PART II1
FINANCIAL AND ECONOMIC ASPECTS OF PUBLIC-AID MEASURES

The growth of governmental responsibility for the welfare of the economically
insecure has had important repercussions in the realm of finance and economics. Ques-
tions of the utmost importance to the welfare of the Nation are raised.

In the first place, the very growth of these expenditures calls for explanation.
This question has been indirectly answered in the preceding chapters of this report.
It is evident that the major cause of the rise in expenditures has been lack of private
incomes on the part of a large section of the population. The heavy unemployment
and lowered income produced per head which cha.acterized the decade 1930-40 greatly
increased the need for socially provided income. As compared with earlier decades,
also, there has been an increase in the proportion of the population in the older and
nonproductive age groups.

Another contributing factor has been a broadening of the concept of public responsi-
bility in regard to the economically insecure. This has been expressed on the one hand
in a tendency to make more generous payments and to adopt less stringent conditions
of eligibility for public aid including, through the social insurances, the provision of
socially provided income unaccompanied by any test of need. On the other hand,
iocreased provision has been made for some of the other-than-maintenance needs of
the persons without income. In particular it has been recognized that needy employ-
able persons require not merely assurance of income but also the opportunity to eagage
in productive work.

In the second place, the participation of all levels of government in a variety of
programs with a common general objective but operating on different financial prin-
ciples, leads to the further inquiry whether the distribution of financial responsibility
for all forms of public aid results in adequate performance of functions, and approxi-
mately equalizes the burden of taxpayers in different parts of the country. These
problems are discussed in Chapter X.

Finally, since expenditures are now so large, their disbursement and methods of
financing may be expected to have significant repercussions on the tempo of the eco-
nomie life of the country which call for analysis and appraisal. Chapter XI seeks to
determine what these effects have been.

Economic influences have also been exerted more directly by public-aid programs.
Public aid given in the form of publicly provided work may add to the total volume of
production. At the same time, such programs may affect the volume of both the
total labor supply and that portion of it which is available for private employment.
The geographical mobility of labor may also be affected by the character of public-aid
programs in different parts of the country. The nature of these economic repercussions
is the subject matter of Chapter XII.
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CHAPTER X

."INTERGOVERNMENTAL DISTRIBUTION OF FINANCIAL

RESPONSIBILITY FOR PUBLIC-AID PROGRAMS

The financing of public aid during the years 193140
has been characterized by three major developments:
A tremendous growth in the total volume of expendi-
tures; the assumption of a large share of the respon-
sibility by the larger governmental units, especially the
Federal Government; and finally, resort to a wider
variety of financial techniques and sources of revenue.

The total volume of governmental expenditures
for public aid has increased from slightly over
$200,000,000 in the fiscal year ending June 30, 1932, to
over 4.4 billion dollars in the fiscal year ending June
30, 1940. The trend of these expenditures and their
fluctvations from year to year are evident from
Table 63.1

These large sums have represented increased expen-
ditures at all levels of government. As pointed out in
Chapter III, however, an outstanding feature of the
years under discussion in comparison with previous
decades is the important share of financial respon-
sibility —assumed by the Federal Government.
Although after 1935 there was a steady decline in the
proportion of expenditures carried by the Federal

LIt is obvious that certain more or less arbitrary declsions have to
be made in the selection of the items to be included in “governmental
expenditures for public aid.” Both techinienl difficulties and social
interpretation make necessary an allocation and distribution which
will serve the over-all purpose of this and the following chapter: to
show how the operations of publie-ald programs have affected and have
been affected by existing financial arrangements.

Governmental expenditures for public aid, as used in the discussion,
Include payments to reciplents benefiting from public-ald programs and
cost of administration (unless specified to the contrary). Thus govern-
ment funds (Federal, State, and loeal) expended for public-aid purposes
are the only type of expenditures which are defined as “governmental
disbursements for public aid.” Exclusions from the annual totals will
be indicated whenever they result in a deviation from the admittedly
arbitrarily set definition.

The following public-aid programs are included in all instances:
General relief under State and local administration, including aid to
needy veterans; Farm Security Administration grants, but not loans
except their administrative cost; surplus commodities ; Federal Emer-
gency Relief Administration, exclusive of surplus commodities; loans
and grants to States, municipalities, ete., by the Reconstruction Finance
Corporation ; old-age assistance; aid to dependent children: aid to the
blind ; Work Projects Administration (formerly Works Progress Adminis-
tration) ; National Youth Administration ; Civilian Conservation Corps ;
old-age and survivors insurance under the Social Security Act; old-age,
disability, and survivors insurance under the Railrond Retirement Acts ;
unemployment compensation under State laws; railroad unemployment
insurance ; governmental workmen's compensation payments and medical
care, hospitalization, and burial costs; the employment service; and the
Civil Works Administration,

The major exclusion from the annual totals of public-aid expenditures
is that of the governmental cost of the emergency public works other
than the CWA. While their exclusion clearly understates the total
funds that were appropriated by government for public-aid and closely
related programs, a combination of logical and technical factors has

TABLE 63.—Governmental erpendilures for -1
. ) tal ¢ public-aid progra
including cost of admmgst.'at:pn, in relation to all gmrgmfnef:?:i
expenditures and to national income produced, and governmental
expenditures for public aid per inhabitant

Governmental ex- | Public-aid expendj-
All gov- penditures for tures -13]:'(E -
ern- | National | public aid age uffa Ll
X mental | income
Flscial yeasl"jcnded expendi- [produced
une 30— tures | (millions All govy-
(millions of E?Jﬂ?}'?é Per in- -t National
of dollars) of 3 [ habitant | mental | income
dollars) dollars) (dollars) cx"[l)-'e;;gi- produced
2,925 35, 000 21 0.22 0.7 0.1
8, 851 68, 000 63 .67 T 5
13, 643 40, 100 208 1. 67 1.5 .5
11,284 42, 400 739 5,90 6.5 1.7
13, 604 50, 300 2, 545 20. 16 19.0 5.0
15, 011 55, 800 3,018 23.75 20.1 5.4
17, 009 4, 800 3,002 24.16 17,1 4.8
17,187 70, 900 3, 516 27.30 2.6 5.0
16, 804 63, 500 3, 636 28,03 21.6 5.7
18, 199 69, 300 4, 946 37,80 27,1 7.1
18, 207 76, 700 4, 455 33,90 24.5 5.8

Sources: Federal expenditures (minus debt retirement and tax refunds) computed
from annual reports of the Secretary of the Treasury on the state of the finances for
the fiscal years 1913, 1924, 1938, 1939, and 1940, State and local expenditures from
The Conference Board Feconomic Record [National Industrial Conference Board],
I (Sept. 15, 1039), 94, and III (Apr. 24, 1941), 171; 1940 data differ from Pruvious years
because expenditures roHublic-servjce enterprises have been exeluded. Figures for
national income produced from the series compiled by the National Resources Plan-
ning Board. Governmental ecost of public-aid programs from appendix 19 below.
Population figures for 1013 and 1023 from U, 8. Bureau of the Census, Statistical
Abstract of the United States, 1958, Washington, 1939, p. 10, table 12; fur 1940 fromn
Sirteenth Census of the United States: 1940, Preliminary Release, Sept. 22, 1940, p. 3,
table 1; all other years computed by interpolation. For the type of public-aid ex-
penditures included, see footnote 1 of this chapter.

made this exclusion imperative. First, it has become increasingly Cif-
ficult to differentiate between emergeney public works initiated because
of a concern over loss of income due to unemployment and those also
financed from “emergency funds" but undertaken for other reasons.
Second, it is technically impossible to allocate, both as to the time
periods covered and the levels of government invoelved, the expenditures
for PWA as a public-aid measure.

