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FOREWORL

Although, during the past two years, wider diffusion of
knowledge concerning taxation and public expenditures
has awakened a clearer realization of their importance in
economic and social welfare, and led to a more earnest
consideration of their wise administration, certain basic
problems involved are still far from solution and are likely
to be of continuing interest and concern to the public and
to industry. A prerequisite of any sound solution of these
problems is accurate and- comprehensive information,
made widely available, bearing on the growth and nature
of taxation, public expenditures and indebtedness, and’
their relation to national income. '

For this reason the Conference Board has been engaged
in continuous studies of federal, state and local tax prob-
lems and has issued, among other publications in this
field, two reports entitled, “Taxation and National In-
come” and “Tax Burdens and Exemptions,” which set
forth the results of its original investigations of the
growth in taxation, expenditures and indebtedness and
their relation to tax exemptions and to national income
in the United Stafes and other countries up to the year
1923. The present volume carries these studies forward
through the latest year for which data are available.
The concise and comprehensive picture of the fiscal situa-
tion in the United States which it affords should prove to
be of general interest and educational valuf .a current
discussions of this important problem.

In utilizing this and earlier studies of the Conference
Board which have sought to set forth the facts that are
basic in discussion of the tax problem a word of caution
may not be amiss. A recital of the facts regarding the
phenomenal growth of taxation and public expenditures
in recent decades does not carry with it any conclusive
judgment as to the significance for good or for evil of this
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modern development. Such judgment involves insight
into complex problems of social and economic progress
which cannot be achieved without careful and painstaking
study of such questions as those of the distribution, shift-
ing, incidence and effects of taxation, the productivity of
public_expenditures, the scope and efficiency of public as
contrasted with: private services, and the problem of
international, relations, which has had so great a bearing
on public finance. Neither the facts presented in the
present report or earlier ones, nor any emphasis given in
the presentation to special features of taxation and ex-
penditures, should be taken to imply any judgment by the
Conference Board on the difficult questions to which refer-
ence has been made.

This report is the result of an investigation conducted
by Mr. L. R. Gottlieb and assistants, of the Conference
Board’s Research Staff, under the supervision of the
Board’s Staff Economic Council. :

In the preparation of its studies, the National Industrial
Conference Board avails. itself of the experience and
judgment of the business executives. who compose its
membership, and of recognized authorities in special

- ~felds, in addition to the scientific knowledge and equip-
ment of its Research Staff. The publications of the Board
thus finally represent the result of scientific investigation

" and broad business experience, and the conclusions ex-
pressed therein are those. of the Conference Board as a
body.
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Tax Burdens and Public Expenditures

CHAPTER 1
INTRODUCTION

Not many decades ago, a number of leading economic
writers of the day viewed with alarm the growth of gov-
ernmental activity and condemned public expenditures
as a waste of national resources. This attitude is best
exemplified in the golden maxim of Léon Say, the noted
French economist, that “the very best of all plansof
finance is to spend very little and the best of all taxes is
that which is least in amount.” Collective activities were
considered unproductive in the economic sense and placed
in a category separate from those performed by individuals
in their private capacities. Expansion in governmental
disbursements was almost universally deplored and in
some instances was considered an omen of impending
disaster and national decadence.

As the prevailing economic theories of any given period
are in a sense the product of or are largely influenced by
contemporaneous economic environment, the explanation
for this rather narrow conception of public finance is not
difficult to trace. When monarchies flourished and
royalty controlled the destinies of nations, as in practically
all history up to the seventeenth and eighteenth centuries,
the principal objects of disbursement were { .ntenance
of luxurious courts, with their costly entourages, and
continuous warfare among nations with imperialistic de-
signs. The royal purse was insatiable; maldistribution of
taxation was proverbial; the nobility and the clergy en-
joyed greater and greater exemption while the main burden

ell on the masses, i. e., the peasantry, the artisans and
the large body of urban dwellers. In a period when the

act of taxation was defined as “plucking the goose with
1
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the least ‘amount of squawking” (Montesquieu), con-
siderations of social justice were subordinated to the
practical requirements of the exchequer and the dictates
of a royal will that knew no weapon but force. The eco-
nomic horizon was limited; national resourcefulness grew
slowly in a backward agricultural economy. Progress
made in brief periods of peace was usually more than offset
by destruction of lives and property in recurrent periods
of war. It is small wonder, therefore, that economic
writers of the day looked askance at public expenditure
and that the governmental budget became the object of
criticism and condemnation.

As the democratic spirit develops and as control over
society begins to be vested in the masses on a larger and
larger scale, a change is manifested in the nature, com-
position and totality of the public outgo. Luxurious court
expenditures give place to outlays for objects that benefit
larger numbers. As the industrial revolution extends its
influence and commerce increases, population grows
rapidly and becomes more and more concentrated in large
urban centers. This circumstance in itself makes for in-
crease in tax burdens beyond the levels that existed there-
tofore. Paved streets and roads, piped water, extensive
sewerage systems, street sprinkling and lighting, snow
removal, police and fire protection, traffic regulation, care
of the homeless and sick, and general health and sanitation
measures become more and more customary adjuncts of an
industrialized society. Along with these benefits, atten-
tion is given in increasing measure to the mental, cultural
and intellectual development of all the members of the
nation through compulsory elementary education, through
adequate provision for secondary and advanced education
to all those who wish to avail themselves of the oppor-
tunity, through the establishment of libraries, museums,
biological and zoological gardens, parks, art galleries and
the like. In the United States, opportunities for cultural
unfolding of the more advanced type have been made
available in large measure through private generosity and
benevolence rather than by taxation. Thus,in the school
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year 1919-1920, out of a total of 670 universities, colleges
and professional schools in this country only 109 were
under public control, while 561 were under private control.
The number of students in the universities, colleges and
professional schools under public control numbered
198,876, as compared with 325,878 in those under private
control.!

Increase in governmental functions and growing popula-
tions are not, however, the sole causes for the growth in
public expenditures. Better quality as well as larger
quantity in public services is demanded. It is not only
necessary to provide roads but it is required that they
furnish smooth riding by means of concrete.or asphalt
surfaces. The demand is not only for public school edu- -
cation in any sort of building, improvised or otherwise,
but for .well-ventilated, well-lighted structures that make
an appeal to the artistic sense of the community, and for
adequate equipment and a well-trained staff of instructors.
As wealth and income of nations rise on the great scale
witnessed in the four or five decades preceding the World
War, individuals begin to translate into their conceptions
of public service the grade and quality of services received
in their private capacities. Extreme prosperity breeds
recklessness, extravagance and wastefulness in private
economy. These influences readily infect the public econ-
omy, and once they take hold they are difficult to dislodge.
The political system that has gfown up since the introduc-
tion of democracy among Western peoples does not readily
countenance violent changes in public functions and does
not easily yield to such pressure as operateg~a private
business enterprise, where the condition of tne ledgerim-
mediately determines expenditure policies, and profit is
a dominating consideration.

Still another important factor, albeit insidious and per-
sistent, which explains the rising level of public outgo over
a long period of time, is the falling purchasing power of

money. The increase in supply of gold and credit media
1U. S. Department of Interior, Bureau of Education, Bulletin No. 28, 1922,



4 TAX BURDENS AND PUBLIC EXPENDITURES

has operated to reduce the value of gold and hence to
raise all prices in terms of the common standard. Certain
isolated commodities or services have resisted this ten-
dency and extensive improvements in technology have
more than offset the depreciation of money;! but the
general price level, as regards the vast bulk of commodi-
ties or services exchanged, has nevertheless been greatly
influenced by changes in supply of gold and credit media.
Since governments are purchasers of materials and serv-
ices, human and otherwise, it is inevitable that the
decline in the purchasing power of money be reflected in
the fiscal accounts, although the effect shows a consider-
able lag.

TasLe 1: ArrocaTtep Cost or AMERICAN WaRrs (1775-
1921)

Including prior peace | Excluding prior peace
time disbursementst time disbursementst
Revolution.........ocoevneeaannn. $504,288,328 $504,288,328
Warof 1812...........oooninant. 309,605,729 246,785,373
MexXican.....ooveverennninenannnn 497,916,983 195,087,436
Civil—Union. . .. evoeeeeeeenennnns 12,322,186,601 | - 11,667,533.483
Civil—Confederate................ 1,520,033,632 1,520,033,632
SPANISh. e e et enere s e 3,521,776,681 1,015,554,728
World.......oviiiiiiiiiiiia 33,131,968,757 28,831,689,982
$51,807,776,711 $43,980,972,963

1Exclusive of costs of Indian wars, which bring up the total to $52.6 billions, as in-

dicated in the text.

1That is excluding the cost of preparing for war in the interval betweem wars.

Finally, there is the factor of national defense, which
is by far the largest single source of governmental ex-
pense in most countries of the world. In the United
States defense expenditures by the- Federal Government
amounted to $52.6 billions or 78.9%, of a total expenditure
of $66.7 billions in the 131 years between 1789 and 1920.?
Excluding the cost of Indian wars and minor insurrections,
the total expenditures of the Federal Government on
account of defense are as shown in Table 1.

As far as all civilized nations are concerned, the cost of

!As is illustrated in the price of electricity, for example.
*World Peace Foundation, “A League of Nations,” Vol. IV, No. 4, p. 309.
Includes foreign government debts owing to the United States.
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waging -wars alone from 1793 to 1913 (a period of 120
years), aside from defense expenses in peace years and
interest on war debts, amounted to $24 billions, for which
Europe itself was responsible to the extent of $18.4 bil-
lions.* The World War was very nearly nine times as
costly in actual outlay as all the wars in the previous
120 years.! The cost to the principal nations of maintain-
ing their armies and navies, exclusive of payment of war
expenditures, war debt charges, pensions, annuities, etc.,
is $2.5 billions annually on a peace basis.? These figures
all refer to national governments and do not include
budgets of local governments which are not primarily
concerned with national defense, although in some cases
local governments spend part of their funds.for military
purposes.

tU. S. Treasury Dept., Statement of Liberty Loan Bureau, Nov. 10, 1917,

*The cost of the World War, on a net basis, was $211 billions. E. R. A.
Seligman, “Essays in Taxation,” ninth edition, 1921, p. 757. This figure repre-
sents the cost in terms of “current” dollars, with foreign currencies canverted
at Elnr. In terms of “1913” American dollars, the cost was $81 billions.
Ct. H. E. Fisk, “The Inter-Ally Debts,” Bankers Trust Co., 1924, p. 16.

IE. W. Sells, “The Natural Business Year, etc.,” A. W, Shaw Clt,)., Chicago,
1924, pp. 194-195. For the proportion of total expenditures absorbed by war

charges for individual countries, see Handworterbuch der Staatswissenchaften
(Conrad) Vol. 4, Jena, 1909, pp. 270 f.



CHAPTER II
THE TAX BURDEN IN 1923

In a previous report of the Conference Board,' data
were furnished which showed the increase in the volume
and burden of taxation in the United States up to and
including the year 1922. These figures embraced the
taxes levied not only by the Federal Government but also
by state governments and all their instrumentalities and
subdivisions, such as counties, cities, towns, villages,
school districts, magisterial districts, road districts, sani-
tary. districts, park districts, etc. In the present report,
these data are brought up to date so as to include taxation
figures for 1923, which have recently become available to
the Board as a result of an extensive investigation by its
tax expert both through personal visit and study at the
offices of state and local comptrollers and auditors, state
tax commissions, state equalization boards, etc., and
through correspondence.

MetHoD oF EsTIMATION

Official figures of an exact nature, which would indicate
‘the totality of taxes raised in this country by all govern-
mental authorities, are not made available except at in-
tervals. Data relating to the Federal Government are
published from day to day in the Daily Treasury State-
ment; the day-to-day figures ‘are, however, more general
and hence less useful than the monthly summaries which
furnish full detailed information. Tax data for all states
and for municipalities with a population of 30,000 and
over are published annually or biennially by the United
States Bureau of the Census, which collects them by field
agents and by correspondence; but in some recent years

cooperation between the bureau and all state and local
INational Industrial Conference Board, “Tax Burdens and Exemptions,”

Research Report No, 64, New York, 1923, pp. 7 ff.

6
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disbursing authorities has not been secured. Aside from
the circumstance that such data become available a long
time after the year to which they have reference, they
by no means cover the whole range of public finance.
All cities with a population of less than 30,000, all county
governments, villages, towns, townships, and taxing dis-
tricts of every other description that possess the power to
levy taxes are not covered in the annual or biennial sur-
veys of taxation made by the United States Bureau of the
Census. In 1902, the Census Bureau had included in its
study of wealth, debt and taxation data for these smaller
governmental units not embraced in the annual or biennial
surveys, with estimates wherever data were lacking, but
in 1913 the Census investigation was limited to states, to
cities over 2,500 in population and to counties. In 1922,
the Bureau of the Census again presented complete infor-
mation as to taxes raised by all governmental authorities
in this country, including counties, all towns, cities, vil-
lages and local taxing districts. While in the 1922 census
the bureau thus extended the scope of its tax data as com-
pared with 1913, it made a step backward in failing to
secure any data whatever bearing on revenues other than
from tax sources, or on expenditures for county gov-
ernments and municipalities of over 2,500 in population, .
which had been covered in the 1913 census of wealth,
debt and taxation. In other words, there have been no
data collected since 1913, as to non-tax revenues and total
expenditures of county governments and cities having a
population ranging between 2,500 and 30,000, and no
data since 1902 for the multitude of important taxing
districts with a population of less than 2,504

It is clear, therefore, that the investigator who attempts
to obtain a comprehensive and complete picture of federal,
state and local finance embarks upon a rather difficult and
extensive task, since he must secure his data from hun-
dreds of sources through his own efforts. In some states,
as in Wisconsin, Massachusetts, New York, Connecticut,
etc., the task is lightened by the collection by a central
authority of such information either annually or periodi-
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cally from all the local bodies, but such information
appears rather belatedly and cannot be of full seryice to
those who desire to keep abreast of current developments.
In most states, however, no data are collected by any offi-
cial body, and hence even this measure of assistance is
not available. It is essential, therefore, to pursue an in-
dependent method in order to arrive at figures that will
be reasonably accurate and that will afford an idea of the
status of taxation from year to year.

If local finance is to be covered adequately, it is apparent
that main reliance should be placed on the amount of
taxes levied by these agencies under the general property
tax, since the major portion of their revenues, averaging
90% to 95% in recent years, is derived from this source.
General property tax levies for local government purposes
were secured for 37 states, accounting for 88.9%, of the
total levies in 1922 as reported by the Census Bureau.
Tax revenues, other than from the general property tax,
can be reliably secured from the annual reports of state
auditors, comptrollers, etc., which are published with
reasonable promptness. Various public and private
agencies publish data regarding certain tax revenues, such
as the United States Bureau of Public Roads and the
National Automobile Chamber of Commerce with respect
to license taxes on automobiles and to gasoline taxes. In
using the figures of taxes levied ‘it is realized, of course,
that not all taxes are necessarily paid in the year of levy,
but it should not be overlooked that as far as the real estate
tax is concerned these levies constitute or put a lien on
the property subject to taxation, and that, if the tax is not
paid within the statutory period, the liability to the mu-
nicipality or state is liquidated by forced sale of the
property. It is believed that difficulties due to this factor
will in the long run cancel and offset each other. As far as
possible, an attempt was made to have the tax figures
dovetail with the calendar year.

LocaL GeNERAL ProperTY Tax LEVIES
From Table 2 it is possible to observe the rather large
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TaBLE 2: GENERAL ProPERTY Tax LeEvies ror LocaL
GoverNMENT Purposks, 37 StaTEs
(National Industrial Conference Board)

Total
State
1923 19220 Per cent
Arizonal..........cooiiiiiia. $12,203,416 $10,883,855 | 12.1
California®............ovvnvnn., 147,248,218 120,609,678 | 22.1
Coloradot........cooovvvnvunnnn.. 36,148,042 35,008,592 | 3.3
Dist. of Columbia®................ 13,961,902 12,712,754 | 9.8
Florida®........ooovvnuvvnnnian 20,443,285 17,279,660 | 18.3
Georgial......covevninenniinen.n, 30,467,469 29,715,000 | 2.5
IMlinots®, ...oveveviniinieennenann. 266,890,722 247,659,237 | 7.8
Indiana®.......................e. 112,755,278 103,789,859 | 8.6
Jowa. ... .oooviiiiiiiinn..,, 94,358,720 93,284,878 | 1.2
Kansas!...............oo0iviale 67,272,920 63,470,973 | 6.0
Kentucky®.................c.... 15,947,439 15,133,743 | 5.4
Loutsiana®®. ...................... 33,817,759 31,348,150 | 7.9
Maine, . ....... e 19,780,506 18,575,606 1 6.5
Maryland®....................... 36,840,578 34,518,984 | 6.7
Massachusetts®. ................. 155,673,316 150,779,795 | 3.2
154,091,831 142,917,440 | 7.8
102,804,419 98,723,056 | 4.1
63,632,769 60,702,567 | 4.8
25,865,053 25,106,030 | 3.0
46,875,667 46,091,368 | 1.7
3,851,565 3,817,768 | 0.9
New Hampshire®................. 14,120,913 13,559,801 | 4.1
New Jersey®......... (.......... 131,217,188 121,581,109 | 7.9
New York®...................... 456,272,126 428,890,823 { 6.4
North Carolina®.................. 11,818,280 10,964,738 | 7.8
North Dakota®................... 26,035,377 | = 26,536,130 | ~1.9*
Ohio®,........oovvieiiiiinnnn.. 229,541,868 208,266,358 | 10.2
Oregon™......coocvviviinunin.nt 32, 201 891 31,097,717 | 3.6
Pennsylvania®................... 243,410,833 234,709,754 | 3.7
Rhose Island®.................. 18,327,746 17,398,876 | 5.3
South Carolina® 14,351,528 12,915,683 | 11.1
Utah®, . ........c.oiiiiiiiiin... 16,516,380 12,063,516 | 36.9
Vermont®, ... 8,769,129 7652478 | 14.6
Washingron®..................... 52,709,919 44 650 | 6.4
West Vlrglma" ................... 42,346,018 37,610,324 | 12.6
Wisconsin®.................o.. 94,897,776 90,893,562 | 4.4
Wyoming®....................... 7,992,820 8,419,820 | -5.1*
Total, 37 states. ............... $2,361,460,666 | $2,674,239,332 | 7.0

Footnotes to Table 2

1The figures in this column are taken from the National Industrial Conference Board,
Research Report No. 64, “Tax Burdens and Exemptions,” page 10. Some figures have
been revised in accordance with final data as received from official sources,

tLetter of State Tax Commission dated Dec. 12, 1923.

