

AlIOCiation. Col ...... Secy. 

M ....... _tlO 
bia BuiIdintJ. 

Phili Nichols, BoatOD. M ....... uact.. Tu_ State. 
1::'" ConfCrence d 

mime, 11 8M. 
..... St. 

MinD_ta •••. Duluth. Taxpac:'l.eague of R. M. Goodrich, CounI7 
St. io CounI7. Secy. ODd 

·Manka .... 
917 Toner BldJ. 

0. W. Waibr. 
Cil7. 

TaxpaYCl'l' AIIOCi ... CounI7. 
tion of BI",; ~ Prea. 
Coun~317 , 1an-H' '" B .... 

MjDneepMa. Mi..-. T~~ H. J. MiIIor. Ez. State. 
en- A..a.tion. Secy. 

MiuftpoIio. 
McKn ... tB .... 

H. J. Miller. CiI7. TupaYCl'l' AIIOCi .. 
tionolMi ...... ~ MaT. 

i"St. PauL 
928 McKnitJb. 

Tupa • Anoc:ia- City • 
..... ~t.PauL 

M'-n ...... KanauCiI7. Tupa~' I.-ue. Plene R.l'IIrw. Sta .... 

rc-.... 924 timonA_ Secy. 
MontaDa ••••• U.....,. CounI7 Tu. Frank Babr. County. 

"'YCI'I'~"" Prea. 
PoDdeno CounI7 Tu. J ...... Suden, County. 

i"DaytOD. LatYCl'lc:..:.17 ';.-:: 
Prea. 

J. A. Sbh. County • 
......... AIIOCiation. Sec". 
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Stare Locatioa N.me of Auoc:iuioa om .... s.. .. 
*Fairview. Richland Coun'T Tax- C. P. Cob, County. 

~y~' ~ado~ P .... 
·Glugow. V ey County T.,.. J. Pattison, P .... County. 

payers' Association. 
·Glendive. Dawson County Tax- Frank P. F1em- County. 

£ayers' Association. ingP ..... 
-Havre. H County Taxpay. Goo. Ii. Bourne. County. 

era' Associ.tion. 
"Harlowton. Wheatland County 

~.xpayers' Aaao-
E. C. 

P ..... 
Buter, County. 

aRtiOD. 
"Helen .. Lewis and Clark Goo. Freeman, County. 

County Taxpayers' Secy. 
Asaociation. 

Helen .. Montana Taxpayers' John Edserton. Sram. 
Association, P. O. 
Box 577. 

·KalispelL Flathead County Tax- H.G.Miller. County. 

"Lewistown. 
payers' Association. 

J. Quickenden, County. Ferg .. County T.,.. 
payers' Association. Pres. 

*Livingston. Park County Taxpay. O. T. Annatrong, County. 
en! Association. P .... 

·M' .... ul .. Misooula Coun'T T.,.. Frank Thom .. , County. 
payers' Al8OClation. P .... 

·Roundup. Musselohell County L R. CIJTOll, County. 
~axp.yera· Asaocia.- P ..... 
bon. 

·Sheridan. Madiaon County Tn- William Rhodea, County. 
payers' Aseociation. P ..... 

"Toaton. Broadwater County B. B. Brisa>e, County, 
~axpayen! Asoocia. P .... 
tlOD. 

Nevada ....... Reno. Nevada Taxpayen' F. N. Fletcher, Stam. 
AssociatioD, 3f17 Dir. 
Reno National Bank 

N .... M..;co .. Santa Fe. 
Bldg. 

Rupert F. Asp. Stam. Taxpayers' Aseoci ... 
tion of New Mexico, lund, Dir. 
P. O. Box 557. 

N .... york .•.. Albany. New York State To Chao. J. Tobin, Sram. 
Association,95Srate P ..... 
St. 

Buffaln. Realty Tn Auoeia.. William Speidel, City. 
tion, 328 Prudential Mg. 
Bldg. 

LocaL BnmL Highbridge Tapa,. V1,_S.Tanm. 
ers' A •• ociatioD, 
1431 Boocobel Ave. 

·BI'OIIL Taxpayera' Alliance, E. L Franz. LocaL 
1495 hoe Ave. l'radc 

·Brooklyn. Allied Boxrda ofT M. J. Men-. 
and Taxpayera' As. ough, Secy. 
-;ation, 983 Madi-
&On St. 

·Brooklyn. Bath Beach Taxpay. M.G.Mqnth. LocaL 
era' Aaociation, .7 
First St. 
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"Brooklyn. 

Brooklyn. 

"Brooklyn. 

"Brooklyn. 

Brooklyn. 

"Brooklyn. 

"Brooklyn. 

"BrookI7n. 

Manhattan. 

Manhattan. 

~. 

Name of AIIQc:iuioD. 8 .... 

Central Flatb"" Till<- GJ'OI!OIY WciD. Local. 
payers' Assoc:iatiOD, .tein. 
216 E. 21st St. 

FJotbuah Taxpayen' F. C. Wand- Local. 
and Civic ~a- macher. 
tioD,1290 New York 
Ave. 

GreenpoiDt Taxp.y- Edward Welch, Local. 
en' and Citizen.' Pres. 
Association, 114 
Greenpoint Ave. 