Total governmental expenditures for emergency public works ex-
clusive of CWA) have been as follows :

Fiscahl]g;awded Expenditures F:sc?tilg;nr ended Expenditures
$523, 736, 000 §1, 519, 853, 000
1, 105, 133, 000 476, 524, 000
1, 307, 111, 000 1, 119, 363, 000

Sources : The Budget of the United States Government, 1937, 1938,
1939, and 1940, Supporting Schedule No. 2-C, pp. XXXIII, XXXII,
XXIX, and XXX, respectively: The Budget of the United States Gov-
ernment, 1941, Informational Table No. 8, p. 1032, Federal emergency
construction projects expenditures exclude repayable recovery and relief
moneys expended for reclamation projects.

Another exclusion is that of nongovernmental workmen's compensa-
tion disbursements and costs of hospitalization, medical care, and burial
costs. Expenditures for governmentally provided services, such as
maternal and child welfare services, are also not included.

It should be noted that “expenditures” under the social insurances
{other than workmen's compensation) is not equivalent to the total
amounts collected in the form of wage and pay-roll taxes. Social-
insurance disbursements are only the actual amounts spent for benefit
payments plus the cost of administration.
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Government, it still carried the preponderant share
in 1940. The significance of this change can be ob-
served in Table 64.

TasLe 64.—Public-aid expenditures, including cost of administra-
tion, by level of government, fiscal years 1932—40

Annual cost as per-

Federal share Stiﬁ-!_c;cal cent of 1940
Total expenditures
Fiscal year (thou-
ended sands
June 30— Amount | Per- | Amount | Per-

of
dollars) (thou- | ceny | (thou- | cent Fed- | State-
sandsof | of | sandsof | of Total eral | local
dollars) | total | dollars) | total

14,411 | 2,1 |2203,151 | 97.9 5| 0.2 11

383,115 | 51.8 | 356,366 | 48.2 17 | 18 19

2,007,363 | 78.0 | 537,300 | 21.1 57 | 78 28

2,382,358 | 78.9 | 635,920 | 21.1 68 | 93 34

2,310,199 | 74.7 | 781,820 | 25.3 69 | 80 41

2,535,007 | 72,1 | 981,426 | 27.9 70|99 52

2,252,517 | 62.0 |1,383,034 | 38.0 82| 88 73

R 3,001,120 | 62.5 1,854,745 | 37.5 111 (121 98
102 4,455,145 | 2, 558, 348 | 57.4 |1,806,707 | 42.6 100 (100 100

! Consists of £3,751,000 governmental workmen's compensation payments (U, 8.
Employees’ Compensation Commission) including cost of administration, and
$660,000 for medical care, hospitalization, and burial expenses under this program.

? Consists mainly of general-relief payments under State and local administration
($118,700,000), and payments for old-age assistance, aid to dependent children, aid
to the blind, includ ng administrative cost (a total of $71,151,000 including payments
and cost of administration).

Source Appendix 19. All percentages computed. For details of expenditures
included in annual totals, see footnote 1 of this chapter.

There have also been marked changes in financial
techniques and sources of revenue. During the early
years of the decade, the provision of funds was to a
large extent made on an emergency basis. In 1940 sig-
nificant proportions of public-aid funds were provided
as part of the regular permanent expenditures of Fed-
eral, State, and local governments. The period of
financial accounting has also extended; borrowing has
been resorted to, especially by the Federal Government,
while the financing of social-insurance payments has
involved the accumulation of reserves. Furthermore,
as expenditures have grown and as larger units of gov-
ernment have entered the picture, new types of taxes
have been utilized. The property tax, which was the
major source of revenue in previous decades when
public aid was preponderantly a local financial respon-
sibility, has become less important as new sources of
revenue have been drawn upon. Outstanding among
these new taxes are sales taxes and the social-insurance
taxes levied on workers and on employers’ pay rolls.

Distribution of Financial Responsibility
Between Levels of Government

In 1940 all levels of government were actively par-
ticipating in the financing of public aid. The division
of responsibility, it will be recalled from Chapter IV,
varied from program to program. Certain programs
were wholly financed by the Federal Government;
others involved the participation of the Federal Gov-

National Resources Planning B oard

ernment with States or with the States and localitieg
together ; while general relief remained a responsibility
exclusively of States or States and localities.

Programs Financed Wholly
by the Federal Government

Se_ven of the public-aid programs analyzed in the
previous chapters are wholly financed by the Federy]
Government.? These are the old-age and survivors ip-
surance system under the Social Security Act; the old-
age and unemployment insurance plans for railroad
workers; the loan and grant programs of the Farm
Security Administration; and the programs of the
Civilian Conservation Corps and the Surplus Mar-
keting Administration. In addition, the Federal
Government is responsible for the expenditures for
workmen’s compensation payments (including cost of
medical care, hospitalization, and burials) incurred by
the United States Employees’ Compensation Commis-
sion. Although State and local governments also incur
expenditures for the purposes of workmen’s compen-
sation, their systems are wholly separate from the Fed-
eral system and are treated as wholly State-locally
financed in this discussion. The Federal costs of work-
men’s compensation are treated as wholly federally
financed. Finally, the short-lived Civil Works Ad-
ministration was so largely federally financed that it
can be regarded as a federally financed program, while
grants and loans to States and municipalities by the
Reconstruction Finance Corporation under the act of
July 21, 1932, are similarly treated because the greater
part of these loans was subsequently canceled and thus
represented a charge on the Federal Government.” The
total governmental expenditures for all the wholly fed-
erally financed programs for the fiscal years 1932-40
are shown in table 65.

It will be observed that from about $44,000,000 spent
for wholly federally financed public-aid programs in
the fiscal year 1932, representing roughly 2 percent
of all public-aid disbursements (including cost of ad-
ministration) in that year, the Federal expenditures
increased within 2 years to over $1.3 billion, account-
ing for nearly 53 percent of the total disbursements
under all public-aid programs.* By 1940, wholly fed-
erally financed programs, as defined above, acoountt?d
for $633,000,000, or over 14 percent of all public-aid
expenditures.