'llaetcct of State Controller, dated Feb. 5, 1924, County and special district taxes
only.
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increase in taxes levied in 1923 for local government pur-
poses under the general property tax, exclusive of the
amount for state purposes. Taking the leading manufac-
turing states, it is found that in New York the local gen-
eral property taxes levied increased from $428.9 millions

Footnotes to Table 2—continued

4Letters of the State Tax Commission dated May 20, 1924, and Nov. 20, 1924.

tLetter of Commissioner of District of Columbia, dated Oct. 30, 1924.

*Report of the State Comptroller, Year Ending Dec. 31, 1923, pp. 160-161. Includes
county and special district taxes only. -

"Tenth Annual Report of State Tax Commission 1923, p. 11 and U. S. Census Bureau
releases on tax levies for 1922, .

8Letter of State Auditor dated Oct. 30, 1924. Figures for 1922. as ascertained in
person by the Board’s tax expert.

*Inclusive of taxes collected by 12 cities that do not report to the auditor. Letter of
State Board of Tax Commissioners dated May 19, 1924.

©Compilations furnished by the State Auditor, “Valuation and Taxes, 1924.”

1Compilation furnished with letter of State Tax Commission dated Jan. 29, 1924.

2From a blueprint chart prepared by the *State Tax Commission, Jan. 15, 1924.
Data for county governments only.’ '

. BIncludes parish, road, school, levee, drainage and miscellaneous levies but no muni-
cipal taxes other than those of the City of New Orleans. Seventh Annual Report of the
Louisiana Tax Commission for 1923, p. 283.

‘uLetters of the Board of State Assessors, dated Jan. 23 and 26, 1924.

150n the basis of fizures collected by the Board’s investigator in connection with the
forthcoming report on “The Tax Problem in West Virginia.”
5 l"Lesttelr; 2o4f the Commissioner of Corporations and Taxation of Dec. 12, 1923 and

une 6, .
19“2’4Compila.tion furnished in letter of State Board of Tax Commissioners dated Feb. 19,
#Data furnished by the State Tax Commission.

“County governments only, including City of St. Louis. Letter of State Auditor
dated Dec. 12, 1923.

wl etter of State Board of Equalization, June 27, 1924.

1Annual Report of State Tax Commissioner, 1923,

L etter of State Tax Commission dated Jan. 9, 1924,

sLetter of State Tax Commission dated Dec. 11, 1923, )

u]ncluding bank, poll and dog taxes. “Summary of Taxes Levied for the Year 1923,”
issued by the State Board of Taxes and Assessments,

sAnnual Report of State Tax Commission 1922, pp. 398-9, and letter of State Tax
Commission, dated Sept. 25, 1924.

®Annual Reports of State Auditor, 1922, p. 192 and 1923, p. 204. Data far county
governments only. ' .-

vLetter of State Tax Commissioner dated Feb. 26, 1924,

8Compilations furnished by State Tax Commission,

»Data furnished with letter of State Tax Commission dated Jan. 26, 1924.

®Data enclosed with letter of the Director of the Bureau of Statistics and Informa-
tion, Department of Internal Affairs, dated Dec. 12, 1923, Includes licenses.

sl etter of the Board of Tax Commissioners dated Dec. 13, 1923. .

2ncludes county and school district taxes only and polls. Report of the Comp-
troller General of South Carolina, fiscal year 1923, pp. 67-68 and 1922, pp, 59-61,

uletter of the State Board of Equalization and Assessment dated May 20, 1924.

uLetter of State Commissioner of Taxes dated Dec. 13, 1923. .

sCompilation furnished in letter of Division of Municipal Corporations, Feb. 11,
1924,
®Data furnished by State Tax Commissioner. . .
Data furnished in letter of State Tax Commission dated Dec. 14,1923,and bulletins
of the Tax Commission. .
" sLetter of the Public Service Commission dated May 20, 1924.

*Per cent decrease. :
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in 1922 ‘to $456.3 millions in 1923, or.6.49,; in Penn-
sylvania, from $234.7 millions to $243.4 millions, or 3.7%;!
in Illinois, from $247.7 millions to $266.9 millions, or
7.8%; in Massachusetts, from $150.8 millions to $155.7
millions, or 3.2%; in Ohio, from $208.3 millions to $229.5
millions or 10.2%,; in New Jersey, from $121.6 millions to
$131.2 millions, or 7.9%; in Michigan, from $142.9 mil-
lions .to $154.1 millions, or 7.8%; and in Indiana, from
$103.8 millions to $112.8 millions, or 8.6%. .More striking
is the fact that the levies of general property taxes showed
an increase in agricultural states in 1923, whereas a de-
crease or a stationary situation was reported in most such
states in 1922, as compared with 1921. This condition is
mainly found in Kansas, California, Washington, Oregon,
Florida, Iowa, Minnesota, North Dakota, Utah, Colorado,
Louisiana, Kentucky, North Carolina, South Carolina
and Georgia.

VoLuMe oF TaxatioN iN 1923

The volume of taxes raised in the year 1923 reached
$7,716 millions, as against $6,961 millions* in 1922, an
increase of $755 millions or 10.89,. On a per capita basis,
the contribution of each man, woman and child for the
support of federal, state and local governments in this
country was $69.72 in 1923, as compared with $63.72 in
1922, The average amount of taxes paid per family was
$298.74 in 1923, as compared with $273.98 in 1922, and the
average amount of taxes paid per person gainfully em-
ployed, sixteen years of age and over, was $183.14 in 1923,
as against $167.01 in 1922. The absolute and per capita
figures are indicated in Tables 3 and 4, rechJ:vely'.

In-the calendar year 1923, the Federal Government
raised $3,223 millions in taxes, as against $2,802 millions
in the preceding year, an increase of 15%. In arriving at
the net tax figures, additional assessments were included,-
and refunds, abatements and credits granted during the
year were deducted. To be sure, the additional assess-
ments and refunds are on account of previous years’ taxes,

Includes licenses collected by county officers,
$Revised figures, after taking cognizance of federal tax refunds.
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"TaBLE 3:  Taxation aND NationaL Itcome, UNITED

StaTES'™
(National Industrial Conference Board)

(Figures in millions of dollars)

1890 1903 1913 1919 1921 | 1922 1923

Federal taxes. $374] - 3521 $663 $5,(5)g9 $4,430| $2,802| $3,223
(Y

State taxes... 96 . 155 - 307 783 858 892

Local taxes... 405 706 -1,219f 2,395 3,150 3,301| 3,601
All taxes. .. - $875 $1,382 $2,194) $8,034|. $8,363| $6,961| $7,716

National in- :
come....... $12,082) $20,500| $34,400; $66,251 $50,000( $58,500{ $67,000

Taxes as per]
cent of na- i . .
tional  in- \
come....... 7.2%| 6.7% 6.4%| 12.1%| 16.7%| 11.9%| 11.5%

tFigures for 1903-1922 taken from National Industrial Conference Board Research
Report No. 64, “Tax Burdens and Exemptions,” p. 13, with 1922 federal figures revised
_ to take cognizance of refunds of taxes. Figures for 1890 represent those of the U, S.

Census Bureau, “Wealth, Debt and Taxation,” Part II, 1890, p. 409.

National income figures for 1890 taken from W. I. King, “Wealth and Income of the
American People,” 1915, p. 129; and 1902 estimated on the basis of the figures for 1900
- and 1910; income figures for 1913 and 1919 taken from National Bureau of Economic
Research, “Income in the United States,” Vol. 1, p. 64 ff.; remaining-income figures
represent estimates of the Board.

TasLe 4: Taxes per Carita, UNITED STATES
(National Industrial Conference Board)

- 1890 1903 1913 1919 192% 1922 1923

Federal....... $5.93| $6.43| $6.92| $48.27] $41.08] $25.65 $29.12
State......... 1.52 1.91 3.18] 5.43] 7.26f .85 8.06
Local......... [ 6.42| 8.72| 12.63] 22.81] 29.21] 30.22| 32.54

Total....... $13.88] $17.07| $22.73 $76.51] $77.55| $63.72| $69.72
National in- ] .

come.......| $191.61( $253.14] $356.43| $630.94| $463.68| $535.48| $605.44
Taxes as per|

cent of na-

tional in-

come....... 7.2% 6.7%| 6.4%| 12.1%| 16.7%| 11.9%| 11.5%

but they must nevertheless be taken into consideration in
the year in which they appear as an actual debit or credit
on the tax collector’s books in order to arrive at the net
amount which the American people contributed in taxes
toward the maintenance of the Federal Government.
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From $374 millions or $5.94 per capita in 1890, taxes
collected by the Federal Government had increased to
$668 millions in 1913 or $6.92 per capita, an increase of
less than 809, in the absolute amounts. Thereafter,
federal taxes rose rather.slowly at first but more rapidly
after we entered into the World War, until, in 1919, the
amount was $5,069 millions.and in 1921, $4,430 millions.

More important than federal taxes, however, are the
amounts exacted annually for the support of state and
local governments, since the latter now constitute the
larger proportion of the total tax bill of the nation. Taxes
raised for state governmental purposes increased from $96
millions in 1890 to $307 millions in 1913, more than a two-
fold increase. In 1919, taxes collected by states for their
own use rose to $570 millions, in 1921 to $783 millions, in
1922 to $858 millions, and in 1923 to $882 millions. The
increase between 1922 and 1923 was 2.89,. Taxes raised
by all other authorities having the power to levy taxes and
disburse public funds, termed “local,” amounted to $405
millions in 1890, rising to $1,219 millions in 1913, a two-
fold increase. By 1919, the local tax burden had grown
to $2,395 millions, by 1921 to $3,150 millions, by 1922 to
$3,301 millions and by 1923 to $3,601 millions. Thus
state and local taxes have continued to rise steadily.

The total tax bill of the nation increased from $875
millions in 1890 to $2,194 millions in 1913, $8,034 millions
in 1919, $8,363 millions in 1921, $6,961 millions in 1922
and $7,716 millions in 1923. The volume of taxation for
federal, state and local purposes was three and one-half
times as high in 1923 as ten years earlier, while population
increased approximately only one-seventh in this period,
the value of wealth rose about four-fifths and the wholesale
price level rose only one-half.

Taking the year 1913 as the standard and expressing
all figures in terms of dollars' of the common purchasing
power in that year (on the basis of the index number of
wholesale prices), it is found that the total amount of
taxes raised by all government authorities in this country
has grown from $1,080 millions in 1890 to $2,194 millions
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Cuart 2: Per Carita ToraL TaxaTioN, UNITED STATES
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in 1913, $3,900 millions in 1919, $5,689 millions in 1921,
$4,739 millions in 1922, and $5,010 millions in 1923. It
thus appears again, even on this basis, that the recession
in the volume of taxation in 1922 was short-li{.., and that
an upward tendency was again indicated in 1923 which,

from preliminary figures at hand, is likely to continue in
1924.

ImporTANCE OF LocaL TaxaTion

Before the war, state and local taxation in bulk had
played a more important réle in the total tax bill of the
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nation than, federal taxation, but during the war state
and local government needs were submerged beneath the
huge requirements of the Federal Government, with the
result that the former assumed a subordinate position.
After the Armistice, federal taxation continued to rise,
but two years later, especially after the adoption of the
budget system, thé axe of economy was applied, and this,
coupled with the depression in business in 1920 and 1921
and a reduction in earning power on a basis of which the
revenues of the Federal Government are largely deter-
mined, served to lower the tax burden considerably.
Meanwhile, state and local governments, no longer feeling
the urgency of restricting their outlays and somewhat
stimulated by favorable borrowing rates, embarked on
elaborate road-building programs. Ambitious improve-
ment projects have also been undertaken on no small
scale, causing not only an increase in current tax burdens
but large accretions in bonded indebtedness. With rents
at a high level, due primarily to the scarcity of housing
facilities, assessed valuations of municipal real estate have
been considerably raised, which circumstance has enabled
local governments to increase tax burdens beyond the
point which would have been permitted by means of in-
creased tax rates alone.

Before the war the amount of taxes raised by state and
local governments constituted about seven-tenths of the
total tax bill. During the war this ratio had declined, but
‘by 1921 the percentage raised by state and local govern-
ments represented one-half of the total. In 1922, the ratio
of taxes levied by state and local governments to the total
taxes was 60% and in 1923 it was 589, thus indicating
the importance of state and local tax burdens in recent
years.

REeLaTion or Taxes To NaTionaL INcoME

Inasmuch as all taxes must ultimately be paid out of
the national income, either of past or current origin, it is
clear that the best index of the burdensomeness of taxation
is its relationship to national income. ( By national income



TAX BURDEN IN 1923 17

is meant the aggregate value of all commodities and
services produced in the country-by all persons, physical
and juridical, or obtained from abroad for their use, includ-
ing products of the farm consumed by farmers and rental
value of homes occupied by their owners, but excluding
goods or services for which no price is commonly paid, as
for example, the services of housewives. This aggregate
is a net amount after duplications have been eliminated
and maintenance and depreciation charges have been
deducted. The estimate of national income in 1923 was
based on the figure reported for 1922 in a previous report,*
with changes as indicated, group by group, by new data.

‘According to these computations, as shown in Table 3,
the national income in 1923 was $67 billions, as compared
with $58.5 billions in 1922, an increase of 14.5%. On the
basis of scattered data already available for portions of
the year 1924, it appears likely that the national income in
the latter year will show a recession as compared with
1923. Taxes of federal, state and local governments repre-
sented, therefore, 11.59, of the national income in 1923,
as compared with 11.99,?in 1922, 16.79, in 1921, 12.19,
in 1919, and 6.49%, in 1913.

Thus about one-eighth of the national income now goes
toward the support of governmental authorities in this
country as compared with one-sixteenth before the war.
Because of the likelihood that national income in 1924
will be lower than in 1923 and in view of the continued
rise in the volume of state and local taxation which is
likely to offset the amelioration in federal tax burdens, it
is probable that the ratio of taxes to national income will
be higher in 1924 than in the yearimmediate}u=-eceding.

It may be contended that a materially larir portion of
our entire tax revenue is now devoted to the payment of
pensions and of interest on the public debt than in pre-
war years. These latter items go to swell the totality of
national income and hence do not detract from the funds
available for industrial uses. Investigations indicate that

'Research Report No. 64, 0p. cir., 1923, p. 13.
*Revised figures.
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the rates of increase in the gross and net burden of taxation
do not differ widely. In 1913, the federal, state and local
“governments disbursed $208 ‘millions on account of pen-
sions and $224 millions for interest on public indebtedness.
In 1923, these amounts were respectively $330 millions
and $1, 447 millions. After deducting these respective
amounts from the national tax burden for the years in
question, it is found that the increase in the revenue taken
away from industrial uses was 2379%, compared with a
growth of 2529 in the gross amount of taxation during the
same period. The facts indicate, therefore, that measured
in terms of dollars, the volume of taxation on industry,
using this term in its widest sense, was in 1923 three and
one-half times as high as it was in 1913 and, measured in
terms of comparable purchasing power, this burden was
two and one-half times as high as it was in 1913.

In 1890, all taxes represented 7.2%, of the national in-
come; in 1903, 6.7% and in 1913, 6.4%. This declining
tendency was more or less discernible throughout the in-
dustrial world, for national wealth and income had been
growing faster than the volume of taxation. Increased ap-
plication. of the engineering sciences to industry, large-
scale production and rapid substitution of machinery for
man-power, coupled with the slow but continuous rise in
prices, had all operated to unlock the natural resources of
nations, enhance productivity per man and increase the
national income more rapidly than the growth'in require- -
ments of government. No writer has perhaps stated this
phenomenon in more picturesque language than Macaulay,
‘who quotes British statesmen as follows:

“ ‘A million a year will beggar us,” said the patriots of
1640. ‘Two millions a year will grind the country to
powder,” was the cry in 1660. ‘Six millions a year and a
debt of ten millions!’ exclaimed Swift; ‘the high allies have
been the ruin of us.” ‘A hundred and forty millions of
debt!’ .said Junius: ‘well may we say that we owe Lord
Chatham more than we shall ever pay, if we owe him such
a load as this.” “Two hundred and forty millions of debt,’
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cried all the statesmen of 1783 in chorus; ‘what abilities or
what economy on the part of ministers can save a country
so burdened #* . .

“Such was the origin of that debt which since has be-
come the greatest prodigy that ever perplexed the sagacity
and confounded the pride of statesmen and philosophers.
At every stage in the growth of that debt the nation has
set up the same cry of anguish and despair. At every stage
in the growth of that debt it has been seriously asserted by
wise men that bankruptcy and ruin were at hand. Yet still
the debt went on growing; and still bankruptcy and ruin
were as remote as ever . . '

“The prophets of evil were under a double delusion.
They made no allowance for the effect produced by the in-
cessant progress of every experimental science and by the
incessant efforts of every man to get on in life. They saw
the debt grow, but they forgot that other things grew as
well as the debt. They greatly overrated the pressure of
the burden. They greatly underrated the strength by
which the burden was to be borne.”

Whether or not past experience is always a reliable guide
for what may be expected in the future, is an open ques-
tion. The powers of man are so impossible to measure and
yet so prodigious as to defy any attempts at prophecy.
It suffices that the burden of taxation is on a much higher
level than before the war in this country as well as prac-
tically all over the world, and that it will take a genera-
tion or so before any hope of material reductions in these
burdens can reasonably be entertained. Current observa-
tion and analysis would not appear to support such a
sanguine view of the probable trend of nationd. income and
prosperity in the near future as was possible in the decades
immediately preceding the World War. In the measure

- that nations of the world in which the industrial revolution
had made headway quickly recover from the terrific shock
to their economic structure caused by the recent world
conflagration, their burden of taxation will be correspond-

'Macaulay, “History of England,” edited by C. H. Firth, London, 1914,
Vol. V, Chapter 19, pp. 2, 283-6.
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ingly mitigated; but whether or not this improvement will
be nullified by another conflict, time alone will tell.

InTERNATIONAL TAax COMPARISONS

In Table 5 below, the fiscal effort of the United States
is compared with that of Great Britain and France. These
figures show the relationship between national and local
taxation in each of the three countries and their respective
national incomes. The list was not extended to embrace
other countries because of the lack of local tax data or
reliable income figures, and in some cases because of un-
stable currency conditions. All figures of taxes and na-
tional income are expressed in terms of native currencies,
because no valid method exists whereby they may be
translated into a common currency.?

From the compilation below it may be ascertained that
the real burden of taxation, as measured by the relation
of all taxation to national income, was twice as heavy in
Great Britain as in the United States in the latest fiscal

TaBLe 5: ComparisoN ofF TaxaTtioN anNp NATIONAL

Income, UNITED STATES, GREAT BriTAIN AND FRANCE
(National Industrial Conference Board) .