Taxp.y .... • Protective e. F. Harwood. Local. 
Alloci.tion of 
Brooklyn, 576 Do. 
catur. 

TweDty..,ighth Ward H. Edelmann, Local. 
1'axPA:':t!"tec:- Secy. 
bve abOD 
1 UHK 195th St., 
HoUi .. N. Y. 

Van SickleD Taxpoy- W. E. Bu..-, Local. 
era' A.lodatioD. Secy. 
Inc., 2800 0ca.D 
Parkway. 

Vanderveer Park Till<- Albert Kuelli"IL Local. 
pay ..... ~.tiOD. Secy. 
1266 Ne. York 
Ave. 

Wi""- Place To. John Koehn, Local. 
p.~' Associatioa, Secy. 
248 Wi""- PL 

Woodl.wn Taxpayers' Arthur E. Bill- Local. 
~atiOD, IMI inatao, Secy. 
Gnveaend Me. 

New York Tu: L. A.e.pleJdeU- State. 
fonn AaaociatioD, 
IS4N ... uS .. 

Sulfo1k County To- Marvin ShiebIer. County. 
payers' AaaociatioD 
45 Cedar St. 

W .... de Taxpayers' LLllullman. Local. 
AaaociatioD, 271 W. 
l25th St. 

A.toria Tapa,. .. ' W. IL 'I'haa!p. Local. 
and Buoi_Men·. _ Secy. 
AIIDciabOD, _135 
Fulton A"-L w.e. 

CaUer. Paint TupolY lI.obt. e. Koehl. Local. 
en Aaaociatioa, 11 Secy. 
N.13thS ... CoIIo&e ........ 

Glendale Tupolyers' M. Daacd. Local. 
A •• oei.tioa, 17 

W= T~,.. Arthare.Bavwa Local. 
en' AuociauOD.. Seq. 
lJOdo S ...... J~ 
maica AYe. 
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s .... Loa ... N .me of Aaoci.tioa 016", s.... 
"Y0Dkera. Ninth Ward Citizens' LocaL 

and Tapayen' 1m.. 
~entAseoci .... 
bon. 

"Yonk .... Yonk ... Taxp.y .... City. 
Association. 

North Dakota. ·Bismarck. Burleigh CountyTu. County. 
payers' Aaociation. 

Wahpeton. North Dakota T.,.. Dan R. Jo_ State. 
payers' Association. Secy. 

Ohio ••....•.. "Akron. TheTupayers' Union. Jacob Pfeilrer. 
·Cincinnati. Taxpayers' Associ ... C. W. Ireland. County. 

tion of Hamilton 
County,614RaceSt. 

Colomb ... Ohio Tax Asoociation, W. T. Tolp. State. 
149 E. Stale St. 

Oregon. ..•... ·Astoria. ClatlOp County Tu. County. 
payen' Association. 

L B. Smith, Portland. State Taxpayers' As- State. 
sociation of Oregon, Secy. 
Orogon Bldg. 

County. "Roseburg. Doug1aa County Tu- B. O. Parqneter. 
payera'Lague. 

City. Pennaylvania. "Harrisburg. TH:Yers' ~ of J. D.RoyaL 
arri.burg, nioD 

Trust Bldg. 
County. UniODtown. Taxpay.... Asooci ... R. M. Fry, Secy. 

<ion of the 

Rhode bland .• 
ville Region. 

JI& B. LittIe. State. Providenne. Rhode Ialand Tu 
~ 8JO H ... field. 
pi Trust Bldg. 

Alfred C. Reel, State. Utah ......... Salt Lake City. Utah Tupayen' As-
sociation, Keams Secy. 
Bldg. 

Alfred C. Reel, Twelve Salt Lake City. Western States T.,.. 
parera' Auociatioa Secy. welt-

em 
.ta .... 

Waohington ••. "Aootin, Aootin County To.. M. J. Cnbb, County. 

I-Colville. 
pay .... Asooci.tion. 

A..Seg,·M,.,., County. SteVena County T_ 

,"Ephrata. 
payera' A.Iociation. P ..... 

Grant County T_ J. B. Smith,l'Ia. County. 
ddyera' League. County. "Goldendal .. ckitat County Tas. Frank Fea-. 

parer! Asooci.tion. P ..... 
Mount Vernon. Skagit County Ta- Alfred Polaon, County. 

payera' Asoociation. P ..... 
"O"-an. OkaDogaD <:'ouDt1 N.E. Whitwwth, County. 

~upayera' . P ..... 

fop ..... tIOIL 
Fnu>Idin County Tu B. B. HatripD. County. 

payen' AIIoc:iatioD. 
J.O.~P .... County. Pomeroy. Gamelel County To.. 

pa en' AMociaticxL 
Raymoad. P~ County Tu.. A.. J. I..ansea- County. 

Eaze:ra' AMociation. back. Secf'. 
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·Republic. 

·Ritzville. 

Rosali .. 

Seattle. 

·Seattle. 

·Seattle. 

·W.naW.u.. 

·W.tvVi1Ie. 

i"Wdbur. 

W......wn..... Rice Lab. 

W:r-i ........ ·Kemmerer. 