3 This statement needs some qualification in the ecase of the Surplus
Marketing Administration and the CCC, a part of whose administrative
costs are carried by States and localities,

3For an account of the specific financial provisions of each of :
these programs, see ch, IV,

+The nongovernmental costs of workmen’s compensation are not
included In this discussion. (See footnote 1 above and appendix 19.)
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TanLE 65.—Tolal governmental expenditures, including cost of administralion, for wholly federally financed public-aid programs,
fiscal years 1932-40

[Thousands of dollars]

Total expenditures, fiscal year ended June 30—

Program
032 1633 1 All yeary
193 034 1035 1936 1937 1038 1939 1940 1080s0
Surplus Marketing Administration ! 34,241 108, 104 188, 044 21, 771 7
Farm Feng‘lrity Administration 2__ e | = ._..'. ......... '_._.. 20, 813 }ig:;g 50:3‘3 g;:ggg lg;:ggg ?g(!)' 3:;
Civilian Conservation Corps.... 8,774 331, 941 435, 500 486, 281 , 808 326, 383 200, 386 283, 245 2, 548, 327
01d age and survivors insurance. ... ...\ " |\ T | " 486 14,158 20, 757 20,832 33,952 99, 185
Railroad retirement and unemployment insurance .| ____ e Ft e 270 5,477 82,402 | 100,119 | 135,282 332, 610
Civil ‘Wnr‘ks Acoinistabtlon’d- . o o e, A e 8§95, 961 11,327 676 207 222 222 "1 008, 717
Workmen’s ecmpensation___.____ "7 4,411 4,116 3,571 8,671 7,678 10,614 9,756 12,872 13,832 75, 621
Reconstruction Finanee Corporation. ... _______ _ | .. ___. 208,074 B e S i e e e e e ] | 293:&11
All wholly federally financed programs. _______. 4,411 | 345,205 | 1,340,064 644, 451 537,483 472,736 3 1

Percent of total governmental expenditures for public- : ' ; P St %20, 514 T 5N
i PrOgIAmIa . . L T 2.1 46.7 52,7 21.4 17.4 13.4 *4.3 10.9 14.2 19.2

1 The amount of $34,241,000 shown for 1032-83 represents cost for wheat and cotton distributed b‘i the Farm Credit Administration for relief purposes.

! Includes cost of administration of rehabilitation loans, but excludes amount of these loans whi

and 1940, $67,676,000,

were: 1036, $86,658,000; 1038, $70,562,000; 1937, $65,756,000; 1030, $119,149,000

3 Railroad unem}\]nymunt insurance payments hegan in the fiscal year 1839-40; prior to that year unemployment compensation payments to railroad workers were made

through Btate unemployment compensation programs.

¢ Not including for the fiscal year 1633-24, an amount of $50,538,000 financed by State-local povernments, (8ce Table 67, footnote 2.)

Source: Appendix 19,

Programs Financed Jointly by Federal
and Other Governments

The role of the Federal Government in supplying
funds is not limited to the assumption of complete
financial responsibility for the programs just men-
tioned. It carries, in addition, a heavy financial re-
sponsibility for most of the other public-aid programs.
There are, however, very considerable variations in
the method of sharing the costs of these programs
between the Federal Government on the one hand and
State and local governments on the other.

Closest to the wholly federally financed public-aid
systems are the WPA and the NYA programs, for
which the Federal Government carries the main finan-
cial responsibility. Sponsors have been required to
meet at least 25 percent of the total costs of all State or
locally sponsored WPA projects approved and placed
in operation since January 1, 1940. Under the NYA,
the student work program is wholly federally financed ;
the out-of-school work program is financed jointly by
the Federal Government and cosponsors, but the non-
Federal costs are relatively small.®

A more nearly equal sharing of the financing re-
sponsibility between Federal and State and local gov-
ernments characterizes the special public-assistance
programs—old-age assistance, aid to the blind, and
aid to dependent children. The Federal Government
contributes one-half of individual grants up to a maxi-
mum of $40 per month in the first two programs; in the
last it contributes one-half of individual grants up to
$18 per month for the first dependent child in the fam-
ily, and up to $12 for every additional dependent child.

8 For details of financial arrangements, see ch. IV,
414488—42——_20

It shares in the financing of administrative expendi-
tures by adding 5 percent to the amount of the Federal
grant for old-age assistance and by paying 50 percent
of the cost of administration of aid to the blind and
of aid to dependent children.®

In contrast to the measures thus far discussed, the
unemployment compensation program under the Social
Security Act is mainly State-financed. It will be re-
called that, while the Federal Government levies a tax
on pay rolls throughout the country, it allows a credit
of 90 percent for taxes paid under State unemployment
compensation laws. In practice, therefore, expendi-
tures for the benefits provided under these laws are
financed by the State taxes collected for these purposes.

At first sight it might appear that the States have
no control over these taxes, since their amount would
seem to be wholly determined by the amount of the
Federal tax. In fact, this is not the case. It is true
that few States are likely to impose taxes higher than
the Federal 3 percent, but they are legally free to do
so. Moreover, owing to the presence of experience
rating and the absence of any federally required mini-
mum benefit, eligibility, and duration standards, the
States have a very wide leeway within which to ad-
just taxes below the 2.7 percent level. In the absence
of minimum Federal standards, it is possible for a
State to restrict the employers’ liability to be charged
with benefit payments by deliberalizing the laws and
thus to lower the amount of tax levied not merely on
the “more stable” employers but on all employers with-
in the State.’

9 Details of the finaneial arrangements on these programs are given
in ch. IV,
78ee ch, XL
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TasLE 66.—Total governmental expendilures, including cost of administration,
State-local governments,

[thousands of dollars]

National Resources Planning Board

for public-aid programs financed jointly by Federal ang
by level of government, fiscal years 1932-40