(Figures in millions)

191319144 ' 1923-19244
Country and unit of - A\, A —
currency A Ratio of 3 Ratio of
Taxes | Hotonal | tonal | Taxes | Natome! | Saconad
mcome income
1. United States (dollars).. L
Federal........ e 668 vee 194 |3,223 cees 4.81
State............... 307 cees .89 892 e 1.33
Local............... 1,219 e 3.54 (3,601 [ .... 537
Total........... 2,194 | 34,400 6.37 | 7,716 | 67,000 |- 1151
2. Great Britain (pounds).| .
National. ......... 164.1 iei 7.13. | 718.12 Ceee 18.90
Local............. 92.7 ... | 403 |[163.0% | .... 4.29
Total........... 256.8 2,300 | 11.16 | 881.1 3,800 | 23.19
3. France (francs)........
National............ 4,0055 veee 10.54 20,4915 | .... 14.64
Local.......c....... 1,059 s 2.79 | 2,732¢ Ce 1.95
Total............. 5,064 38,000 | 13.33 (23,223 [140,0007| 16.59

1Cf. L. R. Gottlieb, “A Tax Paradox,” Fournal of Political Economy, Vol.
XXXI, No. 5, October, 1923, p. 744 ff.
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period, and that of France was one-half heavier. Great
Britain and France had, however, a much heavier burden
of taxation before the war than the United States, the
ratio of taxes to national income being 6.4% for the
latter as compared with 11.29%, for Great Britain and
13.3% for France. This circumstance was largely due to
the relatively high debts with which the latter two coun-
tries were burdened, and the slower rate of growth in na-
tional income. The increase in the real burden of taxation
since the war has been 809, for the United States, 1079,
for Great Britain and 259, for France.

Footnotes to Table 5

tFiscal year March 31, 1914, and March 31, 1924, for United Kingdom and calendar
year 1913 and 1923 for France and United States. Unless otherwise indicated, figures
for the pre-war year are taken from the Board’s Research Report No. 55, “Taxation
and National Income,” pp. 29, 30, 36 and 77.

3As British Treasury returns.

'Pul?::ncnnry Debates, May 27, 1924, p. 214. In 1923, the amount of licenses not
rming through Local Taxation Account was £1,210,000 for England and Wales only.

n Scotland the revenue from this source was negligif)lc. Cf. Fourth Annual Report of
the Ministry of Health, 1922-1923, Cmd. 1944 (S.P.C.), p. 146. Pre-war figures refer
to United Kingdom, including all of Ireland; post-war figures refer to United Kingdom,
excluding Irish Free State.

sEstimate of the (London) Economist, Oct. 4, 1924, p. 520. The net national income,
after deduction of interest on internal debt and of pensions, was placed at £3,470 mil-
lions, which ap, to be close to Mr. Edgar Crammond’s estimate of £3,300 millions.
Cf. (London) Ecomomist, Nov. 1, 1924, p. 692.

*Ministre des Finances, Bulletin de Statistique et de Législation Comparée, Dec.
1923. From the amount thus reported there was deducted 38 million francs, estimated
to be the amount representing essentially fees and included in *“taxes assimilées” for
state purposes. Cf. Bulletin de Statistique, 76/d., January, 1924, pp. 61 ff. Net receipts
from monopolies in 1913 were secured from Bulletin de Statistique, #67d.,Vol. 83, June,
1918. In “Project de Budget pour 1923,” the coefficient of exploitation (i. e., ratio of
operating expenses to income) was stated for the tobacco monopoly at 20.0% in 1913
and 38.1% in 1921, and for the match monopoly, respectively, 28.2% and 50.5%. No
details were furnished as to the gunpowder monopoly. Cf. Bulletin de Statistique et
de Législation Comparée, Vol. 91. p. 855. No audited figures as to monopolies
have been available since 1913, Hence, the coefficient of exploitation for 1921 was ap-
plied to the gross receipts in 1923 to arrive at the net profit from the monopolies which
assume the form of a tax upon consumers. The profit is probably less than the figures
seem to indicate, since government accounting fails to take into cong <ion deprecia-
tion of equipment and structures, but in the absence of specific data th} .vove ratios were
employed. The coeflicient of exploitation of the match monoﬁoly as applied also to
the gunpowd poly, in the ab of specific data, but the probable error on this
account is not serious since the total gross receipts from this source were only 61,000,000
francs in 1923,

sDirect taxes as levied. Comparison of levies with actual collections for previous
years indicates that uncollected taxes, if any, are a negligible proportion of the total
amount levied. Bulletin de Statistique, op. ¢if., Dec, 1923, ross receipts from the
octrois duties in 1922 were 500,319,945 francs, Bulletin de Statistique et de Législation
Comparée, Jan. 1924, p. 39, Receipts from this source in 1923 were estimated on the
basis of the increase shown over 1922 for ten cities, including Paris (collecting two-fifths
of the total), which collected approximately one-half of the total reported for 1922,
Cf. Bulletin de Statistique Générale de la France, July and October, 1923, and January
and April, 1924, '

Y(London) Ecomomist, March 15, 1924, p. 576.




CHAPTER III

EXEMPTIONS FROM TAXATION

Closely intertwined and correlated with the problems
arising out of the growth in burdens of taxation is the
matter of their equitable distribution. A given volume of
taxation may at one time bear more heavily on those least
able to pay than the same volume of taxation at another
period, thus reducing the standard of living of the major-
ity, while the relationship with other economic factors
remains undisturbed. -If, in raising a given amount by
taxation, the alternative were between a highly graduated
personal income tax and a general sales tax, it is clear that
the burden of taxation resting on the political unit as a
whole would be the same under either proposal, other
things being equal, but it is also patent that the distribu-
tion of the tax burden would be different under the two
plans. If means of avoiding the higher surtax rates of the
personal income tax did not exist, such as through invest-
ment in tax-exempt securities or the creation of trusts,
and the tax were universal, sound economic theory sup-
ports the view that it would not ordinarily be shifted to
others. On the other hand, a general sales tax would most
likely be shifted either entirely or in greater part, depend-
ing upon certain factors. Thus, knowledge of conditions
affecting the distribution of taxation is of ranking im-
portance with quantitative facts relating to the volume of
taxation. ) v

Among other factors, exemption from taxation vitally
affects the distribution of the tax burden. It will be found
in income tax systems as well as under the general prop-
erty tax; in the one case, certain incomes are exempt and
in the other case the income-producing asset, i. e., wealth,
is freed from the obligation to contribute toward the sup-

port of the state. Some of these exemption measures may
22
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be desirable from the practical and administrative point of
view. They may be politically expedient and may be the
outgrowth of the clash between certain social and political
forces. Other exemptions may be accorded on the grounds
of general social and cultural utility. In all such cases it
should nevertheless be borne in mind that government
must receive its support from the members of the nation
year in and year out and that in so far as the owners of
certain kinds of property and recipients of certain amounts
or forms of income are exempt from the obligation to con-
tribute regularly toward the support of the state, the
burden of maintaining government falls upon the remain-
ing property and incomes.

ProprerTY EXEMPTIONS

According to the U. S. Census Bureau figures, in Table
6, the true value of real property and improvements exempt
from taxation in this country reached $20.5 billions in
1922, as compared with $12.3 billions in 1912, $6.8 billions
in 1904 and $6.2 billions in 1900. The larger part of the in-
crease probably represents additions of new property ex-
empted rather than enhanced valuation of property al-
ready enjoying this privilege. It is highly probable that
the values of exempt property err on the side of under-
statement, since there is little incentive on the part of local
assessors to bring these figures in line with up-to-date valu-
ations. The list embraces real property of federal, state
and local governments; that held by charital}—eligious,
benevolent, eleemosynary, humanitarian and'educational
institutions; the property of scientific, literary, historical
and temperance societies, public and private libraries,
credit unions, building and loan associations, medical so-
cieties, cooperative associations, fraternal organizations,
cemeteries, observatories, vessels in ocean trade, hotels,
dwelling houses, buildings, household personalty, property
of ministers, widows, orphans, etc. The condition and
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TaBLE 6:. REAL PrOPERTY AND IMPROVEMENTS, TAXED

anp Exempr, 1922

Ratio of

Taxed ' Exem
State (thousands) (thousag:ls) taxe:(?;lx?:pgty

- (per cent)

Uhited States, total .............. $155,908,625 $20,505,819 13.15
1,308,247, 111,625 8.53

659,158 156,436 23.73

1,401,328 79,829 5.70

7,378,687 982,035 13.31

1,388,818 369,628 26.61

2,580,042 444,441 17.23

290,241 38,134 13.14

796,475 478,424 60.07

1,440,203 111,510 7.74

1,783,798 170,938|  .9.58

: 621,819 276,356 44 .44
Ilinois..........oooveiiiiina, 11,526,881 1,041,845 9.04
Indiana.............c..oo ol 4,161,777 493,012 11.85
Jowa...oooviiiiaiiiiiiiiii .. 6,858,269 315,282 4.60
Kansas,...oooveveerenenannenae. 3,527,241 269,233 7.63
Kentucky 1,683,911 181,028 10.75
Louisiana. . 1,351,902 179,333 13.27
Maine.....oovvvnerenininaane.. 932,221 87,725 9.41
Maryland.............ooiniaot. 1,719,338} 248,951 14.48
Massachusetts................... 6,070,427 1,085,683 17.88
Michigan................ocoolal 5,275,505 514,974 9.76
Minnesota......c.vvveininnniainns 4,893,375 310,833 6.35
Mississippl. oo coveeiiiaennennnn.. 1,042,435 96,524 9.26
Missourt. ...ovevneiiniinan... 5,426,340 369,966 6.82
Montana........cocoveniininan... 990,777 233,158 23.53
Nebraska...........oovivienn 3,338,929 191,726 5.74
Nevada............. N 154,865 100,604 64.96
New Hampshire.................. 574,145 90,823 15.82
New Jersey.......ooooviiiint 5,225,946 624,621 11.95
New Mexico 326,232 114,540 35.11
New York......... 16,741,770 4,016,064 23.99
North Carolina.... 2,209,432 161,933 7.33
North Dakota 1,325,430 300,533 22.67
Ohio......coovvnviiiiinnan 9,239,962 936,335 10.13
Oklahoma....................... 1,706,556 366,399 21.47
Oregon. ......... P 1,729,357 360,154 20.83
Pennsylvania.................... 13,249,458 1,664,665 12.56
Rhode Island............ B .. 801,799 110,620 13.80
South Carolina................... 1,073,758 116,186 10.82
South Dakota.................... 1,890,843 181,775 9.61
Tennessee......ooveneueennennnns 2,246,710 252,668 11.25
Texas.....ooovviiiiiiiiininin 5,564,437 398,169 7.16
Utah........ooooviiiiiiinen 620,856 174,191 28.06
Vermont.......ccvvevienennvnnas 352,521 42,849 12.16
Virginia....... .. e 2,422 957 349,416 14.42
Washington, ..................... 2,831,228 426,071 15.05
West Virginia..........oovnvnnen, 3,019,133 231,560 7.67
Wisconsin,............. PP 3,889,870 320,484 8.24
Wyoming......c.cocvivvininn. 263,216 326,530 124.05

1Figures of United States Bureau of the Census.

Preliminary figures.
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degree of exemptions varies from state to state, as indicated
in a previous report.! '

As of 1921, the Conference Board had independently
estimated the value of exempt real property and improve-
ments at $18.4 billions, exclusive of exempt property in the
District of Columbia and of the national forests.? Th-
ratio of the value of exempt to taxed real property and im-
provements rose from 11.7%, in 1912 to 13.2%, in 1922.
The average annual increase in the value of legally ex-
empt property between 1912 and 1922 was 6.7%,.-

The significance of real property exemptions differs in
the various states; in some this problem is more acute than
in others. In western states, where the national forests of
the Federal Government are especially to be found, the
ratio of exempt to total real property is by this circum-
stance enhanced to an extraordinary degree, amounting to
1249, in Wyoming, 44%, in Idaho, 65%, in Nevada, 35%, in
. New Mexico, 28%, in Utah and 219, in Oregon, as will be
observed from Table 6. The land and timber of the na-
tional forests have recently been appraised by the U. S.
Forest Service at above a billion dollars, exclusive of in-
tangible values. While technically the national forests are
exempt from the annual levy upon all other propertyin .
the states where the forest preserves are located, it must
nevertheless be remembered that the Federal Government
contributes to the local coffers voluntarily, which should

be construed as a subvention or grant in lieu of taxes.
Congress has provided, since the inception of its conserva-
tion policy, that 259, of the gross revenues from the sales
of timber, privilege of raising live stock on tlte.la.nd and
other uses is to be paid to the separate states il. which the
national forests are respectively situated, for the benefit
-of school and road funds. Furthermore, an additional
109, is appropriated under permanent legislation for con-

National Industrial - Conference Board, “Tax Burdens and Exemptions,”
Research Report No 64, Chapter V, and Appendices A and B.

National Industrial Conference Board, ‘‘Tax Burdens and Exemptions,”
Research Report No. 64, p. 71. The two were excluded because the Federal -

Government contributes toward the support of local governments within whose
jurisdiction the federal property is located.
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struction and maintenance of roads and trails in the na-
tional forests, thereby providing a means of communication
which would otherwise have had to be maintained by local
.governments or would not exist at all. These contribu-
tions are held to be greater than any local community
could have hoped to secure permanently under the general
property tax, were the land held under private ownership.!

A similar situation exists in the District of Columbia,
where the ratio of exempt to taxable property is high, viz.,
60% in 1922. By far the larger portion of exempt property
in the District of Columbia represents real estate, improve-
ments and personal property of the Federal Government,
and while the latter is legally exempt from taxation, the
Federal Government nevertheless makes due compensation
for this privilege, defraying a fixed proportion of the Dis-
trict’s expenses through regular appropriations.

Barring the states in which this peculiar situation pre-
vails, it 1s found that New York ranks highest among all
the states in the ratio of exempt to taxable property, with
24.0%. Other states whose ratio of exempt to taxable
property is high are: Massachusetts, 17.9%,; Connecticut,
17.29%; Delaware, 13.19,; Louisiana, 13.3%; Maryland,
14.5%; New Hampshire, 15.8%; Pennsylvania, 12.6%;
Rhode Island, 13.8%; and Virginia, 14.4%,.

Real estate and improvements do not, however, exhaust
the list of property legally freed from the burdens of state.
A vast amount of personal property is by law exempted
from taxation, such as securities issued by federal, state
and local governments and personal property of institu-
tions, associations, organizations, etc., whose real property
is exempt, whether in the form of intangibles or otherwise.
The practice with respect to the taxation of public securi-
ties varies considerably with the issuing authority. Federal
Government securities are exempt from state and local
taxation and vice versa; yet the Federal Government now
taxes the bulk of its own securities for federal revenue

purposes, while some of the states, such as Pennsylvania,
L etter of the U, S. Forest Service, dated March 28, 1923.
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tax the securities of local governments within their juris-
diction for state revenue purposes.

If to the total of real property exempt from taxation
were added the vast amount of personal property repre-
sented in the security holdings of foundations and endow-
ments and in government securities, it may be estimated
that the value of property legally exempt from taxation
reaches the stupendous figure of $55.5 billions, the prin-
cipal and income of which are beyond the reach of the tax
collector of state and local governments. This figure is
net, after cognizance is taken of duplications in the case
of individuals and institutions and in that of government
securities held in public sinking funds.

What portion does this total of exempt property bear
to our wealth ? It would be interesting and instructive to
relate exempt property to wealth as viewed by the taxing
power, but the available estimates refer only to tangible
wealth. Under the original general property tax law,' a
home valued at $10,000 and mortgaged for $5,000 affords
a taxable base of $15,000 for taxation purposes, i.e., the
home is taxed to the owner at $10,000 and the mortgage is
taxed in the hands of the mortgagor at $5,000. The value
of the tangible wealth is only $10,000; the value of the
wealth from the taxing standpoint is, however, $15,000.
Only a portion of intangible property (i.e., bonds, stocks,
notes, mortgages, etc.), is predicated on fangible property,
such as mortgage bonds of railroads, public utilities and
real estate generally. It is believed, however, that a ma-
terial portion of intangible property is based on considera-
tions that bear no definite relationship to tangible prop-
erty, such as patents, good will, capitalizatiq— 5f earning
power, franchises and the like. Issues of publlc authorities
are by no means always based on tangible property; the
preponderance of bonds issued by the Federal Government
as well as by most national governments abroad has been
for war purposes, i.e., for the most part for the destruction
rather than the creation of wealth.

A comparison of exempt tangible and intangible property

1As existing in most states today.
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with only fangible wealth is, therefore, not strictly valid;
but in view of the fact that there are no data which afford
an estimate of the total wealth from the taxing standpoint,
a useful purpose is nevertheless served to a limited extent
in comparing such data as exist.

FeperaL INncome Tax ExEMPTIONS

Another form of exemption that requires careful analysis
is that found in the federal income tax system. The law
permits a deduction from taxable net income on account
of personal exemptions, amounting to $1,000in the case of
an unmarried person, $2,000 in the case of a married person
and $400 additional for each child or dependent.  An addi-
tional $500 exemption is granted to married persons whose
net income is less than $5,000. Since the vast majority of
those filing a return report an income of less than $5,000, it
may be estimated that the average exemption to married
men works out approximately at $3,500, on the basis of
the size of the average family according to the United
States Census of Population.

What has been the result of these provisions? Out of a
total of 6,787,481 persons who filed an income tax return
in 1923 (applying to 1922 incomes), 3,106,232 or 469, did
not have to pay a tax at all, largely as a result of the per-
sonal exemptions. Out of a total of 6,662,176 persons who
submitted a return to the Federal Government in 1922
(applying to 1921 incomes), 3,072,191 or 469, had no in-
come tax to pay because the specific exemptions, largely
personal, exceeded their taxable net incomes. .

Compilations of the United States Bureau of Internal
Revenue indicate that in the tax year 1922 (returns filed
in 1923), $14.7 billions out of the total net income of the
nation of $21.3 billions were exempted from income taxa-
tion by virtue of personal exemptions and credits for de-
pendents. This was 69%, of the total income. In the tax
year 1920 (returns filed in 1921) this ratio had been only
549,. More than 899, of total normal tax and surtax on
individuals was collected in 1923 from those whose income

in 1922 exceeded $5,000, as compared with 87%, in 1922
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for 1921 incomes. Those whose incomes in 1922 were
$2,000 or less paid 3.29, of the total amount collected;
those between $2,000 and $3,000, 2.49, and those between
$3,000 and $5,000, 5.5%. In 1923 (applicable to incomes
of 1922), more than 289, of*the total collections was se-
cured from what constitutes the middle class, i. e., with
incomes from $3,000 to $25,000, and more than 319, was
collected from the group with incomes from $25,000 to
$100,000.