OIfi .. , 

Ferry County T""" J. s. Bedier, County. 
. payera' Asaocl.ationo Pres. 

Adam. County Tax. R. B. Ott, P.... County. 
~yera' Asaoci.tion. 

Whitman County C. W. Wagner. County. 
Taxpayera' Associ ... 
tion. 

Lower Cost of Govern. E. R Tbom... State. 
meotLeagu .. 

State Federation nf C. E. Arney, State. 
TlIX»ayera' Aaao. Secy. 
clab.,.., L C. 
Smith Blchr. 

Wuhinston1'u:Limit F. C. Jaclacm, State. 
League, 21. Em.. Seq. 
pi'" Bldj!. 

Taxpayero Economy L M. Livengood, County. 
Leagne nf Spokane. Mgr. 

Pierce County T_ J. E. Gnnt, County. 
payen' AssociatiOll, Secy. 
Tacoma Bldg. 

Columbia County J. J. Edwanlo, County. 
~lIXJ'&yera' - P .... 
ClanOD.. 

Do"lll .. County To. J. M. StocIdanI, County. 
payers' Aaeoci.tion.. Pres. 

LiDcoln County To. LA. DJu, p",.. County. 
payera' Asoaciation. 

W.oc:onsin T_yera' A. F. Eader. Sta ... 

li~County Tu.. J~ P. RoaeD. State. 
Dann' Asoaciation, DeIR, 



APPENDIX B 

METHODOLOGY 
In many cases the preceding text and tabular material repre­

sents a summation oflengthy and often complicated computations. 
As a matter of record and to provide a check upon its calculations 
the National Industrial Conference Board believes that the prin­
ciples and methods of these computations should be fully stated. 

SOURCES OF DATA 

Data on federal finances are drawn almost exclusively from the 
reports of the Secretary of the Treasury and from the departmental 
figures published in the annual treasury reports. 

For its figures on state finances, the Conference Board has 
relied upon the" Financial Statistics of States " series of the United 
States. Bureau of the Census, and upon correspondence with this 
Bureau, unless otherwise indicated. 

There is no centralized source for data covering the annual 
finances of local governments. The United States Bureau of the 
Census, in connection with its decennial census reports, has 
given certain fiscal statistics of the local governments in its series 
on "Wealth, Debt and Taxation." For intermittent years, how­
ever, the Bureau of the Census reports in "The Financial Statistics 
of Cities" series only the accounts of cities with populations in 
excess of 30,000. The basic material on local taxes and expendi­
tures must be obtained through the regular or intermittent sur­
veys of local accounts published by certain of the states and by a 
sampling of published local reports or by questionnaires. 

Finally, extensive use has been made of the published docu­
ments of the United States Department of Agriculture, of the 
Bureau of Education, of the Bureau of Public Roads and of the 
Bureau of Internal Revenue. Through the courtesy of the officials 
of these departments, the Conference Board has been permitted 
access to much hitherto unpublished material. 

Annual Accounting Period 
In the Conference Board's preceding Cost of Government 

studies, the accounting period used in the determination of tax 
revenues, government expe1lditures and government indebtedness 
was the calendar year. The arguments favoring the use of this 
accounting period are that it is a definite unit applicable to all 
governmental organizations and that it permits direct comparison 

284 



METIIODOLOGY 285 

between tax and public expenditure data and such measures as 
national income and wealth. 

In the present study, the accounting period used is that of fiscal 
years ending in a given calendar year. This lacks the definiteness 
of the calendar year period. The following reasons, however, 
decided the Conference Board to make the change: 

1. In few cases do the fiscal years of governmental authorities 
coincide with the calendar year. To bring about an exact equiva-. 
lence would involve the application of fractional calculations to 
the numberless accounts of the local authorities which is beyond 
the range of present possibility. The sampling method, used by 
the Board in its earlier studies, involved a possibility of error 
which is avoided in the use of fiscal years. 

2. The United States Bureau of the Census uses fiscal years in 
its "Financial Statistics of States" and "Financial Statistics of 
Cities" series. The adoption of the same accounting period by 
the Conference Board permits it to make direct use of the data 
in these series. 

It should be noted that data on state and local borrowings 
are drawn from the Commnri .. / """ Fi""ncidl Chronicle, and these 
figures are for calendar years. 

C .. It .. !.tiOJl oj P .. ~/;c bpmJihtns 
Federal expenditures are fully reported in the annual reports of 

the Secretary of the Treasury. The figures presented in Table 1 
are based upon the daily Treasury statements, with the expendi­
tures of the District of Columbia excluded. The net total of ex­
penditures and the figure for interest payments in Table .. are 
from the unrevised daily treasury statements, as reported in 
the Annual Report of the Secretary of the Treasury, 1926. The 
figure for debt redemption is from the revised daily treasury 
statements. The revised statement takes into account trans­
actions reported tIjlw the close of the fiscal year, but the dilference 
between the two statements is insignificant. 

The figures for the departmental expenditures and interest 
payments of the state goftl'tllllents are from the .. Financial Statis­
tics of States" series. The figures for debt redemftion were 
obtained from the .. State and Local Compendium U 0 the C __ 
.nriM 11M Fi_aM Chronicle. The totals in Table I include 
disbursements in aid of local projects but do DOt include the 
expenditures out of funds received from the Federal Government 
01' from local goftl'lllDellts. 