Governmental expenditures, fiscal year ended June 30—

1932 1933 1934 1935 1936
Program .
Federal | State-local | Federal | State-local | Federal | State-local | Federal | State-local | Federal | State-local
Work Projects Administration:
1,228, 144 132, 850
0.2 0.8
35,518 1,
b0 s X
16, 505 T2,m
18.7 8L3
................................................. 883 8,929
.................................... 9.0 1.0
........................ 1,602 41,463
____________ 3.9 6.1
Amount. ...l =i 5,905 |.oooeaeen. 6,328 | ... 6,452 |............ 8, 234 1, 208 10,9012
Percent . oo 100 “egi I00, |eimiaiaan 100 | sessaaaaail 100 10.6 80,4
Unsmlp]oyment compensation]
service:?
i S o i e e s N S b R S e 1,168 ..o ...
Percent AR [ I N— - 1L 1N
Federal Emergency Relief Administration:
Pt v S e R S e, ] PE STt 37,010 (% 667, 200 ceraeemena| 1,737,907 " 487,428 (O]
PO . ~ o v mwa s e s s eme S fos e S S s e A %) * O] ® ® (0] (O]
All above public-aid programs:
Amount___._. . ______..___ 71,1561 37,010 76, 261 R67, 209 77,742 1.737.907 102, 377 1,772,716 267,771
PN = e e e 1 33.2 66.8 80.6 10.4 04.4 5.0 86.9 13.1
Percent of all public-aid programs._.__..___________ | ___________ 34.3 5.1 10.3 .2 3.1 57.6 3.4 57.3 8.7
34.3 15.4 2 3 61.0 i
Governmental expenditures, fiscal year ended June 30—
1937 1938 1939 1940 1932-40
Federal | State-local | Federal | State-local | Federal | State-local | Federal | State-local Federal | State-local
Work Projects Administration: .
ADOUDE. oo e cee e meee 1,830, 834 301,260 | 1,421,318 373,084 | 2,164,457 491,760 | 1,482,121 494, 378 8,126,874 1,754,272
) 0y e R S e S 85.9 . 79.2 20.8 8L.5 18.5 75. 25.0 81.9 18.1
National Youth Administration:
Amount 65,612 4,060 51, 181 5,612 75,147 9,820 02,491 15, 232 319, 949 36, 030
Percent...... 04, 5.8 . 9.9 88, 11.6 85.9 . 89.9 10.1
Old-age assistance:
Amount 119,127 125, 108 173, 859 185,928 198, 344 219, 337 220, 080 229,218 728, 005 052, 527
Percent .. eas 48.8 51.2 48.3 B 47.5 52.5 49.0 51.0 43.3 56.7
Aid to the blind:
AL oo oo csvee s s 4,216 9,320 b, (43 12,957 5,164 14, 676 5, 799 15, 386 21,105 85, 658
31| T R B R b oo 8 S el 311 f ) 72.0 " 74.0 27.4 72.6 10.8 80.2
Aid to dependent children:
AMOUD - i 12, 008 46, 485 22,160 61, 958 27,427 79, 200 40, 247 82, 306 103, 534 466,975
Percent_..__ e e b A L A e S 20.5 70.5 26.3 3.7 25,7 74.3 32.8 67.2 18.1 8.9
Total administrative costs of special publie
assistances: 1
Amount__ ... . 9, 351 17, 997 14, 045 25, 606 15, 098 30, 384 18, 349 25,778 59, 041 137, 596
| R S e 34.2 65, 8 35,4 64.6 34.5 X 416 58.4 30.0 70.0
Unem on{ment compensation and employment
service: J
AMOUDE: — e oo s s sias i s s il 12,881 3, 280 46, 660 182,903 04, 5064 447, 807 65, 830 485, 899 191,093 1,119,808
Percent...._._._.........______ . 79.7 20.3 20.3 79.7 12.6 87.4 11.9 88,1 14.6 85.4
Federal Emergency Relief Administration:
Amount. ..o . 8, 242 0] o8 @ 704 (3 541 (0] 2,040,120 16}
T s R i S ® ® ] ) ® ( ® ¥ ® 0]
All above public-aid programs:
Amount. .. .. ... 2,062, 271 507, 527 | 1,734, 364 848, 048 | 2,551,805 | 1,202,984 | 1,025,458 | 1,348 197 || 12 489, 730 4, 592, 958
Pardont. .o . 10.7 7.1 32,9 6.4 33.6 58.8 1.2 73.1 %.9
Percent of all public-aid programs........._..____ 58.6 14.5 47.7 23.4 51.6 26.1 43.2 30.3 47 8 17.6
. 7.1 7.7 73.5 5.4

! Administrative costs not available separately by program for all
! Expenditures for the public employment service are included on

unemployment compensation systems,
# Although a '
Tcurred by this

million, or 16.3

ipal Yearbook i‘.';?;fr.
Source: Appendix 10,

part of Federal FERA funds was matched by the States under the E
matching provision; these expenditures on the Sta
st 1036, of a total of about $4,467 million for obl
cent, that of the States; and over

406).

mergency Reliel A
te level are included under -

igations incurred for emergency relief, over
d $807 million, or 18.1 percent,
Uhfmgu. International City Managers Association, 1938, p.

b

.9 billion, or 65.6
that of localities (cf. Burns, Arthur

ct of 1933, i
relief cost in table 67,

t, was the share of the Federal Government; about $728
-+ “Federal Emergency Relief Administration,” The Munic-

ars.
ryehesinning with the fiseal year 1937, when the employment service operated as an integral part of State
t is impossible to identify the amounts of State expendittms

It has been stated that between January 1033 an
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To a very significant degree, therefore, the States
exercise control over the level of the tax, and for the
purposes of the present chapter unemployment com-
pensation taxes will be treated as State taxes. In
any case, the taxes are today legally the property of
the States. Although they must be deposited in the
Unemployment Trust Fund in the Treasury, the Secre-
tary of the Treasury must release them for the pay-
ment of benefits when a State so requests.

However, the Federal Government is wholly re-
sponsible for all administrative costs under State
unemployment compensation programs. This expendi-
ture is implicitly financed by the 10-percent Federal
share of the employment tax. In addition to paying
the whole costs of the extra expenditures incurred by
the public employment service in the administration
of unemployment compensation, the Federal Govern-
ment contributes on a matching basis toward the ex-
penditures of State employment services under the
Wagner-Peyser Act.

During the period covered by this study there was
one other important jointly financed program—the
Federal Emergency Relief Administration—which is
included in Table 66.

Programs Financed Solely by States
or States and Localities

In addition to State and local workmen’s compensa-
tion systems, States and localities were wholly respon-
sible for financing one major public-aid program,
namely, general relief.* The volume of expenditures
for general relief and State and local workmen’s com-
pensation payments in relation to all public-aid ex-
penditures is shown in table 67. It is apparent that
of the two programs, general relief accounted for by
far the greater part of State and local expenditures.

Forces Making for Extensive
Federal Financial Participation

Regardless of the different principles on which the
Federal Government participates in the financing of
specific programs, the fact pointed out in the intro-
duction remains: the Federal Government has come to
carry the lion’s share of total costs. This increasing
assumption of financial responsibility by the largest
unit of government is not peculiar to the United
States; the same tendency can be observed in other
countries, notably in Great Britain and Germany.

5 For a more detailed discussion of tl:e division of responsibility between
States and localities, see section below on interstate problems of public-
aid finanecing.

Nongovernmental costs of workmen's compenration are not included
in the present discussion.
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Nor has the movement for Federal financial participa-
tion been limited to public aid; it is evident also in
certain types of vocational education and in the pro-
vision of public roads.

In the realm of public aid the development is a result
of three influences: the strain which the great increase
in expenditures has thrown upon the levels of govern-
ment with the most limited fiscal resources; the great
differences in resources and financial capacities among
the non-Federal governmental units; and finally the
adoption of programs, such. as old-age insurance, which
for technical reasons require financing by a single
national unit. The first two of these influences require
some extensive comment,

Restricted Fiscal Capacities
of Localities and States

The fiscal capacities of States and localities, in terms

. of the flexibility and responsiveness of the types of

taxes which they can levy, and the ease with which
borrowing is feasible, are obviously much more re-
stricted than those of the Federal Government. The
capacities of localities are even more restricted than
those of States. Hence, it is not surprising that, as
the volume of expenditures mounted, the resources of
ever larger units of government were tapped, and those -
of the Federal Government were at once the greatest
and the most elastic.