Still more striking is the comparison of those who paid
an income with the number of persons gainfully employed.
If the number of gainfully employed over 16 years of age
is taken as the base, instead of the total over 10 years of
age as reported by the United States Census Bureau, an
approximation to the total number of independent workers
and taxpayers of the nation is thus ascertained, since the
gainfully employed from 10 to 15 years of age are mostly
children working on their parents’ farms or in their
parents’ businesses. Those who paid an income tax in 1922
on 1921 incomes represented less than 9%, of the total num- -
ber of gainfully employed sixteen years of age and over,
and in 1923 returns, based on 1922 incomes, this percent-
age was identical.

The Census of 1920 disclosed that out of 24.3 million
families 12.9 millions or more than half lived in rented
houses. The latter group feels for the most part that it is
not paying state and municipal taxes on real estate,’
although these are in large part shifted in the form of
higher rents and to the extent that they are shifted, they
become just as real a burden as if a separate bill for
taxes were rendered each tenant instead ir being con-
cealed in the rents paid to the landlord. Invisible taxation
of this nature, coupled with the widespread exemptions
accorded under the federal income tax law, lull the vast
bulk of taxpayers into the belief that governmental costs
are of little concern to them. They are not conscious of

'1n 1922, 83% of all tax revenues collected by state and local governments
in this country was derived from the general property tax, which is principally
a burden on land and improvements.
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having paid a tax indirectly and hence, enjoying the pre-
ponderance of voting power, do not hesitate to approve
without much thought projects that involve heavy ex-
penditures on the part of the community, on the assump-
tion that these improvements will benefit the majority
without cost to them. This pernicious fallacy gives rise
to civic indifference and fiscal laxity that is of serious
concern in their effects on the economic and social struc- :
ture of the country. Under our democratic system of

government, the judgment of the electorate determines

in the last analysis the fiscal, economic, and social policies:
to be pursued by governmental authority; but if the elec-

torate is deceived as to the true nature of the burdens being

imposed upon the minority in ever-increasing amount and

fails 10 appreciate in full measure the significance of the

shifting and final incidence of taxation, the results can only

be disastrous from every point of view. The overwhelming -
majorities by which proposals for bond issues are every-

where carried offer eloquent testimony to this increasing

lack of adequate consideration on the part of the elec-

torate. :



CHAPTER 1V
TOTAL GOVERNMENTAL EXPENDITURES

The amount raised in taxes in any given year and the
amount disbursed in the same period are not identical,
although in the long run the one must govern or control
the other. Governments receive revenues from sources
other than through taxation. There are fines and penal-
ties which governments impose upon legal and physical
persons by virtue of their sovereign powers; there are
forfeits which accrue to public authorities by virtue
of non-fulfillment of contracts and by escheats, which
represent the amounts received from the disposal of prop-
erty whose owners cannot be located. There are subven-
tions and grants from one civil unit to another for the sup-
port of specified functions, such as federal aid to states for
constructing highways. Also to be included in non-tax
revenue are donations and gifts from private individuals
to public authorities and special assessments for the pur-
pose of defraying the cost of specific public improvements
which are in the general interest of the community but
which inure to the special benefit of the individual whose
property adjoins the improvement. This list would also
include assessments for pension and retirement funds,
payments for highway privileges such as the use of streets
and alleys of cities, maintenance of private sewers, drains
or vaults, stands and extension of structur—7 signs and
conveniences beyond the building line, rentals from in-
vestment properties, interest on public funds, the large
amount of fees and charges exacted by various depart-
ments for specific services and the earnings of enterprises
operated by governmental authorities, such as the supply
of water, gas, electricity, railway transportation, markets
and the like.

In addition to the revenues received from taxation and
31
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from the miscellaneous non-tax sources enumerated above,
disbursing authorities have another lucrative means of
meeting their annual expenditures and that is through the
exercise of their right to borrow. That state and local
authorities have availed themselves freely of public credit
will be clearly seen in the following chapter. In the last
few years, new issues of securities by state, municipal,
county and other local government units have averaged
considerably above a billion dollars annually. The net
proceeds from loans are seldom equal to the face value; in
some cases premiums are secured, a circumstance that is
especially true of the larger cities, while in other cases
bonds are sometimes. sold at a discount. The deductions
from, or additions to, the face value of public bonds on
account of discounts, premiims and commission are, how-
ever, relatively unimportant considerations when taken in
the aggregate.

Knowledge of -tax and non-tax revenues and proceeds
from loans will not, however, suffice to afford a complete
basis for estimating total public disbursements. A political
unit may spend less than its total receipts and thus roll up *
a surplus which it can utilize at some later period for re-
duction of taxation or to meet extraordinary expenditures.
It is therefore essential to examine changes in cash bal--
ances at the beginning and at the end of any petiod with
which the investigation is concerned. '

" EXPENDITURES IN 1923

In accordance with the above-described method of pro-
cedure, it is estimated that total governmental expendi-
tures, including capital outlays, totaled $10,045 millions
in the year 1923. This huge total represents the sum of
$91 for every man, woman and child in the United States.
These figures compare with $1,570 millions in 1902¢, or

'Chapter V. . s
3. S. Census Bureau, “Wealth, Debt and Taxation, 1902-1903,” Wash-

ington, 1907, pp. 963 ff.
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Cuart 3: VorLuMmeE aAND Burpen oF ToraL GovERN-
MENTAL ExPENDITURES, UNITED STATES

National Industrial Confi Board, Inc.
New York City

FEDERAL. STATE AND LDCAL EXPENDITURES
(MILLIONS OF DOLLARS)

$10.045

5.136

: LOCAL
U /4 57aTE

g o

$2.918

/28377

° 1913 1923

EXPENDITURES AS PER CENT DF NATIONAL INCOME
exewDmEs NATIINAL INCOME




*B 60% *d “IT 1ed

UONEXE], PuE uopEn[eA, ‘SNSUS) YIUSAI[Y ‘Neamg SUSW) °§ (ks

~e1ado a3 Jo3yap 2

65%'c$ “Apurey

1 03 S[qEINqUIIE

q3 ©3 *1 Ynsa1 3ou i} A[uo *SUoIIW

‘QUIWIUIIAOL) [RIIPI] 2
1M €61 Ut saamarpuadxa drqnd qre jo parpi-euo A[uQ

TasLe 7: ToraL GoveErRNMENTAL ExPENDITURES, UNITED STATES
Total (millions) : Per capita
1890 | 1903 | 1913 | 1923 1890 19031 1913 | 1923

Federal......... $291 $475 $692 | $3,459 1 $461| $587) $7.17| 83126
State........... 77 182 383 | 1,450 122 2.26 3.97] 1310
Local........... 487 913 | 1,844 | 5136 772 1127|1910 | 4641

Total...... $855 $1,570 $2,919 $10,045 $13.56 $19.40 $30.24 $90.77

" National income.{ $12,082 | $20,500 | $34,400 | $67,000 [ $191.61 | $253.14 | $356.43 | $605.44

Ratio of total ' .
expenditures to -
national income 7.19, 7.7% 8.5%| 15.0% 7.1% 7.7% 8.5% 15.0%

1Some expenditures are for 1902 and in others for 1903, U, S, Census Bureau figures for 1890 and 1902.
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CHART 4: Per Carita ToralL GOoVERNMENTAL EXPENDI-
* TUrRES, UNITED STATES
Copyrighted by

National Industrial Board, Inc,
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tion of the postal service, is included in this figure. State
governments spent, in 1923, $1,450 millionsge~ all local
governments disbursed $5,136 millions. An idea of the
magnitude of these figures may be gleaned from the fact
that the combined disbursements of all governmental units
in this country in 1923 was equivalent to 93%, of the total
amount paid out in wages and salaries by all the manufac-
turing plants in the country covered in the last Census
of Manufactures, that taken in 1921.

It is significant that total governmental expenditures
represented 159, of the national income in 1923, as com-
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pared with 8.5%, in 1913, 7.7% in 1903 and 7.1 in 1890.
Part of this increase is attributable to extension of public
ownershlp and ‘to increased costs.of operation due to
changes in price levels, but the larger part undoubtedly
reflects enhanced functions and outlays and increased costs
of running government itself. If due cognizance is taken of
changes in price levels, it is found that, in terms of dollars
of 1913 purchasing power, the combmed disbursements of
all governmental authorities in this country amounted to
$6,523 millions in 1923, or $59 per capita, against $2,919
millions, or $23 per capita in 1903 and $1 056 mllhons, or
$17 per capita, in 1890.

ExPeENDITURES OF THE FEDERAL GOVERNMENT

Taking the fiscal year 1924, which is the latest period
for which the complete details of actual transactions are
available, it will be observed from Tables 8 and 9 that
general administration accounted for only 3.4% of all ex-
penditures from the Federal Treasury, embracing legisla-
tive, judicial, executive and general administrative dis-
bursements. Civil functions accounted for 12.5%, of the
total. In the latter subdivision are grouped:

(1) Public works, 5.8%;

2 Promotxon, regulation and operation of marine
transportation, i. e., Shipping Board and related expendi-
tures, 2.49,;

(3) Promotion and regulation of land transportatlon,
credit, 1.79.

(4) Postal service and deficits of war-time operation of
telephone and telegraph system, 0.4%;

(5) Promotion and regulation of agriculture, 0.9%:;
(6) Aid to local governments, 0.9%:;

(7) General law. enforcement, 0.6%;

8) Promotlon of public health 0.4%;

K¢)) Admmlstratlon of public domain, 0.5%:;
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(10) Foreign relations and protection of American in-
terests abroad, 0.4%;

(11) Promotion and regulation of commerce and in-

dustry, 0.5%;
(12) Administration of Indian affairs, 0.4%;

(13) Promotion of public education, '0.3%;
(14) Miscellaneous, 0.7%.

Out of a total of $424 millions for civil functions in a
grand total of $3,404 millions, less than $9.3 millions were
devoted to science and research as such, or one-fourth of
one per cent.

Militdry functions accounted for 35.5% of the total of
governmental expenditures from the Federal Treasury, of
which 16.6%, was directly for national defense and 18.9%,
for military pensions, retirement pay, annuities, World
War allowances and life insurance claims. Interest on the
public debt, which was incurred in greater part for war
purposes, accounted for 27.6%, and amortization of the
debt required an additional 13.5%, of the total. Thus,
approximately three-fourths of the Federal Government
expenditures relate to past wars or to general national de-
fense. The expenditures for.interest on the public debt
and its amortization are, however, offset by receipts
from interest on and repayments of loans made to
foreign countries and to railroads in this country. Thus
from preliminary figures for the fiscal year ended June 30,
1924, it is found that $1,399 millions were sna=t for inter-
est and amortization out of ordinary recépts, while the
receipts from foreign governments were $222 millions and
from the railroads and others, $104 millions. The public
debt is being retired at the rate of approximately a billion
dollars annually, and as the foreign governments proceed
to fund their indebtedness to the United States, the net
expenditures on account of our public debt will rapidly
decline.
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"TaBLe 8: FepEraL GOVERNMENT EXPENDITURES,
(Figures iri millions of dollars)

Functions. 1925 1924 1923
General functlons
1. Legishative. ...ooioiiiiiiiiie i $8.7 $8.8 $9.0
2 udxc:al.; ..................................... 11.2 10.4 12.2
3. Executive....oooviiioiniiieiiiinecaneannenaen .4 4 .
4, Administrative.......ocvoveinnenernnrcarsneens 87.8 96.6 96.1
Military functions
L Pensions®.....coovniiiiniiiii i 656.3 642.6 729.3
R Y R 548.8 566.9 599.3
Civil functions
1. Foreign relations................... ieeeeaeann 14.7 13.7 13.9
2. General law enforcement: 21.3 19.3 19.3
3. Control of currency and banking 6.6 6.9 7.5
4. Administration of Indian affairs. .. 12.0 13.0 11.3
5. Administration of public domain.... ees 16.5 17.8 17.0
6. Commerce and industry.......... e ieeeereeaes 14.5 15.2 13.2
7. Marine transportation.............ccoovunans 48.9 81.5 101.8
8. Land transportation...........ic..coiieeiinanns 4.1 57.5% 66.7
9. Postal service, telegraph and telephone ........... 2.1 12.8 32.8
10, Agriculture........ooviiiiiiii i e ‘259 31.2 28.2
11, Fisheries. .oooivviiiiiiiiiiiii it iiiiienaenns 1.3 1.1 1.3
12, Labor interests.....ccveeereeaeernnennrcnnnonss 4.8 5.2 6.4
13, Immlgratlon and naturalization.................. 3.8 4.2 3.9
14, Publichealth...............ooooiiiiii, 15.8 14.2 15.1
15. Publiceducation..........oooiviiiiiniaiiaianen 10.4 9.2 9.8
16. Science and research............ e eeieeaaeans 13.3 9.3 8.9
17, Publicworks..........ooiiiiiiiiiiii e 166.7 196.4 156.3
18. Revenue producing enterprises. ...........c..c.... .2 .2 .2
19. Local governments............covieevuiienennn. 32.2 30.8 29.7
20. Relief expenditurés..........cooooviiveinienans .2 .1 .2
Nonfunctional | .
1. Public debt retirements............c.coieieinnt 482.3 457.9 403.0
2. Interest on the publicdebt...................... 890.0 938.7 1,055.1
S Trustfunds....oovnieiieiniiiiiiiiiniinanaens 81.6 86.4 75.4
4, Refunds, losses, €. .. ...oviuveiuniiiieriannnns 111.7 159.5 157.9
5. Miscellaneous. . .....coooiiiiiiiiiniiiiininans 4.0. 11.4 33.60
Total expenditures from treasury. .. $3,298.1 | $3,404.3 | $3,647.6
Add postal service....ooooiiiiiiiiiiii i 611.2 572.9 532.9
Total expenditures..ooeeee i iniiirniiiiineneinens $3,909.3 | $3,977.2 | $4,180.5
Recapitulation
General functions........ocovueenreanrencnscnannons $108.1 $116.3 $117.7
Military functions.. 1,209.5 1,328.6
Civil functions..... . 424.5 543.5
Interest and amortlzatxon of debt . 1,396.6 1,458.1
Other nonfunctional expenditures................ ...t 197.3 257 .4 199.7
Postal SErvICe. ueeueereeeriariaieinriiiiionainnss 611.2 572.9 532.9
1Y $3,909.3 | $3,977.2 | $4,180.5

*Footnotes for this Table on page 42,
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Curassiriep By Funcrions, 1915-1925'*

39

(Figures in millions of dollars)
1922 1921 1920 1919 1918 . 1917 ‘,19{6 1915

$8.4 $9.1 $9.7 $7.3 $7.3 $7.4 $6.7°(; $6.9
9.3 8.6 8.6 7.0 6.5 6.3 6.3 6.4
.2 3 .3 .3 .3 .3 & .3
96.8 109.8 111.8 96.9 60.4 41.0 38.5 37.9
738.3 645.8 331.6 323.8 234.9 171.3 171.0 176.1
790.6 1,140.6 2,028.0 1 11,403.1 7,117.9 669.6 279.1 260.3
9.5 8.1 10.4 8.6 8.8 5.1 5.1 4.6
16.1 16.1 10.2 7.0 5.5 4.3 4.4 | 4.1
6.9 9.6 6.8 6.0 5.1 3.9 2.4 2.7
12.2 13.6 13.7 12.5 12.6 12.9 12.3 12.8
16.2 18.7 18.5 11.2 13.5 11.5 11.1 11.4
10.2 8.4 9.6 7.3 58 4.4 3.5 2:9
113.3 124.7 495 .4¢ 1,898.4% 848 4% 20.0 15.6 16.6
134.4 535.0 1,038 .4 354.9 155.4 52 5.0 . 3.8
67.8 135.3 50.4 2.3 4.1 1.9 7.3 8.5
26.9 34.8 20.0 15.5 29.2 14.2 12.6 14.5
1.2 1.3 1.4 1.0 1.1 1.1 i.1 1.0
58 5.8 23 79.34 1.8 .7 .5 .8
4.4 5.0 3.5 3.6 4.2 3.2 2.9 3.3
14.9 21.0 249 12.5 7.6 6.8 7.4 7.1
7.5 7.2 5.9 4.8 4.7 3.4 3.1 3.2
11.5 13.9 21.4 8.0 8.0 6.6 6.8 7.1
168.5 158.9 92.6 72.3 76.0 73.2 69.0 98.9
29.5 29.9 24.0 20.9 18.1 15.5 14.8 14.5
3 1.9 93.5 .4 ] 1.2 3.2

422.3 422.4
989.5 996.7 1,024.0 615.9 197.5 24.7 22.9 22.9
69.8 58.6 34.3 25.0 21.7 21.1 10.1 14.0
88.0 54.3 45.8 66.8 35.0 24.2 21.2 14.8
16.1 294.3 602.7 3,879.5 4903.6 924 .98
83,618.0 1 $4,889.7 1 $6,139.7 | $18,952.1 | $13,795.3 $2,085.9 | $741.0 $760.6
484 8 463 .5 418 .8 362.5 324.8 319.9 | 306.2 287.2
$4,102.8 | $5353.2 | $6,558.5 1 $19,314.6 | $14,120.1 52,4&.8 $1,047.2 | $1,047.8
$114.7 $127.8 $130.4 $111.§ $74.5 $55.0 $51.8 $51.5
1,528.9 1,786 .4 2,359.6 } 11,726.9 7,352.8 840.9 450.1 436.4
388.7 1,149.2 1,942.9 2,526.5 1,210.2 195.1 184.9 221.0
1,411.8 14191 1,024.0 615.9 197.5 24.7 229 22.9
173.9 407.2 682.8 3,971.3 4,960.3 970.2% 31.3 28.8
484 8 463 .5 418 .8 362.5 324.8 319.9 306.2 287.2
$4,102.8 | $5353.2 | $6,558.5 | $19,314.6 | $14,120.1 $2,405.8 1$1,047.2 | $1,047.8
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TaBLE 9: PERCENTAGE DistriBUTION oF FEDERAL