Since 1913, the United States Bureau of the Census has pub­
lished DO data on local expenditures, except for cities with popu-

20 
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lations in excess of 30,000. The following data on local expendi­
tures are immediately available: complete reports by the authori­
ties of several states on the finances of their local governments, 
the Census Bureau statistics on cities over 30,000, the United 
States Bureau of Education calculation oflocal school expenditures 
and the United States Bureau of Public Roads' figures on local 
highway expenditures. The reports on local finance from those 
states which collected data provided a fairly broad samplo. On 
the basis of this sample, the proportions that school expenditures 
and road expenditures were to total local departmental expendi­
tures (except for cities above 30,(00) in each year were estimated. 
These proportions were applied to the school expendi tures and 
road expenditures for all local governments (exclusive of cities over 
30,(00). The two independent estimates so obtained were found 
to be in close agreement. The average of the two estimates plus 
the departmental expenditures of cities with a population exceed­
ing 30,000 was taken to represent the net total oflocal expenditures 
for the year. ·To obtain the gross total, payments for interest and 
debt redemption had to be added. The yearly figure for local 
redemption was obtained from the "State and Local Compen­
dium" of the Commn-c;.I.ntl Fin.nci.1 Chronicle. The interest 
payments of cities over 30,000 were reported in "The Financial 
Statistics of Cities." Interest payments of other local govern­
ments were estimated by multiplying their outstanding in­
debtedness by the average interest rate on local indebtedness. 
The gross total of local expenditures so obtained compares 
very closely with the total for local taxes, borrowings and mis­
cellaneous revenues, after allowing for increases in cash balances 
and in sinking fund assets. 

Function.l Cllusiji,"'ion of Pu61ie Lcpmtlitures 
To the extent that certain governmental functions are carried 

on soldy by the federal or state or local governments, each cate­
gory has a somewhat independent content for the several govern­
mental divisions. There is, I)owever, sufficient overlapping of 
functions and, in general, sufficient agreement in the social effects 
of the independent functions to make a common classification 
under broad categories worth while. The items included under 
each heading in Tables 6 and 7 are as follows: 

1. General government includes, in addition to the expenses 
of the executive, legislative aDd judiciary branches of government, 
all other overhead charges, such as the salaries and expenses of 
minor administrative bureaus and officials, election expenses, 
government buildings, printing and stationery. 
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2. Protection includes all expenses of police, fire, war and navy 
departments and all pensions and grants to retired employees of 
these departments. It also covers corrective and penal institu­
tions, and the expenses of government departments charged with 
the regulation of labor and industry, or of any particular pro­
fessional or business activity. 

3. Education covers the expenses of the administrative bureaus 
or oilicials. as well as the direct expenditures for schools and 
libraries. 

4. Highways include streets, roads, bridges, waterways and the 
overhead administration charges in connection with their con­
struction and maintenance. 

5. Economic development includes conservation and reclamation 
projects, agricultural encouragement, expenditures for the eradi­
cation of crop-destroying insects or of diseases of domesticated 
animals and the expenses of administration incidental to these 
functions. The harbor improvements of the Federal Government 
are covered under this tide, but the municipal harbor improve­
ments which have a rental value for the local government are not 
included. 

6. Social welfare activities of the several governmental divisions 
are the most diverse of all. There are the costs of charity, and 
relief of the poor. aged or sick, usually undertaken by local govern­
ments. or a quite distinct nature are the expenditures for ec0-

nomic welfare, such as, workmen's compensation and the su~ 
vision of the conditions of women and children in industry. 
Falling between these extremes are expenditures for pensions 
of former civil government employees, mothers' pensions, recrea.. 
tion, sanitation and health. The federal expenditures by the 
Bureau of Indian Mairs have also been classed as social welfare. 

7. Miscellaneous covers the items undistributed in the available 
reports. . 

8. Public utilities cover public service enterprises operated 
under governmental authority for revenue. Only the expenditures 
not charged off against operating revenue are included. 

The net total is the sum of these eight groups of departmental 
expenditures. The figure for ;JtlIf'UI covers the interest on public 
indebtedness. and JHt MerMpliort represents the net retirements. 
excluding refundings and conversions. It does Dot include addi­
tions to sinking funds. In the case of state and local expendi­
tures, it covers the bonded debt retired by cash payments. 

DM-nwiOJf " FtI1IdioruJ CWsifiUliort 
The daily treasury statements do not report federal depart­

mental expenditures in sufficient detail for functional ana1ysia. 
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The percentage distribution of federal expenditures in Table 6 
was therefore based on the Treasury's record of warrant authoriza­
tions. There is usually a lag between the issue of an expenditure 
warrant and the actual payment made upon it. However, over a 
period of years the functional distribution of warrants and cash 
expenditures tends to become identical. The percentage distri­
bution so obtained from the warrant figures was applied to the 
total of cash expenditures to obtain the dollar-and-cents distribu­
tion given in Table 6. 