Local fiscal resources—The fiscal resources of the
local units of government, in terms of their appropri-
ateness for financing such heavy and fluctuating costs
as are occasioned by public-aid expenditures, must be
regarded as small. The sources of revenue of local
units are severely limited, and the type of tawes avail-
able to them are not merely relatively inelastic but are
also peculiarly susceptible to pressure from organized
tawpayers. In fact, the property tax is the major
source of revenue for most local tax authorities, not
merely for public aid but for all other locally financed
functions. New York City levies a sales tax, and
Philadelphia levies an income tax; but these are ex-
ceptions. Fully 90 percent of local tax income is from
the property tax. And the inadequacies of local ad-
ministration have narrowed the base of this tax in
practice even more than the law. Intangible, and even
tangible, property tends to escape the levy. Real estate
bears the full brunt of the local tax burden.

This dependence upon the property tax is the result
of two factors: restrictions imposed by State legisla-
tion, and, more important, the influences exerted by the
small size of the typical local fiscal unit. Despite vari-
ations in the different States and for the different
programs, the county is usually the unit of special
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TasLe 67.—Total governmental expenditures, including cost of administration, for public-aid programs financed wholly by S
' localities, fiscal years 193?:—40 Y # NI huiet o

[thousands of dollars]

Fiscal year ended June 30—
1032 1933 1934 1935 1936 1937 1938 1939 1940 193240
General relief_ ... ...__. 118, 700 208, 1056 1448 48 521, 562 502, 049 463, 198
Workmen's compensation . - 13, 300 12, 000 10, 700 12, 000 l% GOD 10, 700 5?2: ;g 5?% 438(1) Rlig: % % ﬁg fz'ﬂé
All State-locally financed programs. ... . 132, 000 280, 105 450, 648 533, 552 514, 049 T 104
Percent of total governmental expenditures for i e e Ry HHW L
public-ald programs._ __ . ... ... . __. 63. 6 37.9 18.1 17.7 16. 6 13.5 14.7 11.4 12.3 15.4

! Includes relief to needy veterans and, for the years 1933-36, expenditures on the federally aided FERA program, as well as other State and local relief expenditures, Cr:

footnote 3, table 66,

? Includes an amount of $90,838,000 expended in connection with the CWA program.

Souree: Appendix 19.

public assistance and relief administration, but the
smaller town is sometimes the responsible authority.
In some States the town has been retained as the basic

unit for general relief although the special public-as-

sistance program is in the hands of county authorities.
Where such relatively small units are involved, fiscal
competition places severe restrictions upon their taving
powers.” Wealth is increasingly mobile and can often
be moved from a high-tax to a low-tax area. This has
led to growing competition for taxable wealth among
local taxing authorities. Wealthy communities thus
hesitate to levy sales, income, and other lucrative taxes
or to raise the property tax rate, even when they have
the legal powers to do so. City competes with city for
taxable values. Land cannot be moved, but political
boundaries can be. Many school districts in the United
States have been redistricted from time to time—not
in the interests of education, but to accommodate some
influential landholder by transferring his property
from a high-tax to a low-tax district.

Local competition for intangible taxables is also pos-
sible. Cities as far apart as New York and Chicago
have recently been in competition for a specific large
investment banking firm. New York City was re-
strained from introducing a city tax on stock transfers
a few years ago by the threat of the New York Stock
Exchange to move to New Jersey.®

Competition between local taxing units has also taken
the form of offers of tax exemption to attract new en-
terprises. Communities with idle industrial properties
have urged, and in a number of instances obtained, tax
exemptions for such properties in order to encourage
new industries. If, as a result of such exemption, new
industries are in fact established in communities with
idle plant and unemployment, it is quite possible that

®The difficulties of local units are also enhanced by the existence of
overlapping fiseal districts. Thus in the New York village there may
be as many as seven layers of taxing units, leading to competitive
taxation of the same property.

" New York Times, September 206, 1933.

reemployment will bring a more than compensating
reduction in local public-aid costs. There can be no
guarantee, however, that there will actually be any off-
setting gain, at least not in the long run. The indus-
trial concern that is influenced in its choice of loca-
tion mainly or wholly by a temporary tax reduction
may be a marginal enterprise that may not even survive
the period of tax exemption. And if it attracts new
labor during its brief lifetime, the public-aid problem
may only be magnified when it closes down.

The property tax is peculiarly susceptible to pres-
sure from organized taxpayers and is thus an unreliable
source of revenue for financing a burden which, as is
the case with public-aid expenditures, varies inversely
with the general state of business. The rising levies
that came with expanding local expenditures in the
nineteen-twenties, followed by the declining income of
the nineteen-thirties, made the position of the property
owner and the municipality serious indeed. Tax de-
linquencies mounted, leaving local jurisdictions with
growing deficits; and the property owners sought relief
in tax-limit legislation.®

Tax limits are not new, but during the depression
they were extended to new areas; constitutional and
statutory limitations multiplied, and old tax limits
were made more stringent. Eight States introduced
over-all tax limits during the nineteen-thirties, limit-
ing the total tax that could be levied on a specific piece
of property.)* In these States the different overlap-
ping local jurisdictions are in active competition for
their respective shares of a fixed total.

10 The median year-end tax delinquency rate for 150 cities of over
50,000 population rose from a ratio of 10 percent of the current levy
in 1930 to a ratio of 268 percent in 1933. As late as 1935, the year-end
ratio of delinquent current taxes still stood at 18 percent. (Bird,
Frederick L., Trend of Tax Delinquency, 1930-38: Citics of over 50,000
Population, New York, Dun and Bradstreet, Inc, 1939, p. 7.)

1 Most of this tax-limit legislation took place in the early half of
the decade. A detailed and authoritative account of the legislation and
its consequences will be found in Leet, Glen, and Paige, Robert M., eds.
Property Tam Limitation Laws, Public Administration Service, Publica-
tion No. 36, Chicago, 1034,

T
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A comparison of States with and without these
rather drastic tax limits shows that the combined local
property tax yields in seven of the States with over-all
tax limits declined more than 30 percent between 1929
and 1938,% whereas the combined local property tax
yields in the remaining 41 States declined less than 1
percent. These tax-limit provisions are thus definitely
restrictive in practice. Most of the remaining States
have local tax limits for some jurisdictions or some
functions, but these have proved less of a handicap.