Functions 1925 1924 1923
General functions
1. Legislative............. eeseemsierseesaerananes 0.26% 0.26%, 0.25%
2. Judicial....... 34 .31 .34
3. Executive......oviiiiiieiieiirianrieiaenae., .01 .01 .01
4, Administrative. . 2.67 2.84 " 2.63
Military functions
L Pensions®......cciiiiiiiniirnennnnnnencnnnans 19.90 19.88 19.99
. 2. Others........... i recisieieseeiaaaaaaaes 16.64 14.65 16.43
Civil functions
1. Foreign relations........c..ivecernnvecnnennnenn .45 .40 .38
2. General law enforcement...........ccvveennnn... .65 .57 .53
3. Control of currency and banking................. .20 - .20 .20
4. Administration of Indian affairs................. 37 .38 .31
5. Administration of public domain........... P .50 .52 .47
6. Commerce and industry......coveeeeerannnncen. .44 .45 .36
7. Marine transportation.........ceeeececenannncns 1.48 2.39 2.76
8. Land transportation........c.overunereanrsnen. .13 1.69 1.83
9. Postal service, telegraph and telephone........... 06 38 93
10. Agriculture. .. .ciiiiiiineiiinranraeiaearens 79 92 77
11. Fisheries.....oooiniiiniiiiiiieninvcnennennnen. 04 03 04
12, Laborinterests.........c.vvvvvreaenenenconencn. 14} .15 .18
13. Immigration and naturalization............cc0.... A1 .13 A1
14, Publichealth..........c.ovviininiieaninnnen. .48 42 41
15. Public education.......cvcovuvrneiainnenscnrens 32 27 27
16. Science and research........ccconerecncncannens 40 27 24
17. Public Works. ....cccvviiiciiininiinisenecnenns 5.05 5.77 4.29
18. Revenue producing enterprises. . .es . .00 .00
19. Local governments........... .1 .98 .90 .81
20. Relief expenditures. . .. .00 .00 01
Nonfunctional
1. Public debt retirement........ L 14062 13.45 11.05
-2. Interest on the public debt... . 26.99 27.58 28.92
3. Trustfunds.......covviiiniienenianenscnnnanens 2.47 2.54 2.07
4, Refunds, losses, €tC. .. vvevieerrecaracasnannas 3.39 4.69 4.33
5. Miscellaneous. ....v.ovveieenennnninannnns R, .12 .28 .92
Total expenditures from treasury.... ....c.eveeereevsne. 100.00%, | 100.00% | 100.00%
Recapitulation
General functions. ........ccoveveineicnaneneeaead] 3.289 3.2% 3.23%,
Military functions.....c.oeevveeecensensocansnacsss| 36.54 35.53 36.42
Civil functions......o.vieeieieenransnnsmensennnees - 12.59 12.46 14.90
Interest and amortization of debt...........c.ovuene. 41.61 41.08 39.97
Other nonfunctional expenditures...........ccecouuen. 5.98 7.51 5.48
Total expenditures from treasury.........cocveenraene. 100.00% | 100.00% | 100.00%

1Figures for 1925 represent budget estimates; all others, actual transactions as published by the U. S.
Burecau of the Budget.
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GovERNMENT ExXPENDITURES FROM TREASURY, 1915-1925!
1922 1921 1920 1919 1918 1917 1916 1915
0.23 0.19 0.16 0.04% | 0.05%1 0.35 0.90% o0.91
e OR%| %% OuR| 0% 03%| 0% O5l%
.01 .00 00 .00 00 .00 .00 .00
2.68 2.24 1.82 .15 44 1.97 519 1 497
20.41 13.21 5.40 1.70 1.70 8.21 23.07 | 23.14
21.84 23.32 33.03 60.17 51.61 32.07 37.65 | 3418
.26 17 17 .05 .06 .25 .69 .60
45 33 17 04 04 » .59 .60
19 220 1 .03 04 21 32 -40
234 .29 23 07 .09 .61 1.66 1.69
44 .39 29 .06 .10 .55 1.60 1.49
28 17 16 .04 04 2 .48 .40
314 2.56 8.06 10.02 6.15 86 2.15 2.20
3.708 10.90 16.94 1.87 1.13 28 67 .49
1.87 2.78 82 .ot .03 09 1.00 1.12
74 /] 33 .08 21 .68 1.70 1.90
03 .03 02 o1 .01 10 17 14
RT a2 04 42 .01 .00 00 10
1 .10 06 02 .03 15 .35 43
.41 .43 -4l .06 .06 34 1.00 .93
a2t 15 .09 .03 03 15 .40 2
2 .28 235 .04 .06 .33 90 .94
4.&'; 3.25 1.51 .38 .55 3.55 9.30 | 12.97
82 61 239 Bt 13 ] 2.00 1.90
.01 .04 1.5 00 .00 05 .00 2
11.68 8.64
27.35 20.38 16.67 3.25 1.43 1.19 320 | 300
1.93 1.19 .56 13 15 1.00 1.40 1.85
2.43 1.11 74 .35 .25 1.18 2.80 1.95
4 6.02 9.82 20.47 35.55 44.33 RO B
100.00% | 100.009 | 100.00% | 100.00% | 100.00% | 100.009 | 100.009] 100.009
3.7% | 2.61% | 2.129% | o0.59%| o0.54 2.(;4 6. 6.74
2257 ] 3657 807| a7 SnP| ow”| ek 5%
10.75 23.52 31.66 13.34 8.77 9.38 2498 | 2914
39.03 29.02 16.67 3.25 1.43 1.19 320 | 3.00
4.80 8.32 11.12 20.95 35.95 46.51 420 | 3.80
100.00% | 100.00% | 100.00% | 100.00% | 100.00% | 100.009% | 100.00%| 100.00%
fIncludes military p pay, World War all , and life claims.
Credit.
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ExrenDITURES FOR EpUCATION

Education constitutes the principal object of expendi-
ture in local government budgets. As an indication of this
position, figures relating to New York and Wisconsin may
be cited. Out of a total of $632 2 millions raised in taxes
for state and local purposes in New York in 1922-1923,
"$179.4 millions or 28.4%, were expended for educatlon,

as against $109 millions or 17.39, for debt service, $68.9
- millions or 10.9% for highways, $76.8 millions or 12.29,
. for general government, $74.7 millions or 11.8%, for pro-
tection to persons and property, and $61.7 millions or
9.89, for charities, hospitals, and correction.! In Wiscon-
sin, out of a total of $173.6 millions expended by state and
local authorities in the fiscal year 1923, $53.3 millions or
30.7% went for education, as compared with $47.1 millions
or 27.1% for highways and bridges, $20.5 millions or
11.8%, for public debt, $10.6 millions or 6.1%, for protec-
tion of persons and property, $10.4 millions or 6.0% for
health and sanitation, $9.8 millions or 5.6%, for general
government, and $9.6 millions or 5.5%, for charities and
corrections.?

This country is definitely committed to universal edu-
cation, compulsory for certain ages, and open to all those
who wish to avail themselves of the opportunity. Not only
has there been an improvement in the curricula offered, in
quantity as well as quality, but notable advances have
been made in securing better trained teachers and superior
equipment, facilities and buildings. These advantages

1Annual Report of New York State Tax Commission, Legislative Document
No. 25, 1923, pp. 54-55.
*Wisconsin Tax Commission, Bulletin No. 21, July, 1924, p. 000.

Fr;omom 10 Table 8 .

1Figures for 1925 represent the budget estimates; all others, actual transactions as
published by the U. S. Bureau of the Budget.

*Includes military pensions, retirement pay, annumes, World War allowances, and
life insurance claims.

3Credit..

4Includes housing for war needs.-
1 lilngll)ldes $25 millions paid to Denmark for Danish West Indian Islands (Virgin
slands

sLargely deficits from government control of railroads during war emergency up to
and including 1920,
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and others similar in character are costly and place an in-
creasing burden on the community that desires them. In
private finance the wishes of the individual are circum-
scribed by his income realities and possibilities; the same
thought, although perhaps in a somewhat more flexible
form, should govern public action. It may be highly de-
sirable to undertake a certain project of improvement at
any given moment of time, but if the income of the com-
munity is already heavily burdened with annual fixed
charges and if the ability of the taxpayers has been seri-
ously impaired, it may be necessary to postpone installa-
tion to a more propitious period. At any rate, patience
and deliberative action are virtues in matters concerned
with public finance, just as they are in private life.

That the cost of education has risen rapidly in recent
years is confirmed by abundant statistical evidence of an
official nature. As shown in Table 9, expénditures on
elementary and secondary schools that are publicly sup-
ported had practically doubled themselves in some decades
even before the drastic upheaval in prices which occurred
since the outbreak of the World War. In 1870, the total
cost of elementary and high schools, exclusive of debt serv-
fce, was $63 millions; in 1880, $78 millions; in 1890, $141
millions; in 1900, $215 millions; and in 1910, $426 millions.
In 1915, there was an increase to $605 millions; in 1918, to
$764 millions; in 1920, to $1,036 millions; and the latest
figures, appertaining to 1922, show a total of $1,581 mil-
lions. Between 1920 and 1922, the cost thus showed an
increase of 53%, and in all probability the total expendi-
ture for elementary and high school education in 1924 will
exceed $2 billions. The cost per pupil in avT;E attend-
ance has grown from $16 in 1870 to $20 in 1890, $33 in
1910, $49 in 1918, $64 in 1920 and $86 in 1922, as may be
observed from Table 10. '

The cost of elementary and high school education repre-
sents, however, only a part of the total cost of education
in this country. There are private, elementary and high
schools, business schools, public and private universities
and colleges, teachers’ colleges, public and private normal
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TasLE .10: ExpeENDITURES FOr PuBLIic Scuoor Epuca-

TION! _ .
(National Industrial Conference Board)
Per pupil in Value of
VYear A 2 ‘average school
d property?

$63,397 $15.55 $130,383

78,095 12.71 209,572
140,507 17.23 342,532
214,965 20.21 550,069
291,617 25.40 733,447
426,250 3323 | 1,091,008
605,461 40.43 | 1,567,391
763,678 49.12 | 1983509

1,036,151 64.16 | 2,409,719
1,580,671 85.76 |. ..

1United States Department of the Interior, Bureau of Education, Bulletin 1919,
No. 90, Vol. 111, pp. 54-55; Bulletin 1923, No. 16, p. 2; Bulletin 1922, No. 29. Figures
appertain to elementary and secondary schools and do notinclude debt service.

*Figures in thousands.

schools, industrial schools for delinquents, blind and deaf,
feeble-minded and subnormal, nurse training schools, Indian
schools, etc. In 1902, the aggregate expenditure for all
public and private education of every nature was approxi-
mately $375 millions. By 1918, this amount had grown
to $1,060 millions; by 1920, this figure was $1,450 millions,
and in 1922, which is the latest year for which detailed
data are available, this cost was $2,145 millions. Between
1920 and 1922 the total cost of education, public and
private, increased 48%,. In 1924, it may safely be es-
timated that this figure will reach in excess of $2,750 mil-
lions, even on the most conservative basis.!

The increase in population from about 39 millions in
1870 to 76 millions in 1900 and 106 millions in 1920 had in
itself resulted in increased costs of education through the
continued gain in number of children that have to go
through the schooling process. Between 1890 and 1920
the number of children in average daily attendance in
public schools had doubled. Even if this factor of popula-
tion be taken into account, it will still be found that the

tFor sources of earlier figures, see Research Report No. 64, op. cit., p. 26 ff.
Figures for 1922 represent a special compilation from data in the office of the
U. S. Bureau of Education.
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expenditure per child increased tiree times as rapidly as
the growth in the number of children in average daily at-
tendance, between 1890 and 1920. The explanation for
these increased expenditures is succinctly stated in a re-
cent bulletin of the United States Bureau of Education, in
the following language: :

“The number of children attending public school and,
consequently, school costs have greatly increased during
the last quarter of a century, due to the enactment of
compulsory school laws and by the extension of the school
age. In 1894.95, according to the Commissioner of Edu-
cation, there were 19 states which had no compulsory
school law. In 1920 there was not a single state in the
Union which did not have included among its statutes a
compulsory school law. It is scarcely necessary to add
that the degree of effectiveness with which these laws have
been enforced has steadily increased throughout the past
25 years, with the result that a larger and larger percentage
of children of school age has been found within the public
schools. Not only is this true, but a comparison of the
compulsory school age in those states, which in the year
1895 had a compulsory school law, with the compulsory
school age in these same states for the year 1918 shows that
while in New Hampshire the compulsory school age had
decreased two years and in New Mexico one year and in
five states it had remained unchanged, in 18 states it had
increased all the way from one to four years. In this con-
nection attention should be called to the fact that the
length of the average school year in the United States in-
creased from 130 days in 1880 to 135 days in 1890 and
162 days in 1920. e

“Another factor which has played a largde part in the
increase of school costs in the United States is the multi-
Elication of high schools and an unprecedented growth of

igh school attendance. How important these factors are
can be better understood by a comparison of what it costs
to educate a high school pupil with what it costs to educate
an elementary school pupil. In 1918 the average cost in
the United States per elementary school pupil enrolled
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was $31.65; per high school pupil enrolled, $84.48. It
should be borne in mind that in 1918 the United States
was in a period of retrenchment due to the World War, and
although this period of retrenchment was by no means
past in 1920, yet the expenditure per elementary pupil
and per high school pupil was approximately double that
of the year 1918, being, in fact, $64.03 per elementary
pupil enrolled and $158.21 per high school pupil enrolled.
From these facts we see that it costs approximately two
and one-half times as much to educate pupils attending
high schools as pupils attending elementary schools. These
facts became of great significance in attempting to deter-
mine the reasons for mounting costs in education when
we discover that seven times as large a proportion of our
total population was attending high school in 1920 as was
-attending high school in 1890. More specifically, in 1890
three-tenths of 19, of the total population in the United
States was enrolled in high school, whereas in 1920 2.1,
was enrolled. In the year 1890 approximately 3 persons
out of every 1,000 individuals in the United States were
enrolled in high school; in 1920, 21 persons out of every
1,000. The trend becomes even more impressive when we
turn our consideration from the total population to that
portion of it actually enrolled in school. In 1890, out of
every 1,000 children enrolled in school, only 16 were in
high school; in 1920, out of every 1,000 children enrolled,
102 were enrolled in high school. Finally, we discover
that, whereas in 1890 the United States was spending
$4,759,065, in 1920 her expenditure on public high schools,
excluding all cities of less than 10,000 population, and
excluding also costs of administration, capital outlay, and
debt service, was $66,024,307. . . . .

“Reference was made in a previous paragraph to the
expansion of the course of study,.to the development of
vocational education and the establishment of continua-
tion classes, and to the fact that a great number of new
projects and new responsibilities have been assumed by
the public schools. -New conceptions of what our public
schools must endeavor to do for the millions of children



GOVERNMENTAL EXPENDITURES 47

who, year after year, pass in and out of their schoolrooms
have led to an expansion of the course of study and to the
attempt on the part of our public schools not only to pro-
vide new types of instruction but to provide many types
of physical care almost undreamed of by the directors of
public education a quarter of a century ago. Some of the
projects wellnigh unthought of at that time but which the
public schools of today are undertaking are suggested by
the following list: School doctors, nurses, dental clinics,
psychological clinics, open air schools, supervised play,
special schools and classes for blind, deaf, crippled, and
mentally backward or deficient children, truant officers,
home-visiting teachers, city systems of public kinder-
gartens, extensive programs of physical and health educa-
tion, free textbooks, and continuation classes for minors
engaged in industry.

“To these causes must be added three others: A steady
rise in the educational and professional qualifications de-
manded of public-school teachers, necessitating a steady
increase in the salaries paid, and a similar continual rise in
building and equipment standards. A final cause, and one
which is frequently overlooked by the public, is the de-
preciation of the purchasing power of the dollar.”?

The total cost of education represented 3.7% of the
national income in 1922, as compared with 2.0%, in 1920,
1.8% in 1902 and 1.4% in 1890. In the earlier stages it
was necessary to devote an increasing proportion of the
national income to educational purposes because of the
relatively low standards then existing, but this process
cannot continue indefinitely. The increasing cost of edu-
cation is clearly a serious problem and one %‘at needs to
be faced with an open mind and with courage and fore-
sight.

In some states, the problem of raising sufficient revenue
for education is more pressing than in others. In New

York State, there were raised in 1921 about $182 millions

'F. H. Swift, “A Biennial Survey of Public School Finance in the United
Snt:.s7, 1920-1922,” United States Burcau of Education, Bulletin No. 47, 1923,
pp. 4-7.
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TasLE 11: ScrHooL ENroLLMENT aND EstiMaTED CosT
or EpucaTtion 1v 1922%

Estimated

Estimated
Classification Enroll per capita %91:3‘1 st
ment cost outlays)
Public elementary schools (includ-{
ing kindergartens).............. 20,366,218 | $57.12 | $1,163,374,074
Public high schools. . ............. 2,873,009 | 145.25 | 417297222
Private elementary schools (includ- .
ing kindergartens).............. 1,355,000t | 57.12 77,397,600%
Private high schools.............. 225,873t | 145.25 32,808,0532
Elementary and secondary schools|
in cities (included above)........ 10,280,987 93.73 963,674,904
Private business schools........... 337,130t | 93.732 31, 599 195
Universities and colleges (includes
preparatory students)
Public............oiiinnne. v 220,523 | 585.83 129,190,955%
Private.........oocviiiiannnnn 398,032 | 495.80 197,344,349
State teachers colleges. ........... 129,237 | 141.06 18,229,601%
Norm schools:
......................... 76,556 | .214.45 16,417,4823
Cxty (included in city schools) 8,882 | 173.34 1,539,648
ALY o e s e sennnnrarosnsnrsses 4,243--| 193.70 821 857
Private.......cocveeernnnnnn. 12,083 | 352.19 4, 255 5259
Industrial schools for delinquents. .. 65,550 | 289.00 18 952,835
Schools for the deaf:
State. ..vuveviciisirncnsoianes 10,738 | 618.00 6,636,084
Cxty (mcluded in city schools). .. ) 5 R
........................ 716 | 846.00 605,736
Schools for the blind.............. 4,947 | 585.00 2,893,995
Schools for the feeble-minded and
subnormal:
State. ... viiienanne e 38,761 § 357.00 13,837,677
City (included in city.schools) 23252 | ..o ) eeeeenn...
HVALE. . ouveeereeaae i 1,386 | 906.00 1,255,716
Nurse training schools (1920)...... 54,953 93.732 5,150,745
City evening schools (included in|
city schools)........cooeuvvuenns 842,863 7.61 6,413,420
Government Indian schools........ 24,568 | 239.91 5,894,230
Schools in Alaska supported by the
GOVEINMENt.c.cv v eace-asnaannas 3,679 88.32 324,947
Other pubhc schools in Alaska..... 3,654 99.12 362,190
Totals and average, excluding dupli-
CALES. evvervcrsiusnsnnseiasss $26,206,856 | $81.84 | $2,144,650,068
Per capita of population, ‘
(112,078,6115J total cost......... $19.13

#Data furnished by the U, S. Bureau of Education.

1Partly estimated.

1Estimated same as cost of public schools.