The percentage distribution of state expenditures, shown in 
Table 7, includes federal aid expenditures, as well as state aid to 
local governments. All disbursements by state governments were 
included for the purpose of comparison with local expenditures. 
In 1925, about ten million dollars of interdepartmental transfers 
on account of capital outlays could not be eliminated from the 
state accounts. In the figures for combined state and local ex­
penditures in Table 6, federal aid to the states has been eliminated. 

The figures for local education and highway expenditures, and 
for interest and debt redemption payments were obtained from 
the various sources noted above. The distribution of other 
departmental expenditures was made by sampling. The figures 
for local expenditures in Table 7 include state aid; this item has 
been eliminated from the combined total in Table 6. 

, 
Public I nJebteJneSl 

The data on the public debt of the Federal Government and on 
the foreign debt owing to the United States were obtained from 
the annual reports of the Secretary of the Treasury or through 
correspondence with the Treasury Department. The figures for 
annual state and local borrowings were taken from the "State 
and local COmpendium" of the Commercial and Financial Chron­
icle. The functional distribution of the state and of the municipal 
indebtedness is published annually in "The Financial Statistics 
of States" and in "The Ymancial Statistics of Cities," respectively. 
The volumeofstateandlocal net bonded indebtedness, as presented 
in Tables 25,26 and 27, is found for 1913 and 1922 in the census 
volumes on "Wealth, Debt and Taxation" for those years. The 
1925 figures were computed as follows: 

To the net bonded state and local debt of each state in 1922 
were added the bonds issued in 1923, 1924 and 1925, as reported 
by the Commercial and F;nanc;al Chronicle. From this total was 
subtracted the amount of bonds retired in those years, obtained 
from the same source. The total linking fund assets of the states 
and of cities over 30,000 in each state were computed for 1922 
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froin the census volume on "Public Debt," and for 1925 from 
"The Financial Statistics of States" and from the "Financial 
Statistics of Cities." The net bonded debt of each state and of 
the grand total was then corrected in accordance with the changes 
in the sinking fund assets thus computed. Changes in the sinking 
fund assets of local governments exclusive of cities over 30,000 
are not available. 

The net bonded indebtedness of state governments was com­
puted from "The Financial Statistics of States," and the net 
bonded indebtedness of cities over 30,000 was computed from 
.. The Financial Statistics of Cities. .. The indebtedness of other 
local governments is represented by the difference between the 
sum of these two and the total state and local net bonded debt. 

In the tables of Chapter III, the net total of state and local 
bonds outstanding was calculated as $9,865,197,000. It is obvious, 
in view of the method by which the figure was computed, that 
it covers the bonds issued and the bonds retired between the close 
of the fiscal year of each governmental unit and December 31,1925, 
but does not take account of the issues and retirements during 
the corresponding period in 1922. This element of error cannot 
be eliminated in the distribution of the debt between state and 
local authorities nor in the distribution by states. For the com­
bined total of state and local bonded indebtedness, however, the 
difference can be estimated. According to calculations of the 
Institute of Economics,' 23.7% of the calendar year borrowings 
and 21.8% of the calendar year retirements are made between 
the close of governmental fiscal years and the end of the corre­
sponding calendar years. During this period there were borrowings 
in excess of retirements amounting to $211,474,000 in 1922 and 
$244,952,000 in 1925. The net bonded indebtedness at the close 
of the fiscal accounting periods of all state and local governments 
was therefore $9,831,719,000 in 1925. 

Sw, .ru/ Loctd T_.r 
State and local taxes for 1890. 1903, 1913 and 1922 were ob­

tained from the United States Bureau of the Census' reports on 
"Wealth, Debt and Taxation." For all other years, state and 
local taxes were obtained from independent sources. 

The state taxes include. in addition to all taxes collected by the 
state for its own use. all taxes collected locally and turned into 
the state treasury directly out of the tax funds. Local collections 
include taxes collected under the supervision of state departments 
or officials which revert to the respective local treasuries in pro-

'CIw!oo 0. Hudr. "Tu Eaompt Socaritioo ..... tile s..-. • 19'16,. pp. In-I82.. 
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portion to the amount collected in each locality, in addition to the 
taxes collected in accordance wi th local ordinances or levies. 
Funds received by one governmental unit out of the treasury of 
another government, in aid of an expenditure program, are not 
included in the taxes of the government receiving the disburse­
ment, though the money available for such purpose be definitely 
limited to certain tax receipts. 

The CompUltJlion oj Loc(ll Tu Collections 
Complete collection figures for local taxes are reported in very 

few states. In most states the Auditor, Comptroller or Treasurer 
reports the share of inheritance, income, gasoline, motor vehicle 
license and oth~ taxes received by the subsidiary local govern­
ments. In other cases, where the share of such taxes received by 
the local governments is in direct proportion to the state's share. 
these local taxes can be easily computed. These special tax 
receipts, however, form a very small proportion of the tax revenue 
of the local governments. 

Property taxes comprise more than ninety per cent of local 
tax revenues. Unfortunately, property taxes are reported on the 
basis of levies instead of receipts. The estimate of local property 
tax collections from year to year must therefore be made .on the 
basis of ,tlte levies reported. The chief problem resulting from the 
calculation of collections from levies is the determination of the 
fiscal year to which the taxes are to be ascribed. 