Property owners have not been content merely with
the adoption of more stringent tax limits. They have
demanded, and in some cases obtained, preferential
treatment for certain types of property, even to the
point of exemption. Four States introduced “home-
stead exemptions” between 1935 and 1939 which ex-
empted small properties occupied by their owners from
all property taxes.* Two more States have exempted
homesteads from State, county, and school district
taxes.* The amount of the exemption is limited either
to a fixed sum—varying from $500 to $5,000 in the dif-
ferent States—or to new improvements’® The effect
on total tax collections is probably less than the effect
of the tax-limit legislation,'® but the resulting inequal-
ities among the different property owners tends to
make the tax more of a hardship."®

12 Indiana, Michigan, New Mexico, Ohio, Oklahoma, Washington, and
West Virginia. Georgia bas been omitted from this comparison because
its tax limit was not adopted until 1936, and data on local tax yields
since 1936 are not available for this State. Data on the nature of tax
limits from Ibid. Data on property-tax yields in 1929 from National
Industrial Conference Board, Cost of Government in the United States,
192080, New York, 1932, pp. 114-115; 1938 data from Tax Policy League,
Taz Yields: 1939, New York, 1940 (publications referred to hereafter by
title only).

3 Florida, Louisiana, Oklahoma, Wyoming. (Tax Research Founda-
tion, Taw Systems, Sth ed. Chicago, Commerce Clearing House, 1940, p.
128, Publication referred to hereafter by title only.)

1 Georgin and Mississippl. (Ibid.)

15 These homestead exemptions are estimated to have reduced the tax
base approximately 3 percent in Wyoming, 12 percent in Oklahoma and
Louisiana, and 19 percent in Florida and Mi ippi. (Data iled
from various State finance reports as follows: Wyoming, State Board
of Bqualization, Tenth Bicnnial Report * * + 91738, Cheyenne,
1938, pp. 20 and 62; Oklahoma Tax Commission, Report on Homestead
Tax Exemptions for 1939 and 1940 ; Louisiana State Tax Commission,
Twenty-first Annual Report * * * 1887, Baton Rouge, 1938, p, 273 ;
State of Florida, Report of the Comptrotler * * * Fiscal Ycar
Ending June 30, 1938, pp. 196-107; Mississippi State Tax Commission
Service Bulletin No. 18, Jackson, 1937, p. 21. No data have been found
for Georgia. Five other States (Alabama, Arkansas, Minnesota, South
Dakota, and Texas) have granted homestead exemptions from State taxes,
but not local taxes, and three (Iowa, Minnesota (for local government),
and West Virginia) have granted rate reductions, but not complete
exemption, to homesteads.

10 Tn some of the States, notably Louisiana, the local jurisdictions are
compensated for losses by reimbursement from State taxes. In these
instances loecal fiscal resources are presumably not impaired by the
homestead exemptions. Such direct reimbursement is, however, not
widespread.

11 A comparison of the tax revenues of the States having homestead
exemptions with tax revenues of other States indicates that the local
property-tax ylelds remained approximately constant for the homestead
exemption group as a whole between 1934 and 1938, whereas there was
some increase in yields during the same period in other States. (Tax
Yields: 1939, p. 113.)
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The combination of increasing exemptions and the
declining value of the remaining taxable property has
materially reduced the tax base throughout the country.
This, combined with more rigid tax limits and serious
tax delinquencies, has greatly reduced local income.
Local property-tax collections in 1939 were about 5
percent below the 1932 level.® With rising needs
and declining income, substantial deficits were inevit-
able. Federal and State aid were extended only after
deficits revealed the need.

While the possibilities of increasing local tax re-
sources are admittedly limited, it must also be recog-
nized that they are by no means negligible. In large
cities, other independent local taxes are more feasible
than the property tax. This has been demonstrated by
New York City and Philadelphia. For the rest, the
property tax will probably continue to be the one im-
portant local source of revenue. While the yield from
this tax could be somewhat increased by improvements
in property assessments, by taxation of property now
exempt through accident or design, and by increases
in rates in some cases, the fact remains that the tax is
a relatively inelastic source of revenue* Nor must
it be forgotten that public-aid costs are only one of
several local governmental functions—notably, other
local welfare activities, education, and roads—which
compete for the yield of this tax.

The fiscal resources of local authorities are limited
not only in terms of the types of tawes which they ean
effectively levy: the extent to which they may resort to
borrowing is also severely restricted. Constitutional
debt limits for some classes of municipalities are to be
found in one form or another in every State but Ver-
mont. These are supplemented, in most States by
extensive general legislation and specific charter limita-
tions.2® There are many loopholes, however, and the
depression brought some moderation of the debt re-
strictions in the interests of emergency relief at the
same time that tax limits were tightened.

Special legislative action was often necessary, be-
cause municipalities had been so closely restricted in
borrowing that many communities had little or no debt
margin at the end of the nineteen-twenties. Since debt
limits are usually tied to assessed values, the declining

15 Data on revenue receipts from local general property tax are from
Bureau of the Census, Financial Statistics of State and Local Govern-
ments: 1932, Waskington, 1935, p. T. The 1939 data are from Taz
Yields: 1939 p. 25.

1 For a discussion of the potentialities of improved assessments see
Silverherz, Joseph D., The Assessment of Ieal Property in the United
States, Special Report of the New York Tax Commission, No. 10, Albany,
1936, especially pp. 200-219. For an analysis of the problem of increas-
ing tax rates in New York State, see State of New York, Report of the
New York State Commission for the Revision of the Taa Laws, Albany,
1932, pt. 111, memoranda Nos. 4 and 5.

2 For details of debt limits see Tax Systems, pp. 300-307
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tax base of the nineteen-thirties wiped out such mar-
gins as remained in many cities; and, far from bor-
rowing more, they were forced to divert a substantial
part of their shrinking resources to repayment of old
loans in the worst years of depression. Thus, during
1933, the total of long-term municipal debt in the
United States was reduced by nearly $150,000,000.
Many municipalities were unable to meet their
obligations, and the number of municipalities default-
ing on their debts during the nineteen-thirties was un-
precedented.?

Nevertheless, legislatures made special concessions
for emergency relief funds; and emergency-relief bond
issues, State and local combined, amounted to nearly
$200,000,000 in 1933 and over $200,000,000 in 1934. This
relief borrowing has since declined, but even in 1939
new relief leans amounted to $68,000,000, or nearly one-
third of the increase in State and local debts.?

Even if more effective use were made of the property
tax and arbitrary limits on borrowing were removed,
the local fiscal units would be at a disadvantage as com.
paved with larger units of government in financing
public-aid expenditures. For it is important to note
that, when the local unit is as small as the town, ex-
treme variations in wealth make local support difficult
and frequently impossible. In a factory or mining re-
gion it is quite possible for the workers to live in a
different town from that in which the factory or mine
is located. The owners and managers, in all probabil-
ity, reside in a third town. The town in which the
workers live is the one that will be faced with the pub-
lic-aid problem; but the taxable wealth will be con-
centrated in the town where the plant is located and
in the residence districts where the owners and man-
agers live.

Even today, with our highly developed systems of
transportation and communication, local economic units
can still be discerned, although the boundaries are
blurred. Cities and the surrounding rural areas which
they serve as market centers ordinarily form local
economies with substantial local resources. If the local
political unit were coterminous with the local economic
unit, a substantial amount of local government could
be supported from locally taxed resources, but this is
often not the case.