#Receipts, including endowments.
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for educational purposes, of which $147 millions was by
taxation, $23 millions by bond sales and the remaining $12
millions from miscellaneous sources. The total cost of
education in 1921 was $219 millions, of which $168 millions
represented the expenditures by tax-supported institu-
tions. From 1910 to 1921, the cost of public education
increased 190%, while the number of pupils enrolled in
public elementary schools increased about 199, the num-
ber of pupils enrolled in public high schools showed a gain
of 72% and the entire population increased only 15%,.
From 1920 to 1922, expenditures for public education per
child of school age increased almost five times as rapidly
as real estate values, which constitute the principal basis
of school taxation, and more than twice as rapidly as the
total income of the people of New York State.!

ExPENDITURES FOR Roabs

Another important item in the list of objects of state and
local government expenditure is that of roads. In 1904,
the total amount spent on rural roads, exclusive of city
streets, was only $79.7 millions;? in 1921, which is the
latest year for which complete data are available, the total
was $1,036.6 millions.* It is estimated from preliminary
results that expenditures in 1922 and 1923 were approxi-
mately the same as in 1921.¢

It is interesting to analyze the expenditures for rural
roads in 1921. Of the total of $1,037 millions spent for
this purpose, $413 millions or roughly two-fifths was de-
frayed by or under the supervision of state highway depart-
ments, 1e., under state government control, and $624
millions was contributed by counties, townghi=s and dis-
tricts. A total of $627 millions or 60.5%, rit:resented ex-
penditures for new construction; maintenance absorbed

$249 millions or 249, of the aggregate disbursements for
. 'Educational Finance Inquiry Commission, “The Financing of Education
in d;e ?ut:d o{ lNew York,” prepared by G. D. Strayer and R. M. Haig, 1923,
PP- 6, 7, 2! .
!9:};. S. 9Dept. of Agriculture, Office of Public Roads, Bulletin No. 32, August,
y P 9. ’
8] dem., “Public Roads,” Vol. V, No. 4, June, 1924, pp. 7-8.
‘From correspondence with the Bureau of Public Roads.
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TasLe 12:  ToraL RuraL Hicuway EXPENDITURES, STATE
AND Locar GovernMENTS, 1921}

Expenditures } Expenditures Total Expendi- Ié::l‘f)ee ;(el;'-
State by state by local expenditures tures per | person per
governments | governments capita |mile of road
(cents)

Total U. S.. .....[$413,241,664 |$623,346,108 | $1,036,587,772 | $9.65 .01976
Alabama........ 1,035,880 4,571,955 5,607,835 2.36 .00403
Arizona......... 2,948,482 7,700,003 10,648,485 | 30.06 .14162
Arkansas........ 7,055,000 | 14,156,014 21,211,014 | 11.92 .01592
California. . .. ... 11,379,601 | 30,443,371 41,822,972 | 11.65 .01536
Colorado. ....... 4,155,945 4,892,876 9,048,821 9.41 01955
Connecticut. .. .. 5,997,849 2,447,867 8,445,716 5.94 .04839
Delaware........ 3,765,283 2,270,354 6,035,637 { 26.68 .67843
Florida.......... 2103277 | 7,484,856 9,588,133 [ 9.57 | .03462
Georgia......... 9,663,597 6,152,997 15,816,594 5.38 .00568
Idaho........... 4,862,715 6,944,668 11,807,383 | 26.34 .08469
llinois.......... 15,693,330 | 23,926,118 39,619,448 5.99 100622
Indiana......... 8,110,045 | 46,392,287 54,502,332 | 18.38 .02410
Towa............ 18,275,771 | 21,048,782 39,324,553 | 16.17 01554
Kansas.......... 6,057,609 | 16,612,498 22,670,107 | 12.73 .00990
Kentucky....... 5756,950 | 6,865,713 12,622,663 |  5.18 | .00754
,%fuisiqna ........ 5347042 | 8,674,961 14,022,003 | 7.70 | 01935
aine.......... 7,371,591 1,330,320 8,701,911 11.27 .05247
Maryland. ...... 7616427 | 2,681,709 10,298,136 | . 6.99 | .04731
Massachusetts. ..| 7,864,223 | 11,671,408 19,535,631 | 4.97 | .02636
Michigan........ 16,744,343 | 38,828,275 55,572,618 | 14.62 .01892
Minnesota....... 7,480,019 | 31,299,541 38,779,560 | 15.92 .01487
Mississippi. .. ... 3,500,000 | 16,808,289 20,308,289 | 11.34 .02136
Missourt. ....... 4,726,795 | 11,400,864 16,127,659 4.74 .00423
Montana........ 3,640,461 6,742,696 10,383,157 | 18.04 .02787
Nebraska........| 4835774 5,691,835 10,527,609 | 8.02 | .00927
Nevada......... 1,589,506 521,446 2,110,952 | 27.27 .10465
New Hampshire. 2,360,229 1,339,192 3,699,421 8.31 .06006
New Jersey...... 15,608.234 | 12,487,836 28,096,070 | 8.64 | .06145
New Mexico..... 3,712,662 546,343 4,259,005 | 11.65 102558
New York....... 36,856,998 | 20,168,013 57,025,011 5.39 .00658
North Carolina..| 15,099,797 | 14,223,903 29,323,700 | 11.22 .01645
North Dakota... 1,030,003 6,217,228 . 7,247,231 11.02 .01034
Ohio............ 15,547,460 | 61,032,527 76,579,987 | 12.95 .01538
Oklahoma....... . 4,774,869 9,905,022 14,679,891 7.04 .00521
Oregon,. ......... 18,245,821 9,723,092 27,968,913 | 34.94 .07683
Pennsylvania....| 49,011,856 | 26,337,697 75,349,553 8.48 .00932
Rhode Island.... 2,212,508 615,726 2,828,234 4.61 .20238
South Carolina. . 3,941,158 6,108,123 10,049,281 5.88 .00950
South Dakota. . . 4,737,690 9,451,277 14,188,967 | 22.01 .01906
Tennessee....... 6,327,901 6,369,546 12,697,447 5.38 .00860
Texas........... 16,775,000.| 37,132,271 53,907,271 | 11.27 .00672
Utah............ 3,391,315 1,783,399 5,174,714 | 11.22 .04869
Vermont........ 951,290 1,199,194 2,150,484 6.10 .04157
Virginia......... 7,114,247 8,371,145 15,485,392 6.60 01117
Washington. . . .. 9,970,087 | 14,268,642 24,238,729 | 17.44 .03807
West Virginia....[ 1,877,371 8,182,702 10,060,073 6.70 .01905
Wisconsin. ... ... 12,416,876 | 29,296,892 41,713,768 | 15.58 .01980
Wyoming........ 3,700,777 1,024,635 4,725,412 | 23.41 .05031

1From data furnished by the U. S. Bureau of Public Roads.



GOVERNMENTAL EXPENDITURES

51

Tasre 13: ToraL RuraL Hicuway INcoME, BY STATES,
1904, 1914 anp 1921

Total rural highway income Per capita a9 o0
State
1904 19141 1921% 1904 | 1914 ] 1921 | 1904 | 1921
$79,623,616 $240,263,784| $1,149,437,896/$0.98/$2.46 $10.70| 40| 435
1,576,434 3,949,019 6,569,567 .81} 1.77] 2.76| 46| 156
109,309 982,721 10,299,916] .80 3.77] 29.08 211 771
1,395,343 1,522,696 22,886,970 1.01] .92| 12.86] 110] 1398
2,157,396f 19,171,985 49,691,895] 1.35] 6.77] 13.85 20] 205
707 224 1,937,546 8,765,443} 1.20| 1.04| 9.12| 1i5| 877
1,195,125 3,640,963, 99456271 1.23| 2.96| 7.00] 41} 236
90,803 511,628 5,487,318] .47] 2.42] 24.26 19| 1002
577,577 2,280,255 11,939,922| .98{ 2.69| 11.92] 36| 443
2,080,872 3,688,172 17,332,046| .88] 1.35( 5.89] 65 436
311,588 1,371,469 13,113,443] 1.63( 3.69| 29.25| 44 793
4,210,95 8,734,713 43,664,784) .81| 1.45] 6.60| 56| 455
4.335,108] 14,233,986 57,807,614] 1.64| 5.08] 19.49 32| 384
3,106,608{ 10,187,507 37,991,782] 1.40} 4.42] 15.62] 321 353
1232817|  5.544048] 237387620 80 3021 13.13] 25| 209
2,148,689 2,474,621 11,528,264f .95} 1.06] 4.73 90| 446
951,873 1,777 §72 23,230,916] . .64/ 1.03] 12.76] 62| 1239
1,472,394 2,642,007 ,890,840 2.08| 3.51| 10.22 59{ 291 |
873,471 6,000,652 10,725,960 .70] 4.40[ 7.28 16{ 165
2,871,222 6,091,875 19,269,069 .97| 1.70[ 4.91 571 289
3,179,788 9,261,998 55,662,357 1.26| 2.91] 14.64] 43] 503
1,961,629 6,458,940 40,357,9251 1.01| 2.92] 16.57 35| 567
1,675,485, 3,960,377 25,738,917] 1.01] 2.21] 14.37] 46| 650
2,368,973 5,513,049 16,494,975 .72 1.65| 4.82] 44| 292
404, 2888.401]  10,031,901| 1.43] 6,40 17.43| 22| 272
878547|  1796278| 13446782 .82| 1.45] 10.25| 57| 707
46,876/ 245,014 2,291,344} 1.11] 3.06] 29.60| 36| 967
872, ,590, 3,882,388 2.05| 3.65 8.72 56| 239
3,274,811 7,208,287 21,657,834 1.57{ 2.57| 6.66f 611 259
165,652 556,399 4,896,667 .79| 1.63] 13.40| 48| 822
5,692,515 23231964] 67,359,330 .72 2.40| 6.37] 30| 265
1,358,687, 5,215,491 32,841,625 .68| 2.21| 12.57 31| 569
§50,341 ,402,383 6,715,400} 1.32{ 3.96] 10.21 33| 258
5,706,084| 14,334,246/ 82,275,668 1.31| 2.76| 13.92] 47| 504
774,776 2,112,681 19,516,915 .77| 1.16] 9.36] 66| 807
seeigeniee 796,376 5,310,467 28,532,824] 1.76| 7.37] 35.64] 24| 484
Pennsylvania. ... 4,887,266] 10,424,580 79,288,269 .73| 1.28( 8.93 571 698
Rhode Island. ... 405,011 4464 3,324,007 .86/ .78] 5.41) 110] 694
South Carofina. . 745702  1,004.480] 14261209 53| 64| 8.34 83| 1303
South Dakota. .. 383,283 1,217,809 15,248,232) .86| 2.01} 23.65] 43] 1177
ennessee. ...... 1621971  2.370,560|  16443.936] 76| 1.0~ —6.96| 72| 663
Texas........... 4,138,157 9,920,079 72,869,359( 1.23| 2.4 .; 15.24| 52| 649
Utah........... 218,676 803,071 6,560,366 .72 1.98] 14.23 36f 719
VFrrpqn! ........ 567,397 1,023,941 2,143,353) 1.63] 2.89| 6.08 56f 210
Vlrgll'_ll. ......... 687,751 3,224,529 17,832,1431 .36] 1.49| 7.60] 24 510
Washin ton. ... 1,436,070 7,944,717 23,860,219 2.47| 6.43t 17.17 38) 267
est Virginia 893,285 2,483,747 27,237,475| .86| 1.87| 18.14| 46| 970
Wm:orgnn ....... 2,181,262 9,880,240 41,728,601 .99| 4.01] 15.58 25| 389
Wyoming....... 5,932 669,661 5,408,879] 3.46| 4.01| 26.79 86| 668
wlltl-";g:m f: 1904 and 1914 are taken from Bulletin No. 390 of the U. S. Department of Agri-
11921 higures are taken from dats furnished by the U. S. Bureau of Public Roads.
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roads; payment of interest and principal of highway bonds

-accounted for $89 millions or 8.6, of the total; adminis-
tration and engineering required an expenditure of $36
millions or 3.5%,; and miscellaneous items amounted to
$36 millions or 3.49, of the total. Thus, three-fifths of all
expenditures for roads went for building new roads and
one-fourth went for maintenance, as may be seen from
Table 12. In the New England and Middle Atlantic and
East North Central States, the proportion of expenditures
devoted to new roads is smaller than in the South, Middle
West and along the Pacific. -On the other hand, mainte-
nance charges are relatively much higher in the former
groups of states.{ - . :

The total rural highway income of state and local gov-
ernments amounted to $79.6 millions in 1904, as com-
pared with $240.3 millions in 1914 and $1,149.4 millions in
1921. As may be observed from Table 13, the rural high-
‘way income per capita was $0.98 in 1904, $2.46 in 1914 and
$10.70 in 1921. Thus, the figure for 1921 was four times
as high as for 1914. '

Of the total rural highway income of state and local
governments in 1921, $123 millions or 10.6%, was derived
from motor vehicle revenues representing special license
taxes on the owners of automobiles, trucks and other auto-
motive equipment, $438 millions or 38.19, was secured by
sale of bonds, $79 millions or 6.99, was obtained in high-
way aid from the Federal Government, $416 millions or
36.2%, represented general property tax receipts and $94
millions or 8.2%, was obtained from miscellaneous sources.!

What has been the contribution of motor vehicle owners
toward the increased road costs of recent years? The
United States Government collected $158 millions in 1923
by a special excise tax on purchase of automobiles, trucks,
automotive equipment and accessories. Only part of the.
excise collected by the Federal Government is retained for
its own purposes, since it distributes federal aid to states
in building roads. From 1917 to 1923, $589 millions was
collected -from this source, while the Federal Treasury

1See Table 14.
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distributed in aid about $264 millions or 45%, of the former
sum. Special registration fees on motor vehicle owners
totaled $189 millions in 1923; gasoline taxes, $37 millions;
personal property taxes, estimated, $75 millions; and
special municipal taxes, $13 millions. The total sum was
$472 millions collected in taxes from automobile owners,
which was probably almost equal to the direct cost of
maintenance and debt charges for rural roads in that
year. It is estimated on the basis of data as to revenues
collected by the U. S. Bureau of Public Roads in the first
half of 1924 that registration licenses will exceed $225
millions in the full year of 1924, as compared with $189
millions in 1923, and that the gasoline tax will produce $65
millions as against $37 millions in 1923. Increased regis-
tration and higher license taxes explain the increased
revenue from this source.

The total amount of highway bonds outstanding at the
end of 1914 was $345 millions,! and at the end of 1921 it
was officially stated that this amount reached $1,222 mil-
lions.? In 1922, there were issued road bonds to the ex-
tent of $344 millions and in 1923, $314 millions. In the
present year, road bond issues have been fairly heavy.
After allowing for amortization and sinking fund, it may
be safely estimated that highway bonds outstanding now
exceed $2 billions, or roughly, one-fifth of total state and
local indebtedness. At 5149, for annual interest and
sinking fund, the burden of this debt amounts to $110
millions or 2.4%, of the state and local tax bill in 1923.
The latter percentage excludes, of course, annual main-
tenance, construction and supervision costs of rural high-
ways and refers only to the charges on the_road debt.
Omitting the expenditures for new construtaon, which is
largely financed by bond issues, the cost of maintaining
rural roads and of debt charges on highway bonds was
10% of state and local taxes raised in that year. In the

finances of local governments as distinct from state gov-
IU. S. Department of Agriculture, Bulletin No. 390, p. 8.
'llgl. S. Bureau of Public Roads, “Public Roads,” Vol. V, No. 3, May, 1924,
p.19.
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TasLe 14: ToraL RuraL Hicuway INcoMmE,

Sources
State - 5
Proceeds of bonds | Federal and forest | Motor vehicle rev-

sold? road aid® enues. including
gasoline taxes
Total United States......] $438,109,273 $79,333,226 $122,626,166
Alabama............... 1,878,316 477,590 893,136
Arizona................ 5,504,825 816,681 180,633
Arkansas.............. 16,060,289 1,372,205 1,026,544
California.............. 23,018,539 2,533,354 4,869,600
Colorado......... 250000 1,493,369 1,379,788
293,824 656,455 3,405,085
3,157,776 244,313 37547
6,142,433 490,308 899,591
4,500,281 3,610,524 1,600 0CO
6,221 802 1539045 811,398
11 297,671 3,802,430 6,862,126
28,709°037 1,446,623 2,305,312
9,406,869 4,308,079 7,211,922
7,476 611 1,601 565 1,354,095
485,000 1,482,066 2,123,885
15,831,986 1,424,114 453,276
1,766,960 852,192 1,004,750

Maryland.............. 3,524,299 850,000 K

Massachusetts. ......... 3,335013 661,594 5,023,963
Michigan.............. 20,669,626 599 854 7,795,926
Minnesota............. 8,731 150 2,986,920 5,616,114
Mississippi. ............ 14,741,678 1,636,366 704,988
Missourt............... 3,426,420 2,304,790 2,505,354
Montana. ............. 3,330,829 2,041,172 546,150
Nebraska.............. 2,242,484 1,200,000 2,820,000
Nevada................ 575,000 566,591 97,200
New Hampshire. .. ..... 107 316 240,782 790,118
New Jersev............ 7,183,444 509,372 4,029,971
New Mexico........... 830,000 1,093,208 521,881

New York............. 18,355,231 2,398,461 ,000,0004
North Carolina. ........ 17,640,534 2,674,070 2,828,649
North Dakota..........|  ....... 584,685 418,525
Ohio.................. 32,869,752 3,595,383 7,044,751
Oklahoma.............. 5,273,327 2,345,354 2,263,006
Oregon................ 13,908,032 2,181,957 3,132,784
Pennsylvania........... 34,004,583 4,533,682 9,310,447
Rhode Island........... 286,160 358,374 771,587
South Carolina......... 8,146,630 1,359,453 692,663
South Dakota 3,007,644 1,650,130 648,528
Tennessee. 8,446,353 1,685,453 1,386,378
Texas. . 44,962,149 5,788,048 3,754,139
Utah.................. 2,495,580 862,712 478,474
Vermont 100,472 135,289 627,588
Virginia 5,519,711 980,806 1,926,624
Washington............ 4,914,339 537,794 3,875,600
West Virginia.......... 18,775,066 1,057,652 1,938,000
Wisconsin.............. 8,004,232 2,443,597 3,424,146
Wyoming.............. 700,000 1,318,764 290,000

General property
taxes

$415,680,010

2,419,786
2,434,201
4,266,391
15,432,565
5,545,743
2,854,062
179,729
3,964,043
7,358,512
4,463,160
18,350,639
23,455,017
14,878,638
12,315,864
5,380,814
4,237,084
2,279,722
4,498,312
9,139,616
20,228,619
20,892,168
8,078,082
5,139,186
2,392,404
6,448,008
648,439
1,231,877
8,742,624
2,427,209
36,300,000