The length of time between the levy of a property tax and its 
collection varies from several months to over a year according 
to the laws of the several states. Though the tax usually becomes 
a lien and is charged as a public account on the date of the levy, 
it couId not properly, in the study at hand, be charged as of the 
date of levy. In order to bring all the local data into conformity 
with federal and state taxes, it was necessary to determine within 
which fiscal-year period the levies reported as of a partieu1ar date 
were collectible. This was accomplished through a careful ex­
amination of the tax laws bearing on this point in each state. In a 
majority of cases it was found that for most of the local govern­
ments in a state, the collection of the property tax was made in 
the fiscal year following the levy. In this study, such tax receipts 
have been charged to the fiscal year following that of the levy. 

There are several states which make incomplete reports or no 
reports at all of their local' propel ty tax levies. In these cases, 
an attempt was made) to secure represenutive samples of local 
government levies, and the index of increase or decrease derived 
from these samples was applied to the total of levies reported for 
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1922 in the Census Bureau's "Wealth. Debt and Taxation" series. 
The developments in the city tax levies of such states, as reported 
in the Census Bureau's" Financial Statistics of Cities" series, 
provided a further check on these estimates. 

This use of levy data to estimate property tax collections does 
not make allowance for tu delinquency or back tax collections. 
For most of the states there is no way at present to estimate the 
effect of variationa in these factors. Except in years of exceptional 
agricultural depression or prosperity, however, they tend to offset 
each other, with a slight balance on the side of the delinquencies. 

In most states, as indicated above, definite data on local receipts 
from special taxes are available, and these were added to the 
estimated total of local tax collections. In the few states where 
there was no indication whatsoever as to the trend in these special 
tax collections, they were assumed to have increased since 1922 at 
the same rate as the ascertainable taxes. If the property taxes 
registered a decline from 1922 on, the figure for miscellaneous 
tax collections in later years was maintained at the 1922 figure.' 

It i. evident that the Conference Board's estimates of local tax 
collections were not made by any rule of thumb method applied to 
all cases. Each state was considered individually on the basis of 
available data, the tax system obtaining. and the definite situation 
involved. When figures on the same subject reported indepen­
dendy by two or more officials were found to be In disagreement. 
the discrepancies were cleared up by correspondence, and the 
figures most reliable, consistent WIth other available data in the 
state, were used. 

Sw • ., SIIIh Di.rlriilllio" of F.Jmd Tu ColkctiolU 
The state by state distribution of federal tax collections in 

Table 33 :was estimated by adding the customs duties, prorated 
on a population basis, to the collections in each state reported 
by the Bureau of Internal Revenue. The totals in Table 33 diJrer 
from the federal tax collections in Table 28 for three reasons: 

1. Some of the collections entering the Bureau of Internal 
Revenue reports at the close of the fisca\ year are not recorded in 
the treasury accounts until the beginning of the succeeding fisca\ 
year. 

2. Refunds are IlOt accounted for by stateS and are therefore 
not deducted in Table 33. 

3. Federal taxes from territorial pel ions of the United 
StateS are included in Table 28, but these territories are DOt in­
cluded in Table 33. 



APPENDIX C 
FOOTNOTES TO TABLE 35 

Maine.-Property and poD taxes from letter of Board of State Assessors, dated 
February 14, 1927. Other taxes estimated on basi. of 1922 ratio, United States 
Bureau of the Cenoua, "Wealth, Debt and Taxation: T .. CoDeellono-l922." 

New Hampshire.-Total taxes from annual ~ _ot State Tax Commission 
and letter from the Commiaoion to the Conference IIoard, dated January 26, 1927. 

Vermont.-Property and poll taxes from biennial reports of Commiaoioner of 
Taxes. Other taxes estimated on basi. of 1922 ratio. 

Massachusetts.-For 1924 and 1925, ~, poD, ineome and corporation 
taxes, from annual reports of the Commissioner of Corpos:atioDi and Taxation. 
Licenaeo and pennits from reports of Statistia of MuniCIpal Finance. For 1926, 
property and poD taxeo from letter of Commiuinner of Corporations and Taxation, 
dated January 25, 1927. T .... on ineome, corporations, licenses and permits 
estimated on basis of bald over period of yean. 

Rhode Island.-Property taxes from letter of Board of Tax Commiuionen 
dated January 17, 1927; poDs estimated by 1922 ratio to property taxes. Licenses 
estimated by data for cines over 30,000. Special di.triet taxes estimated by ratio 
to total taxes in 1922. Licenses for 1926 eonmated by trend over period of yean. 

Connecticut.-Data from annual reports of the S .... Tax Commiuinner on 
"Information on Collection of Taxes" and biennial reportS. The greater acc:uracy of 
the 1925 data aceounts, in part, for the apparendy larger increue in 1925 and also 
for the apparendy amaH increue betwee.n 1922 and 1924-

New Yor~-For 1924 and 1925, aH data from annual reports of Sta .. Comp­
troller on uMunicipal Aa:ouats" and annual reporta of State To: Commission. 
For 1926, property taxes from "Annual Report of S .... Tax Comrnissron, 1925w 

and letter hom the Commission dated January 29, 1927. Other taxes .. timated on 
basis of trend over period of y .... in pioperty taxes and in other taxes. 