Where counties have been defined after settlement

“In the summer of 1933, municipal bond issues to the aggregate face
value of over $1 billion were in default either as to interest or to prin-
cipal.  (Chatters, Carl, ed, Municipal Debt Defaults, Their Prevention
and Adjustment, Report to the Executive Committee of the Municipal
Finance Officers Association of the United States and Canada, Chiecago,
Public Administration Service, 1933, p. 1.)

= Debt figures are from State and Municipal Compendium, New York,
Willinm B. Dana, pt, 1, issues for years 1934-1940,

r
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has taken place, as in New York State, the county
does in fact often form an economic unit; but where
counties have been established by surveyors in advance
of settlement and without regard for natural bounda.
ries, as in some of the midwestern States, even the
county does not afford a satisfactory taxing unit. The
subdivisions of the county completely disregard the
economic organization. City boundaries cut the heayt
out of the local economy. This is particularly serious
in dealing with public-aid support.

State fiscal resources—The preceding analysis of the
fiscal resources of local taxing units helps to explain
one of the outstanding features of the financing or
public-aid programs in recent years—the assumption of
financial responsibility by larger units of government,
It does not, however, explain the relatively large role
played by the Federal Government in contradistinction
to that of State governments. For States are not
hampered by tax and debt limits to the same extent
as local governments. Statutory limits are frequently
imposed, but the legislature that has set them in the
first place is free to remove them if need arises. Con-
stitutional limits (particularly debt limits) are more
of a barrier because of the greater practical difficulty
and time required to bring about a constitutional
change. A small number of States have been pre-
vented from levying progressive income taxes because
their constitutions require uniform rates. Constitu-.
tional property-tax limits are found in nearly half of
the States, but the States are not so dependent on prop-
erty taxes as local governments. In 1939, when the
property tax supplied local governments with more
than 90 percent of their tax revenues, it supplied the
States with only 5 percent. Only Nevada depended on
this tax for more than one-fourth of its revenue.
Twelve States levied no general preperty tax at all.®

Over half the States have some constitutional debt
limit.* These limitations proved less hampering than
local debt limits during the nineteen-thirties. State
debts increased steadily during this decade, although
at a slower rate than in the preceding decade—44 per-
cent as compared with 211 percent.”

The States have such a variety of tax resowrces that
a specific limitation does not mean a financial strait
jacket, as it does for the local jurisdictions. Many new
sources of revenue were tapped by the States during

2 California, Delaware, Illinois, New York, North Carolina, Ohio,
Oklahoma, Pennsylvania, Rhode Island, South Carolina, Vermont, Vir-
ginia. (For details see Tax Yields: 1939, pp. 42, 113, and 125.)

* This usually takes the form of a fixed sum for a specified purpose.
Oceasionally it is in terms of a maximum percentage of the value of
taxable property, the common form of municipal debt limitation. One
State, North Carolina, limits debts for general purposes to 50 percent
of State revenues. (Tax Systems, pp. 300-301,)

* State and Municipal Compendium, pt. 1, June 30, 1940,
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the depression.®® General sales and use taxes, almost
unheard of as State fiscal sources at the beginning
of the decade, are now to be found in half the States.
Pay-roll taxes are now found in every State. Alco-
holic beverage taxes or the profits of State liquor
monopolies were added to State revenue sources in all
States after the repeal of prohibition. Income taxes
spread from 16 to 85 States between 1930 and 1940.
The revenue from these five taxes rose from 2 to 47
percent of State tax yields between 1931 and 1939.
T'aw Yields lists 22 different taxes that were important
sources of revenue in some States in 1939. Seven of
these each yielded 5 percent or more of all State
revenues. It should be noted, however, that three
of the most important State taxes are dedicated
(wholly or in large part) to specific functions: the pay-
roll tax, yielding 21 percent of the total, to unemploy-
ment benefits; and gasoline taxes and motor vehicle
licenses, yielding together 31 percent of the total, to
highways. Taking State taxes as a whole, yields nearly
doubled between 1929 and 1939, whereas local tax
yields remained almost stationary.

But while most States still have important tax re-
sources, the task of tapping these resources is not easy.
Constitutional limitations, difficulties arising from in-
terstate competition, and the growing sensitiveness of
the taxpayer present obstacles to new levies. Also, the
growing Federal tawes encroach on State tax bases.
Personal income, tobacco, and liquor taxes, for exam-
ple, are widely used by the States, as well as by the
Tederal Government, but State rates cannot rise as high
as they might if there were no heavy Federal levies.

Interstate competition is a potent factor restricting
the extent to which State taxes may be increaséd or
new levies imposed. This interstate competition has
been intensified as the tax burden has grown, and it

% The reports which the States were required to submit to the Federal
Emergency Relief Administration furnish detailed information as to
the methods used by the States in raising their share of emergency
relief funds. This information is condensed in the following table :

Revenue sources of State emergency relief funds, July 1, 1930, to June 30, 1935

Numb An}ou&st I
umber raise ercent
Revenue source of States | (thousands | of total
of dollars)
Gleneral e vVenuesS. v oo eemceeecamceaen oo 26 | »$105 978 19.9
onds. . oo e 13 295, 490 55.4
Sales taxes . ........__. 13 76, 368 14.3
Automotive revenues ... 10 21,727 4.1
Beer and liquor revenues. _......... 8 14, 447 27
T000IMNA LBXES. . v cnssnasmsameesanmasmsenann 2 7,831 1.5
| T T o e e et S S 18 11, 004 21
PR . ot i e e b 42 532,945 100.0

Source: Ecker—R., L. Lszl6, “Sources of State Emergency Relief Funds,”
July 1, 1930 through June 30, 1935, in Monthly Report of the Federal Emer-
gency Relief Administration, July 1 through July 81, 1935, Washington, 1935,
p. 64. Cf. also, Heer, Clarence, Federal Aid and the Tar Problem, Advisory
Committee on Edueation, Staff Study No. 4, Washington, 1938, ch. III, for
a discussion of State revenue sources.
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tends to check State and local taxation of wealth even
when the wealth is there and legally taxable.

Interstate business is beyond the control of State
authorities and can be.taxed only indirectly. New
York and Massachusetts stock-transfer taxes have been
a factor in the competition of the stock exchanges of
these two States for the declining business of these
institutions. Until recently, Pennsylvania offered
manufacturers a tax-free haven; and Florida is still
endeavoring to lure the millionaires of other States.
To prevent such interstate competition, sales taxes have
had to be supported by use taxes; gasoline taxes have
to be protected by ports of entry; and the Federal
Government itself has protected State death taxes
and unemployment compensation taxes by its credit
for State levies.

Interstate Differences in Need and Wealth

It has been shown in the preceding pages that the
fiscal resources of the States and localities are more
limited than those of the Federal Government and in
many cases less capable of expansion to meet sudden
and substantial expenditures. This fact has been the
major influence leading to extended Federal participa-
tion in public-aid financing. 7'he necessity for Federal
participation has at the same time been intensified by
the differences between the States in the extent of need
for public aid in relation to available economic
resources.