5349252
32,268,341
9,348,121
> £)
14,731,187
866,867
3,749,525
9,379,484
4,276,784
13,610,393
2,421,823
1,055,941
5,687,720
12,718,071
5.418,257
22.238,675
1,959,663

*Footnotes for thig Table on page 58
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BY STATES AND Sources, 1921 -

Percentage distribution
Per
Total capita Motor | General
All other Federal N All
revenues - Bonds | “Gid™ | webicle | property| other | Tota!
$93,689,221 |$1,149,437,896 | $10.70 } 38.1 6.9 10.6 36.2 8.2 | 100.0
900,739 6,569,567 2.76 | 28.3 7.3 13.6 37.0 13.8 160.0
1,363,576 10,299,916 | 29.08 | 53.4 7.9 1.8 23.6 13.3 100.0
161,541 22,886,970 § 12.86 | 70.2 6.0 4.5 18.6 0.7 | 100.0
3,837,837 49,691,895 | 13.85 46.3 5.1 9.8 31.1 7.7 | 100.0 -
96,543 8,765,443 9.12 2.9 17.0 15.7 63.3 1.1 100.0
2,736,201 9,945,627 7.00 3.0 6.6 34.2 28.7 27.5 100.0
1,530,029 5487318 | 24.26 | 576 | 4.4 | 6.8 | 3.3 | 27.9 [ 100.0
443,547 119399221 11.92{ 51.5 4.1 7.5 33.2 3.7 100.0
262,729 17,332,046 5891 26.1 20.4 9.3 4.7 1.5 100.0
78,038 13,113,443 ] 29.25 | 47.4 11.8 6.2 34.0 0.6 100.0
3,351,918 43,664,784 6.60 | 25.9 8.7 15.7 42.0 7.7 | 100.0
1,891,625 57,807,614 | 19.49 | 49.7 2.5 4.0 40.6 3.2 100.0
2,186,274 37,991,782 | 15.62 § 24.8 11.3 19.0 39.2 5.7 100.0
639,485 23,387,620 | 13.13} 32.0 6.8 5.8 52.7 2.7 | 100.0
2,056,499 11,528,264 4.73 4.2 12.9 18.4 46.7 | 17.8 100.0
1,284,456 23,230916 1 12.76 } 68.1 6.1 2.0 18.3 5.5 100.0
1,987,216 7,890,840 | 10.22 | 22.4 10.8 12.7 28.9 25.2 | 100.0
253,349 10,725,960 7.28| 32.9 7.9 149 4.0 2.3 100.0
1,108,883 19,269,069 4.911 17.3 3.4 26.1 47.5 5.7 | 100.0
6,368,332 55,662,357 1 14.64 | 37.1 1.1 14.0 36.4 | 11.4 | 100.0
2,131,573 40,357,925 | 16.57 | 21.6 7.4 13.9 51.8 53 100.0
© 577,803 25,738,917 | 14.37} 57.3 6.3 2.7 31.4 2.3 | 100.0
3,119,225 16,494,975 4.82| 20.8 14.0 15.2 31.1 18.9 100.0
1,721,346 10,031,901 | 17.43 ] 33.2 20.4 5.4 23.8 17.2 | 100.0
736,290 13,446,782 | 10.25 16.6 9.0 21.0 47.9 5.5 100.0
404,114 2,291,344 | 29.60 | 25.0 24.8 4.2 28 .4 17.6 | 100.0
1,512,295 3,882,388 8.72 2.8 6.2 20.4 31.7 38.9 100.0
1,192,423 21,657,834 6.66 1 33.2 2.4 18.6 40.2 56 | 100.0
24,369 4,896,667 | 13.40| 17.0 22.3 10.6 49.6 0.5 100.0
1,305,638 67,359,330 | 6.37 | 27.2 3.6 13.4 53.9 1.9 { 100.0
1,341,026 32,841,625 1 12.57 | 53.6 8.1 8.6 25.6 4.1 100.0
362,938 6,715,400 | 10.21 0.0 8.7 6.2 79.7 5.4 100.0
6,497,441 82,275668 | 13.92 | 39.9 4.4 8.6 39.2 7.9 100.0
287,107 19,516,915 9.36 | 27.0 12.0 11.6 47.9 1.5 100.0
3,050,005 28,532,824 35.64 ) 48.8 7.6 11.0 219 10.7 | 100.0
16,708,370 79,288,269 8.93{ 429 5.7 11.7 f’“‘,’é 21.1 100.0
1,035,019 3,324,007 5.41 8.6 10.7 23.4 6.1 31.2 | 100.0
312,938 14,261,209 8.34| 57.2 9.5 4.8 26.3 2.2 | 100.0
562,446 15,248,232 1 23.65} 19.7 10.8 4.3 61.5 3.7 | 100.0
648,968 16,443,936 6.96 | 51.4 10.3 8.4 26.0 3.9 100.0
4,754,630 729693591 1524 | 61.7 | 8.0 51 18.7 6.5 100.0
301,777 6,560,366 | 14.23 1 38.1 13.2 7.3 36.8 4.6 100.0
224,063 2,143,353 6.08 4.7 6.3 29.3 49.3 10.4 100.0
3,717,282 17,832,143 7.60} 309 5.5 10.7 2.0 20.9 | 100.0
1814415 23,860,219 | 17.17 | 20.6 2.3 16.2 53.3 7.6 100.0
48,500 27,237475 ] 18.14| 69.1 3.8 7.1 19.8 0.2 100.0
5,617,951 41,728,601 [ 15.58 ] 19.2 5.8 8.2 53.3 13.5 100.0
1,140,452 5,408,879 1 26.79 | 12.9 24.4 5.4 36.2 21.1 100.0
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TaBie 15: AnaLysis oF RurarL Hicaway
Objects

State ) Principal and in-

Construction of Mai of Administration terest payments

roads and bridges | roads and bridges | and engi: ing |on bonds
Total United States..... $626,965,373 $248,593,169 $36,031,353 $89,280,946
2,935,461 1,488,065 210,476 726,134

8,480,916 671,967 490,237 443,673

14,397,819 3,196,665 1,279,374 1,857,2088
21,329,275 - 10,987,776 1,910,576 5,208,277
5,144,480 2,651,055 544,328 145,543
4,189,517 3,973,616 251624 | ........
4,561,348 535,610 240,976 465,588
6,287,424 1,569,354 280,771 1,046,466
10,029,427 2,853,167 779,485 1,245,083
8,263,361 1,467,630 226,705 1,020,946
21,850,575 12,392,158 1,515 864 1,979,717
27,606,442 14,732,391 1,236,659 10,360,184

26,084,193 10,442,776 1,132859 | ......... 9
16,068,282 4,715,845 461,474 615,327

Kentucky..........vnnt 7,622,488 3,666,942 393,730 789,58510
Louisiana..... e, 10,479,570 875,883 - 293,494 2,183,843
Maine................. 6,582,554 1,308,342 73,0642 442,186
Maryland.............. 5,337,456 3,324,353 196,952 1,329,552
Massachusetts.......... 9,062,104 8,318,549 817,458 901,294
Michigan.............. 36,244,828 10,550,568 2,153,616 4,864,124
Minnesota............. 23,816,054 10,736,693 © 909,334 1,634,658
Mlsslss1ppl .............. 12 887 000 3,659,108 443 893 3,051,833
Missourt......o0euensen 8, 588 '306 5,461,213 759,311 886,770
Montana.............. 6,619,129 1,509,797 648,167 1,106,241
Nebraska....,......... 6,291,375 3,677,566 184,565 166,478
evada................ 1,304,665 258,116 115,908 139,057

New Hampshire, ....... 1,248,618 2,291,486 16,1583 85,5001
New Jersey............ 15,973,807 8,657,498 951,063 1,761,120
New Mexico............ 2,635,933 510,302 111,6674 889,541
New York............. 31 732 ,971 14,031,131 2,345,952 6,111,269
North Carolina......... 16, 734 431 5,989,437 782,257% 3,705,965
North Dakota.......... 4, ,328 985 2,577,366 264, 213 ........
Ohio..... 42,955,743 19,780,152 - 2,213, 1498 10,802,307
Oklahoma 9,068,249 3,576,748 837 330 748,413
Oregon............ .. 23,891,963 - 1,756,103 659,990 1,492,792
Pennsylvania........... 44,958,763 17,733,042 3,288,993 5,768,740
Rhode Island........... 2,028,813 439,757 112,642 134,700

South Carolina......... 7,280,309 1,259,289 504,021 154,413
South Dakota.......... 7,889,272 4,959,012 356,4848 436,802

Tennessee.............. 8,160,059 2,715,290 723,784 650,65413
TeXas...oeeeeeaennnnsn 30,191,076 12,133,177 1,870,528 8,191,819
Utah.................. 3,462,964 787,730 137,418 610,475
Vermont............... 1,048,747 1,092,998 8,739* |  ........
Virginia,.............. 8 254 486 5,045,909 931,949 1,101,970
Washington............ 17, 344 669 3,384,970 732,835 2,009,679

West Vlrglma .......... 7 274 371 1,426,626 493,987 679,23214
Wisconsin.............. 25,239,698 12,806,971 902,037 939,588
Wyoming.............. 3,197,397 612,970 234,908 396,200

*Footnotes for this Table on page 58
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EXPENDITURES, BY STATES, 1921'*

Percentage distribution

Pef N
Machinery, i Admin-
eonivn;en:rnand Total SRR | con. | Maine i::";tei:ﬂ Debt All Total
mur:'neoun struction Vtenance gineering charges other
$35,716,931 1$1,036,587,772 | $9.65 | 60.5 24.0 100.0
247,699 5,607,835 2.36 | 52.3 26.5 1 100.0
561,692 10,648,485 | 30.06 | 79.7 6.3 100.0
479,948 21,211,014 | 11.92 | 67.9 15 .1 100.0
2,387,068 418229721 11.65 ) 51.0° | 26.3 1 100.0
563,415 9,048,821 9.41 | 56.8 29.4 100.0
30,959 8,445,716 594 49.5 47.1 100.0
232,115 6,035,637 1 26.68 | 75.6 8.9 100.0
404,118 9,588,133 9.57 1 65.6 16.4 1 100.0
909,432 15,816,594 5.38} 63.5 18.0 100.0
828,741 11,807,383 | 26.34| 70.0 12.4 100.0
1,881,134 39,619,448 5991 55.2 31.3 100.0
566,656 54,502,332 | 18.38 { 50.7 27.0 1 100.0
1,664,725 39,324,553 | 16.17 | 66.3 26.6 100.0
809,179 22,670,107 | 12.73| 70.9 20.8 100.0
149,918 12,622,663 5.18| 60.4 29.0 i 100.0
189,213 14,022,003 7.70 4 6.2 1 100.0
295,765 8,701,911 | 11.27 S. 15.1 100.0
109,823 10,298,136 | 6.99 1 32.3 100.0
436,226 19,535,631 4.97 42.6 100.0
19.0 100.0

1,759,482 55,572,618 | 14.62

_
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74.8
75.6
51.8
46.4
65.2
61.5
63.3
53.3
63.8 .
207,625 10,527,609 8.02| 59.8 | 34.9 100.0
293,206 2,110,952 1 27.27 | 61.8 | 12.2 1 100.0
57,659 3,699,421 ] 8.31| 33.8 | 62.0 100.0
752,582 28,096,070 | 8.64| 56.8 | 30.8 : 100.0
111,562 4,259,005 | 11.65| 61.9 | 11.9 2 100.0.
2,803,688 57,025011 | 5.39] 55.6 | 24.6 1 100.0
2,111,610 29,323,700 | 11.22 | 57.1 | 20.4 1 100.0
76,667 |. 7,247,231 | 11.02} 59.6 | 35.6 100.0
828,287 76,579,987 | 12.951 56.0 | 25.9 1 100.0
449,151 146798911 7.04| 61.8 | 24.3 100.0
168,065 27,968913 | 34.94 | 85.4 6.3 100.0
3,600,015 75,349,553 | 8.481 59.6 | 23.6 [” 100.0
112,322 2,828234 | 4.61| 71.9 | 15.5 4. 100.0
851,249 10,049,281 | 5.88 | 72.6 | 12.5 1. 100.0
547,397 14,188,967 | 22.01 | 55.6 | 34.9 3 100.0
447,660 12,697,447 5.38| 64.3 | 21.4 5. 100.0
1,520,671 53,907,271 | 11.27 | 56.1 | 22.5 15, 100.0
176,127 5,174,714 | 11.22] 66.9 | 15.2 11, 100.0
........ 2,150484 | 6.10 | 48.7 | 50.8 0 100.0
151,078 154853921 6.60 | 53.4 | 32.5 7 100.0
766,576 24,238,729 | 17.44 ] 71.5 | 14.0 8 100.0
185,857 10,060,073 | 6.70 | 72.3 | 14.2 6. 100.0
1,825,474 41,713,768 | 15.58 | 60.5 } 30.7 2. 100.0
283,937 4,725,412 | 23.41} 67.7 | 13.0 8 100.0
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ernments, road expenditures play a much more important
role than the combined percentage for the two seems to
indicate at first sight.!

In considering the significance of these ﬁgures of road
expenditures, as in the case of all other public expenditures,
it is of course necessary to go far beyond the actual statis-
tics into difficult questions of social and economic policy
on which the judgment of no individual or not even any
single generation 1s conclusive. Expenditures for roads,
for instance, as well as those for education and for national
defense, may be considered investments in capital equip-
ment for common use of the community. The wisdom
and productiveness of such investment depends upon,
among other factors, the uses to which they are put, the
rapidity with which they are used up, and the distribu-
tion of the burden: they impose upon present or future
generations—all of which are not easily to be determined.

1See Table 15.

Footnotes to Table 14

lFrom data furnished by the U. S. Bureau of Public Roads.
*Includes all receipts from sale of highway bonds during 1921 and all cash from pre-
- vious bond sales on hand at beginuing of the year.
slncludes only federal aid and national forest payments received by the states and
credited by them to their respective highway funds during the fiscal year in question.
sApproximate. .
sncludes $1,846,310 state appropriations,

Footnotes to Table 15

From data furnished by the U. S. Bureau of Public Roads.
2Cost of state engineering and inspection charged to construction.
3General administration only. Cost of engineering charged to construction.
4State engineering amounting to approximately $140,000 charged to construction.
sState engineering charged to construction and maintenance. -
*State administration and engineering. Local engineering and administration charged
to construction and maintenance.
"Does not include approximately $400,000 of interest payments charged to con-
struction.
* sComplete data for principal and interest payments not available.
sInterest and principal payments on road and bridge bonds and warrants amounting
to approximately $1,000,000 for interest and $750,000 for principal were paid from
county and townshlp general funds. Data for bonds alone not available.
1Does not include approximately $150,000 of interest payments charged to con- -
struction.
uDoes not include approximately $15,000 of interest and principal on town bonds
charged to construction.
12Does not include approximately $450,000 interest and principal payments charged to
“miscellaneous.”
nComplete data not available. Total interest and principal payments on highway
bonds estimated to have been approximately $2,000,000 during 1
uDoes not include approximately $270,000 of interest charged to construction.
sIncludes cost of gravel pits and railroad crossings.
vlncludes interest and principal payments on county and town highway bonds.



CHAPTER V
PUBLIC INDEBTEDNESS

Public credit is a comparatively recent development in
the history of finance. It is essentially an institution or
product of democracy. Public borrowing in the nineteenth
century appeared to assume such large proportions that
contemporary writers predicted universal bankruptcy;
yet, this prognostication did not materialize. The indus-
trial revolution caused such a large increase in capital and
wealth generally that wealth outstripped the enhance-
ment of public debt, which circumstance increasingly light-
ened the relative burden of the debt.

Incurrence of indebtedness on the part of governmental
authority should not ipso facto become an object of con-
demnation. This method of financing the needs of a
community or nation may, in fact, be just as commendable
and defensible as in the case of private economy. It
would appear, for example, preferable to finance by bond
issues a project of improvement the benefits from which
are continuous over a long period of time than to place
the entire burden on the present generation of taxpayers
and raise the funds by taxation. In fact, the existing bur-
den of taxation may be so high that the only alternative is
the utilization of the borrowing power of the community if
a necessary improvement is to be installed. In either case,
the cost must be defrayed out of taxes in the long run, but
the distribution of the expenditure assumes ar~ Sre equit-
able form if all those who enjoy the facilities'afforded by
the outlay share equally in its cost, other things being
equal. The natural corollary of this proposition 1s that it
would be wholly unwise to extend the term of a bond issue
beyond the potential life of the improvement; otherwise,
the annual benefit derived from it by a future generation
of taxpayers will involve a double cost, if the improvement

is replaced.
59
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In the last analysis, therefore, the growth of public
indebtedness in and by itself should neither be deplored
norinspire fear and anxiety as to the outcome. The only
matters to be considered are whether the object of the
expenditure itself is a wise one in serving a distinct public
need, whether the project is well-conceived and efficiently
and economically executed, whether it is undertaken at a
propitious time, all things considered, and whether the
community is not overexerting itself in incurring the in-
debtedness. There may be periods when a community,
just as an individual, may be so heavily loaded down with
its usual recurring charges that it ought not to undertake
fresh burdens, no matter how laudable or desirable may
be the purpose of the contemplated expenditure. In
private economy it is not considered desirable to borrow
for consumption needs, but only for capital purposes; in
public economy, it is equally unwise for the collective
authority to meet operating deficits by bond issues, al-
though this principle is not infrequently violated, despite
constitutional or statutory provisions prohibiting this
course.

Why, therefore, has the popular mind been so averse to
public indebtedness? What are the factors that have
made the average man view with concern the continuous
use of the borrowing power by governmental authority ?
First is the fact that the vast bulk of public indebtedness
of national or central governments in the past has been
incurred for war, the benefits or the necessity of which
have sometimes been difficult to realize on the part of the
generation' that suffers immediately from them. Second,
in so far as debts have been incurred by governments for
railways, canals, waterworks, harbors, roads and a myriad
- of other beneficial objects, the average man is inclined to
feel either that the expenditure has not always been a wise
one or else that the community does not usually receive a
full guid pro quo. Opportunities for fraud, waste, chi-
canery, overcharging and nepotism are believed to exist
on a much wider scale in public life than elsewhere; hence,
there is the constant fear that the cost of an improvement
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undertaken by governmental authority is often inuch
higher than it need be, thus benefiting a certain element
of the community that thrives on public inefficiency and
recklessness. '

Third, it is felt that public bodies do not always exhibit
the proper degree of business foresight and wisdom in dis-
bursing public funds at the propitious time. This situa-
tion is particularly true of public construction in recent
years. There are periods when sound public policy de-
mands that new construction contemplated by the com-
munity be postponed to some later date. Students of the
unemployment problem everywhere are agreed that one
of the means of alleviating distress in the depression pe-
riods of the business cycle, when factories are shut down
and employment is severely curtailed, is public construc-
tion. They have repeatedly urged that governmental
bodies arrange their improvement programs in such a way
as to take up the slack in private industry whenever it
manifests itself. In this wise, two noteworthy objects
would be achieved. First, this procedure would obviate
the necessity of governments bidding for labor and mate-
rials against private industry in a period of intense busi-
ness activity in general or in construction lines in particu-
lar, thus tending to increase wages and prices and enhanc-
ing the cost of the improvement to the community at large.
Second, public construction work at such times would
relieve acute conditions of unemployment which ordinarily
follow in the wake of industrial depression. That govern-
mental authorities have not, however, given sufficient at-
tention to this important consideration is evident. Bonded
indebtedness of state and local governmepte-is rapidly
mounting and new projects, financed by bd.d issues and
running into hundreds of millions annually, are under-
taken irrespective of conditions in the construction in-
dustry and in business generally.