New Jeney.-For 1924 and 1925, annual reports of Sta .. Board at Taxa and 
Asaessmen... For 1926, PiOperty ..,... from "Annual Report of Sta .. Board at 
T .... and Asaessments, 1925:' Other..,... estimated from available aamplea. 

Pennsylvania.-For 1924 and 1925, property taxes from Deportment of Inter­
nal A&"aira, Buran of S .. tistics and Information. Other taxes estimated on basis 
of 1922 ratio and data from" Fmancial StatUtiCi of Citiea." For 1926, municipal 
pioperty tax levi .. obtained from "F1Il8IIciaI Statistia at Cities, 1925." Other 
..,... estimated on buia of trend in municipal taxes over period of yean, eoliected 
on buia of rdation of municipal piupa ., "'" inaaaa and total "'" inerea-. 

Ohio.-Total taxes from annoaI reports ofS .. te T .. Commisaion, and aMuaI 
reports of Sta .. Audi ..... 

Indiaa.. PlOperty taxes from annual otatistieal reports oHndia ... Lqp.lative 
Bureau, ODDuai reports of S .... Board of Tax Commiaotonero and letter from Sta .. 
Board dated January 27, 1927. Other taxes .. timated on buia of 1922 ratio. 

lDinoiL-Property taxes from biennial reports of S .... Auditor, ·T .... E ... 
tended," "'heeted by ODDuaI .. tima .. of delinquem:ieo. Other..,... .. timated COl 
basis of 1922 ratio. . 

Michigan. Ploperty..,... from 'biennial ~ofSta .. TIISCommiaoion and 
letter from the CommiaoiOD of January 18, 1927. Municipal 6_ .. timated on 
basis of data for citi .. over 30,000 and ratio ill 1922. Other..,... from biennial 
reports of Audi .... General. Manicipalli_ for 1926 .. timated ... buia of treIId 
over period at yara. 
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Wi,conlin,-All taxes (rom data prepared by Wisconsin Tax Commission, for 
III biennial report, 1926, and l.t .... from the Commission of April 5, 1927. 

Minnesota.-Property taxea from Minnesota Tax Commission and State 
Auditor', reportl. For 1924 and 1925, municipal licenses on basis of cities over 
30,000 and 1922 ratio. Inheritance, vessel tonnage and railioad gross earnings tIXeI 
from Auditor·. reports. Oth.r tax .. on booi. of 1922 ratio. For 1926, all other than 
property tax .. on baa;' of trend over a period of Y'''' in re1otion to property tax 
trend. 

JowL-AU tueI from Auditor', annual reporta on I. Valuation and Taxes" and 
on "Municipal Accounta.u The State Auditor's data show $6J58,OOO more in 
192210<al tax collection. than the Bureau of the Census report. 1M occounll for 
almost all of the apparent inere ... be ....... 1922 and· 1924. 

Miaaouri.-County and ochool district, general and special property taHo from 
biennial reporu of State Auditor. Cities over 30,000 from. II Financial StatistiCl of 
Ciaea." Other tueI adm.ted on buil of 1921 rat.io. 

North Dakota.-Property taxea from reporll of State Tax Commission. Other 
taHo .. timated by 1922 ratio. 

South Dakota.-Property, poll and dog tax .. from reporll of D.partment of 
Finance, Divioion of Taxation. Inheritance tax .. for 1924 and 1925 equal on ... 
ninth of Itate'. abue u re~ in "Financial Statistics of States"; for 1926, 
estimated by trend over penod of yean. Licenoe taxeo for all yoan estimated by 
ratio to property taxeo in 1922-
N.bruka.-~ and polls from reportS of State Tu Commission. Other 

tIXeI .. timated by ratio in 1922-
K...--Property and dol _ from reporta of Stare To Commiaoion and 

letter from Public Service Commiaoion dated January 31, 1927. Loc:aI inheritance 
tax .. oro on....mth of atate', ohare. PoUa and licenaes .. timated by .. tio in 1922-

DeI ........ -AII _ for 1924 and 1925 from "The YJOCal Problem in DeI.. 
........ Nationallnduotrial Conference Board, 1927. For 1926, all county and town 
_ from "The Fiacal Problem in DeIa......... Other _ estimated by ratio of 
county and towa tax. to total 0_ a period O£.,...... 

Maryland.-Geaeral and opec:ial ptopei't)" _from biennial reportS of State 
T.,. Cornmiaoion, oomputed from tax ...... and .--d n1uations. Baltimore 
licenRO far 1924 and 1925 from "Financial Sratiatieo o£ Citieo .. ; other _ em. 
.... ted from 1922 ratio. For 1926, Baltimore ~ and other tax. estimated by 
ratio to total ..... period O£.,...... 

Diatrict of CoIumbia.-AI1 _ far 1924 and 1925 from ·YIIWICial Statiatic:a 
ofCitieo .. ; far 1926, from "Fi_ of the Diatrict o£ Columbia," by theAudi_. 