Finally, the preponderance of revenue derived by state
and local authorities in this country is derived from the
general property tax, which is principally a tax on real es-
tate. Increasing indebtedness of state and local authori-
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ties, therefore, connotes higher and higher taxes on owners
of homes, factories, stores and other real property, which
tend to aggravate the maldistribution of the existing tax
burden. To be sure, part of the real estate tax may be
shifted to tenants and to consumers of products and
services manufactured and sold, but in so far as part is-
not shifted and remains as a permanent burden on the
person who pays the tax initially (as, for example, home
owners), the financial implications and ramifications of
the growing volume of indebtedness are serious enough to

©cause concern.

Facrs as To INDEBTEDNESS

According to figures compiled by the U. S. Census Bu-
reau in its survey of wealth, debt and taxation, the total
net indebtedness of state and local governments increased
from $3,822 millions in 1912 to $8,697 millions in 1922, an
increase of 128%, in the ten-year period, or an average of
12.89, annually. These figures comprehend all funded or
fixed debt, special assessment bonds, temporary loans,
outstanding warrants and other debt of every character,
Jess the amount held in sinking funds and other assets
held for the retirement of these obligations. Special assess-
ment loans, reported by local governments only, are es-
sentially a temporary obligation of the issuing authority,
for which the latter is usually reimbursed by the owner of
property adjoining the improvement. The gross aggre-
gate of special assessment loans was $755 millions or 8.7%
of the net debt and 7.4, of the gross debt. ’

The net debt of state governments increased from $346
millions in 1912 to $936 millions in 1922, a gain of 1719,
while the net indebtedness of all local governments, in-
cluding counties, cities, towns, villages, school districts,
road districts, etc., rose from $3,476 to $7,761 millions,
an increase of 123%,. The net debt per capita of state
and local governments was $79.99 in 1922, as compared
with $39.37 in 1912, an increase of 103%,.

That the debt of the Federal Government is today many
times what it was in 1912 occasions, of course, no surprise.
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Before the war, the net federal debt was approximately
#1 billion; today, it is slightly in-excess of $21 billions.
The World War was the most costly conflict that. man hax
ever engaged in, and despite the unprecedented amount
raised by war taxation, thé Federal Government had ‘to
defray three-fourths of its war expenditures by borrowing.!
~In August, 1919, the federal debt had reached $26.5 bil- -
lions but since then the trend had been downward. As of
October 31, 1924, the net federal debt stood at $21 bil-
lions, a decrease of 219, from the peak figure. The latter
figure includes indebtedness of foreign governments
amounting to $11 billions. Congress has provided that
receipts of interest and principal payments on account of
foreign indebtedness should be applied to retirement of the
public debt, in addition to the amounts appropriated an-
nually for the sinking fund against the war issues. _
While the debt of the Federal Government is being con-
stantly reduced, state and local governments continue to
-pile up fresh indebtedness from month to month in an ap-
parently endless fashion. It appears from present indica-
tions that the amount of bonds sold by state and local
authorities in this country in 1924 will exceed the figures of
1921, which was the record year heretofore. In the first
eleven months of the present year, long-term bonds to-
talled $1,289 millions in value, compared with $999
millions in the same period of 1923, $1,186 millions in 1922
and $1,070 millions in 1921.* Roads, bridges, schools and
soldiers” bonus represent the principal objects for which
indebtedness has been incurred in recent years, as may be
observed from Table 16. ‘It was estimated that plans for
new financing which received popular approval at the
recent election call for additional issues of $500 millions.
Details of the bond issues by states in recent years, as
compared with 1913, are furnished in Table 17.
How far exemption from taxation has stimulated the
incurrence of indebtedness on the part of state and local
1Cf. L. R. Gottlieb, “Taxation and War Strains,” Annalist, August 27, 1923,

. 271 ff.
pp’Dai{y Bond Buyer ﬁg\ires, New York Times, December 3, 1924.



1ABLE 16: ToTAL BORROWINGS OF STATE AND LocaL GovERNMENTs, 1913 anD 1919-1923t

1923

1922 1921 1920 1919 1913

United States Total............. . ceeenses..1$1,063,119.823 [$1,101,917,913 [$1,208,768,274 | $683,188,255 3691,518.914 | “$403,246818
AlMBAMA. uireieinriineit i e 7.675 800 8.807.800 5,085,500 4,898,500 2,081,000 1,221,000
Arisona.. 3,041,000 6,058,853 13,058,500 3,090,500 13,140,000 2 522.000'
Arkansas . 8,441,700 10,878,782 1.999.500 21,932,500 29,766,000 [ 1 4,214,700
California 86,479,390 66,035,068 89,104,534 47,479,093 33,310,331 42,489,702
Colorado..... 19,969,092 14,385,650 9,141,217 1.042,972 - 4,353,000 2,952,300
6,564,838 11,324,000 11,912.000 7,788,000 1,919,000 225,000

010,000 5.117.000 4,990,000 +1,636,000 2,540,000 * 697,000

31,712,500 21,640,500 10,054,500 11,396,000 6,858,439 8,241,550

6.228,000 10,494,000 9.063,500 5,850,111 10817,600 | . 1,939,000

3,028,063 4.872,493 16,231,422 6,170,122 18,171,190 1,316,704

92,876,100 42,976,500 54,564,500 25,017,000 10,640,500 -+ 6,800,597

24,074,471 28.143,218 18,746,563 18,127,280 9,572,152 8,304,988

35,065,078 14,096,100° 15,804,824 9,971,811 8,084,286 3,367,687

38,878,642 10,742,269 6.547.361 6,978,183 6,901,340 2,735,639

5,105,000 5,370,702 4,075,042 1.057,000 1,203,246 789,607

18,626.300 16,479,500 15.591,000 8,109,500 31,068,500 13,080,522

2,833,000 5,429,000 2,800,000 6,604, 690,700 676,800

16,731,500 19,078,275 14,441,778 2,953,775 3,541,000 13,120,000

28,589,175 31,453,950 29,018,232 26,352,600 17,727,991 25,640,023

56,545,807 70,897,050 120,907,400 29,201,167 18,478,027 6,833,678

37,464,319 30,742,466 46,419,829 34,584,476 18,006,564 11,680,599

8,795,100 9,335,811 8,124,600 7,853,300 10,110,332 3,745,000

19,233,742 38,069,856 11,661,912 9,357,194 9,285,812 ,220,608

4.638,448 6,548,694 11,029,449 8,701,246 6,815,492 1,943,743

9,231,290 15,438,194 14,665.278 11,362,831 2,075,717 2,389,550

342,000 721,500 1,120,000 366,000 90,000 324,000

3,055,000 2,767,000 2,057,000 868,000 2,030,000 725,

56,201,135 55,272,288 60,267,928 31,928,438 17,874,101 13,267,729

2,401,679 2,858,100 2,649,126 1,465,560 1,719,200 819,900

54,214,247 104,709,993 137,273,319 | 31,461,165 31.272,316 89,440,777

64,394,500 60,490,500 53,073,900 9,628,000 17,385,000 6,080,500

12,288,230 4,400,750 4,979,581 2,074,200 1,571,530 1,258,072

79,920,013 84,986,445 105,127,112 91,401,606 78,495,651 35,032,344

9,963,800 12,017,240 7,116,500 5,655,000 13,372,668 3,231,916

20,232,740 31,987,204 24,382,848 20,763,196 26,445,761 9,380,965

49.027.000 85,267,300 76,083,500 53,505,600 46,793,300 26,215,700

,385,000 10,024,000 2,128,000 5,205,000 975,000 81 8.000

9,444,500 8,439,000 10,151,600 4,511,938 3,889,000 3,700

5,552,000 © 7,983,500 24,231,000 14,155,000 14,618,500 459,000

13,123,524 11,142,508 16,716,315 8,485,564 11 459.121 4,636,440

39,067,202 , 67. 42,613,984 19,365,750 66,923,275 13,300,211

,169,5 1,748,900 6,218,339 7,247,500 9,156,400 853,000

537,000 465,100 487,000 309,000 1,505,000 143,000

18,303,000 22,702,775 14,127,000 8,514,500 3,825,600 1,594,000

Washmgton 12,470,844 9,747,878 31,926,809 12,331,918 18,866,863 11,308,468
West Virginia., 11,974,000 4,885,000 18,062,000 16,321 200 4,239,500 1,908,000
Wisconsin,. 19.193.507 23,221,700 18,513,175 13,081,839 8,148,450 4,290,302

. 3,021,000 799,204 7,553,800 1.027.120 1,806,250 37,5

1Compiled from the Commercial and Financial Chronicle, State and City Section, Part I.
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TasLe 17: STATE AND MuniciraL Bonp Issues, CLASSIFIED

By OsjEcTs, 1910-1923*

(Figures in millions of dollars)

Re- Sosdar Schootd] Build- Light fing 30 Miscel-
Year funding| Water bri‘é(g:es' Sewer§ ings Parks ag:g p;([’nv-e- laneous Total*
* ment

1910..] $19 | $55 | $66 | $28 | $41 | $34 $5 $2 | 12 | $57 | $320
1911,.] 18 75 88 34 47 38 17 3 18 58 397
1912..| 15 60 89 26 46 31 13 8 ‘18 81 387
1913..] 27 49 | 108 26 55 42 9 3 20 63 403
1914. . 9 57 | 147 33 63 44 8 4 16 95 474
1915..] 32 44 | 136 31 80 33 10 8 25 98 499
1916 | 23 39 | 142 23 70 28 9 3 18 | 101 457
1917..] 15 28 | 131 33 60 26 11 7 22 .1 118 451
1918..] 10 39 64 34 40 | 12 2 4 25 67 297
1919..[ 13 55 1296 39 | 103 25 8 10 48 94 692
1920..] 11 54 {216 40 | 130 25 18 12 50 | 1443 683
1921.. 9 80 393 73 217 42 22 14 96 2624 1209
1922..] 30 94 | 344 91 | 237 40 19 28 76 | 1435 | 1102
1923..1 20 87 | 314 89 | 208 47 30 16 83 | 169% | 1063

1Compiled from the Commercial and Financial Chronicle, State and City Section, Part 1.

?These figures differ considerably in later years from those compiled by the Daily Bond Buyer.

ncludes soldier bonus, $18 millions.
sIncludes soldier bonus $168 millions.
sIncludes soldier bonus, $41 millions.
sIncludes soldier bonus, $92 millions.

governments is a matter concerning which it is difficult to
ascertain the facts or even to venture an opinion. That
the high surtax rates of the federal income tax have
operated to make it advantageous for recipients of large
incomes to invest in state and municipal issues, was clearly
brought out in a previous report of the Conference Board.!
Nevertheless it will be observed from Table 18 that the
cost of borrowing, as measured by the interest rate, has
been considérably higher in recent years than before the
war, although it cannot be gainsaid that the rate of inter-
est would undoubtedly have been even higher were it not
for the federal income tax exemption which state and
local issues enjoy. This privilege undoubtedly results in
a net loss in revenue, for while state and local governments
derive a definite benefit from federal income tax exemp-

INational Industrial Conference Board, “Tax Burdens and Exemptions,”

Research Report No. 64, 1923, pp. 114.
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TasLe 18: StaTe anp MunicipaL Bonp Issugs, Crassi-
F1ED BY RatE oF INTEREsT, 1910-1923!
(Figures in millions of dollars)

Un-
Above
Vear | 30 (VAN AR [MAST|ERT] B |5 per | Koo | Total
$2 | 817 | 395 .. | $53 | $45 | 331 | $63 | $307
.. 7 | 127 | $70 89 65 29 8 395

. 33 3 | 125 | 330 | 656 62* | 1209
. | 105 (131 219 | 307 | 252 882 | 1102
98 | 102 |272 }237 | 203 | 1512 | 1063

1Exclusive of Ncw York Clty sinking fund takings. Source: Commercial and Financial
Chronmicle, State and City Section, Part 1.

sIncludes $36 millions bearing 43{ per cent interest in 1921, $56 millions in 1922 and
$138 millions in 1923,

tion through better terms of financing, the Federal Gov-
ernment’s loss in income tax revenue probably more than
offsets the gain of state and local governments.

Eliminating duplications and allowing for retirements
and sinking fund assets, it may be estimated that the net
indebtedness of state and local governments now exceeds
$10,500 millions, as compared with $8,697 millions in 1922.

TasLe 19: Ner PusLic INDEBTEDNESS AND TANGIBLE

NationaL WeALTH
(National Industrial Conference Board)
(Figures in millions of dollars) P

Yeur Net public indebtedness Tangible de:l:'m:d‘g;: %o
" Federal | State | Loeal Towad | wealth | i
1890..... $852 $211 $926 $1,989 | $65,037 3.19,
1902..... 925 23§ 1,630 2,790 97,810 2.9%
1913..... 1,029 346 3,476 4,851 | 187,739 2.6%
1922..... 22,448 936 7,761 31, 145 320,804 9.7%
1923..... 21,589 1,105 8,330 31 024 .......... eeneens
1924¢....| 20,906 10,550 31,456 | ....... Cereeeaas .

®As of October 31, 1924,



CHAPTER VI
SUMMARY

In summarizing this discussion, it is possible only to
state the main thought of each section of the report, and
in lifting these thoughts from the text, qualifications and
determining circumstances embodied in the report itself
are necessarily omitted. In order to obtain a clear and
complete understanding of the significance of the main
points as outlined below, it is advisable that the summary
should be read in conjunction with the full text of the re-
port as a whole. With this in mind, the outstanding con-
clusions may be summarized as follows:

(1) The large increase in the volume of taxation in re-
cent decades has been due to many factors. Growing
populations and concentration in large urban centers have
served to enhance tax burdens. In democratic countries
increasing attention is being given to the mental, cultural
and intellectual development of the masses. Better
quality as well as greater quantity in public services is
demanded. Increased individual prosperity in itself gives
rise to extravagance and wastefulness in public economy.
The falling purchasing power of money has tended to raise -
the level of prices. Finally, the frequency and growing
costliness of wars have considerably raised the level of
public expenditures.

(2) General property taxation for local purposes showed
an increase of 7.0%,in 1923 over 1922. It is significant to
. note that agricultural states show increases along with
industrial states.

(3) The volume of federal, state and local taxes raised
in 1923 reached $7,716 millions as against $6,961 millions
in 1922, an increase of $755 millions, or 10.8%,. Per capita
taxes were $69.72 in 1923 as compared with $63.72 in 1922.
Federal taxes increased 15%, in 1923, state taxes 2.8%,
and all local taxes 9.99. '

68



SUMMARY 69

(4) State and local taxes represented 58% of the total
tax bill of the nation in 1923 as compared with 607, in
1922 and 47% in 1921.

(5) Total taxes represented 11.5%, of the national in-
come in 1923 as compared with 11.9%, in 1922 and 6.4%,
in 1913.

(6) The ratio of the value of exempt to taxed real prop-
erty and improvements in this country rose from 11.7%
in 1912 to 13.29%, in 1922. The average annual increase
in the value of legally exempt property between 1912 and
1922 was 6.79,.

(7) The value of tangible and intangible property ex-
empt from taxation amounts to $55,500 millions.

(8) Approximately 6%, of the total population filed a
federal income tax return in 1923, applied to 1922 incomes,
and of this number 467, did not have to pay a tax at all,
largely as a result of personal exemptions. Concealed
burdens tend to give rise to civic indifference and fiscal
laxity.

(9) Total governmental expenditures were $10,045
millions in the year 1923 or $90.77 for every man, woman
and child in this country. These figures compare with
$2,919 millions in 1913 or $30.20 per capita, with $1,571
millions in 1902 or $19.40 per capita, and with $855 mil-
lions in 1890 or $13.56 per capita. Of the total for 1923,
only $3,459 millions represented the expenditures of
the federal government and the remainder constituted
expenditures of state and local governments. The ‘com-
bined disbursements of all governmental p~its in this
county in 1923 was equivalent to 939, of the cotal amount
paid out in wages and salaries by all the manufacturing
})lants in the country covered in the last Census of Manu-
actures, namely, that taken in 1921.

(10) Total governmental expenditures represented 15%,
of the national income in 1923 as compared with 8.5% in
1913, 7.7% in 1903 and 7.19, in 1890.
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(11) Almost three-fourths of the Federal Government
expenditures related to national defense. As the war
debt is reduced and foreign loans are repaid, net expendi-
tures on account of wars will decline.

(12) The total cost of elementary and high school edu-
cation increased from $426 millions in 1910 to $605 mil-
lions in 1915, $764 millions in 1918, $1,036 millions in
1920 and $1,581 millions in 1922. The cost per pupil in
average attendance has grown from $33 in 1910 to $49 in
1918, $64 in 1920 and $86 in 1922. The total cost of pub-
lic and private education has increased from $375 millions
in 1902 to $1,060 millions in 1918, $1,450 millions in 1920
and $2,145 millions in 1922. Total cost of education repre-
sented 3.7% of the national income in 1922 as against 2.0%,
in 1920, 1.89%, in 1902 and 1.4%, in 1890.

(13) The total amount spent on rural roads, exclusive of
city streets, increased from $78 millions in 1904 to $1,037
millions in 1921. Three-fifths of this amount for 1921 went
for building new roads and one-fourth for maintenance of
existing roads. Roughly, one-fifth of the total state and
local indebtedness now outstanding is represented by
highway bonds. :

(14) Total net indebtedness of state and local govern-
ments increased from $3,822 millions in 1912 to $8,697
millions in 1922, and to roughly $10,500 millions at the
present time. While the debt of the Federal Government
is rapidly being reduced at an approximate rate of one
billion dollars annually, state and local governments con-
tinue to pile up fresh indebtedness from month to month.
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