V"U'IIinia.-Couaty ~ _ from reportS o£ State AtaoaJItaDt _ "Com. 
_tive Coat o£ Loc:aI Gooamnent.· Loc:aI poll. pooIine, inheri.....,. and cIqr 
_ from biennial reportS o£ Sra .. Audi_. CibOa 0_ 30,000 fnIm • FinaDcW 
Statiatieo o£ Citiea... Other _ .. timated by .. tio ill 1922. 

West V"U'IIinia. "'_" _ from reportSo£SosteTaxo-miaion. Other 
tax. .. timated by ratio ill 1922-

North CaroIina.-AII _ far 1924 and 1925 from .... ual ~ o£ Com. 
mi ....... o£ R_ue; far 1926, estimated on buio o£ treDd ..... periocI O£.,...... 

Sautb CanoIina.-Couaty and achoaI diatrict I'!"l"",y _ and pooIi ... tax. 
from _0£ o-p~ Citiea ..... 31),000 from "Ymaacial Sostiatic:a 
o£ Citiea... Other _ estimated by 1922 ratio. 

G.nia.-General and apecial ",_t, _ from annual _ o£ 0-... 
~,computed ... basio o£a_ ........ e-" o£ r.w-Ia and 
other public utilitiea. Other _ estimated by ratio ill 1922-

F1arida.-Couaty and achoaI district "'_ .,. pooIine and __ ftIaic:Io 
_ &am C-pauIIor"a umual oqoans. Citiea ..... 30,000 fnIm "Ymucial 
Sratiatieo o£ Citiea." Other __ ated br ratio ill 1922. 
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KentuGky.-E'atim~1Iea ftum sample of counti.. and citi .. obtained by q ..... 
tionnaire and (rom It Fina.ncial Statistics of Cities." .. 

Tenn ...... -County property taxes frOm biennial reports of D~artment of 
Finaate and Taxation. Cities- over 30,000 {rom uYmancial Seawti", 01 Citia." 
Other taxes .. tim.ted by ratio in 1922. - -, 

Alab_mo.-Estimated from • .myle of cities and cowitles obtained by qu ... 
tionnaire 'and from U Financi~ Statistics of CirieL" 

Mississippi.-County taxes for 1924 from 'Biennial Report of State Aoditing 
Department. All other taxes, and all taxes for 1925 and 1926ptim.ted from aamplc 
obtaioed by questionnaire. ' -

Arkansas.-Estimated from lampl. of counti .. and citi .. obtained by queo. 
tionnaire and from It Financial Statistics of Cities!' 

Louisiana.-County and civil district property taxes from annual reportI of 
State Tax Commisaion. Cities over 30,000 from IIFinancial Statistica of Citiet." 
Other taxes .. tim.ted by ratio in 1922. . 

Oklahoma.-Estimated irom oamplc of coun,ti .. and citieo obtained by qub-
tionnaire and from U Finan~al Statistics of Cities." . 

Teus.-Estimated from aample of counties and citi .. obtained by questi .... 
natte and from Ie Financial Statistics 01 Cities!' 

Montan .. -property, poD and motor vehicle Iicenae w... obtained ~ bi ..... 
Dial reports of State Board of Equalization. Other taxes estim.ted by ratio ID 1922. -

Idaho.-Propertr taxes from biennial reports of Aoditor of State and telegram 
from the Aoditor of April 13, 1927. Other taxes .. tim.ted by ratio in 1922. 

Wyoming.-Property taxes from biennial reports of State Board of Equaliza,. 
tion. PoDs as in 1922. Licenaeo and permits .. tim.ted on bu. of trend of .tate 
taxes on same subjects OYer period of yean. . 

Colorado.-For 1924 and 1925, property, poll, gasolial! and motor vehicle _ 
from biennial ~rts of State Aoditor. Other _ .. tim.ted on baa. of ,. Ymancial 
Statisticso(Cines" and ratio in 1922. For 1926, tuelestimatedou buisol "F"man­
cial Statistics of Citi .... and trend over • period of y ..... 

New Mexico.-Property taeI from biennial reports of State Tax Commisoion. 
Other _ estim.ted by ratio in 1922. 

Arizona.-Property taeI from biennial reports of State Tu Commiuion. 
Other _ constant. 

U,ah.-Property taxes from biennial reports of State Aoditor. Other ..... 
.. tim.ted by ratio in 1922. 

NevadL-Propertytaxes from annual reports of State ControUer and -Connty 
and City Budgets" filed with State Tax Commiosion. Other _ eatimated by 
ratio in 1922. 

Washington.-Property tax .. from aonual reports of Division of Municipal 
Corporationa. Citi .. over 30,000 from "Ymancial Statistics of Cia..." Other_ 
.. tim.ted by ratio in 1922. 

Oregano-Property _ from State To Commiaion', published dora. Citieo 
over 30,000 froai II Financial StatiatiCl 01 Citie&." Other tDeI Clam.ted by ratio 
in 1922. 

CaIiforniL-For 1924 and 1925, all ..... from annual ~ of State C0n­
troller on II Financial Transactions of Municipalities and Counaa·' and Ietta from 
State ControUerdoted JlUluary 25,1927. For 1926, .. _,,_ fromlerterdatod 
JlUluary 25, 1927. <?ther _ .. timated by ratio 10 IOW_. period vI,ean. 