Industrial and agricultural distress did not affect all
parts of the country in equal degree. Unemployment
is obviously a more serious problem in industrial areas
or States than in rural or farming communities. Rural
distress on the other hand is equally characterized by
unequal geographical, and therefore State, incidence.
The great droughts of 1934 and 1936 were severe in
the Great Plains, but other farming communities were
little affected. In certain depressed areas or localized
industries an unduly large proportion of the population
is in need of public aid. In some regions, such as the
cutover areas in the Lake States, this situation is due
to the exhaustion of raw materials; in others, like the
highly localized textile industry in New England, to
the competition of industry developing in other parts
of the country where costs are lower; in yet others, to
technological changes or changes in demand which
have destroyed the market for the products of single-
industry towns. Finally, it is obvious that the need
for public aid is directly affected by the general wealth
of a community. The working population which lives
in areas characterized by a relatively low level of pro-
ductivity and therefore of per capita income cannot
accumulate resources to meet the vicissitudes of eco-
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nomic life. Interruptions to earning power will create
a more immediate need for public aid in such com-
munities because private savings will be insignificant
and the ability of friends and relatives to assist will
be negligible.

At the same time there are great differences in the
economic wealth of the different States. In 1939 the
per capita income of the States ranged from $203 in
Mississippi to $848 in Delaware. Thus, regardless of
the fiscal system adopted, there was a wide difference
in the capacity of the States to support a financial bur-
den of any given size.

Unfortunately it is not possible to present any esti-
mates of the significance of these differences in need
and economic capacity owing to the absence of any
measure of need.” It is evident, however, that the
differences are considerable. The situation is intensi-
fied by the fact that in the field of public aid the need
for high expenditures often varies inversely with the
ability to make them.

It must also be noted that the ewtent to which a
gwen State is able to sustain specific expenditures,
such as those occasioned by the need for public aid, is
also affected by the other responsibilities it is required
to carry and by the extent of the financial or economic
advantage it derives from Federal disbursements of
all types. The State which has a large child popula-
tion will be burdened with relatively heavy expendi-
tures for education. The State which by its
geographical character is predestined as the site of
large Federal power projects will reap real direct and
indirect economic advantages from the Federal ex-
penditures; direct, through the additional employment
provided for workers who might otherwise need public
aid; indirect, through the addition to the productive
capacity of its area.

Evaluation of the Extent
and Character of Federal Aid

In view of what has been said in the preceding sec-
tion, it is obvious that no answer can be attempted to

* Data from Martin, John L., “Income Payments to Individuals, by
States, 1929-39," Survey of Current Business, XX (October 1040) 9, The
District of Columbia and New Jersey were not included, The ability of
the States to meet spocific burdens is also affected by the differing char-
acter of the distribution of incomes within these States but the net
effect of these differences is far from clear,

#The available data on recipients of public aid is an Inadequate
measure because it fails to show how many persons are in need but
do not receive aid, and, as shown in ch. VI, the numbers of these
persons are considerable and unequally distributed among States. For
tabular data on State resources, income, population characteristics, and
expenditures, see Social Security Board, Bureau of Research and Statis-
ties, Fiscal Capacity of the States: A Source Booak, Burpau Memorandum
No. 43, 3d ed., revised, Washington, 1940. TFor an estimate of the range
of difference between States in ability to meet specific increases in edu-
cational expenditures, see Heer, Clarence, Federal Aid and the Tax Prob-
fem, Advisory Committee on Education, Staff Study No. 4, Washington,
1938, p, 47.
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one of the questions raised by the growth of Federal
financial participation ; namely, whether the precise
proportion carried by the Federal Government is that
which would be desirable, taking into account the rels.
tive resources and responsibilities of the different levels
of government and adequate performance of public-aid
functions. To do so would require an analysis of the
multifarious financial relationships between levels of
government (of which public aid is only one) and of
the character and extent of the responsibilities which
each level has come to assume. The need for such an
examination of the appropriateness of existing fiscal
arrangements in the light of the increasing volume
and the variety of governmental responsibilities is well
recognized.® Only against such a factual background
can the question whether the Federal Government has
assumed too large or too small a share of the costs of
public aid, be discussed. For obvious reasons it was
impossible to undertake so comprehensive and far-
reaching an investigation in the present study.

For somewhat similar reasons no definite answer can
as yet be given to the question whether the total amount
of Federal aid has been so distributed as to offset the
differing capacities of the States to support public-aid
functions.*® At the present time, since the extent of
the financial participation of the different levels of
government varies from program to program, the
share of the Federal Government in the total costs of
public aid in any one State is directly influenced by the
relative importance of the different programs in that
State.

Table 68 shows for each State the net distribution
between the public-aid expenditures, excluding the cost
of administration, financed by the Federal Government
and the States and localities in the fiscal year ended
June 30, 1939,

It will be observed that there are wide differences
among States in the ewtent to which the Federal Gov-
ernment contributes to the financing of all public-aid
programs combined, whether this contribution be
measured in terms of Federal expenditure per inhabit-
ant in each State or as a percentage of total public-aid
expenditures within the State. Whereas in the fiscal
year 1939 the Federal share of all public-aid expendi-
tures amounted to $20.98 per inhabitant of the country
as a whole, it ranged from $38.51 in Montana to
$7.65 in Virginia. While the proportion of total ex-

* Cf., for example, Shoup, Carl, Blough, Roy, Newcomer, Mabel, and
assoclates, Facing the Tax Problem, New York, Twentieth Century Fund.
Inc., 1937, pp. 428-428. A comprehensive study of Federal, State and
local fiseal coordination was urged in this study (pp. 450-451).

In addition, a satisfactory answer would require detailed and ex-
haustive inquiries, and in this report only broad inferences and general
conclusions are possible. Moreover, the following discussion is hm_;vﬂ
upon the experience of the fiscal year 1939, the latest period for which
romparable and comprehensive data were available,
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TasLE 68.—Governmental disbursements for public-aid programs, excluding cost of administration, by level ;:
LOT- ] 2 s of gover ;
per capila income, by state and ’socso-ecanoms'c region, fiscal year 19339 1 Y ostrnment and i velution 1o

Public-aid expenditures
State-local
Percent of total "
State and region financed by— Per capita expenditures | expendi-
Total | Federal | Statelocal . Fexcoplta | tires g5
(thousands | (thousands | (thousands per : n’“'.fr
of dollars) | of dollars) | of dollars) | Federal | State-local Lo e i
govern- govern- Federal | State-loeal
ment ments
Unlted BEAbOE. oo s srsna i saa e et Lo e S R 4,466,148 | 2,746,235 | 1,710,013 61.5 38.5 $20. 08 $13.14 $536 2.43
Wopthedsh: okt o T 1, 647, 565 604, 330 743, 225 5.9 45,1 22,35 18. 37 (1) o)
B¢ ) T A R e P ) e Rt 52, 01 30,131 22,470 57.3 42.7 17.72 13.21 .
Delaware ... TSRS =5 5, 243 4 1,781 66. 0 34.0 13.10 6.74 8?23 "3§
District of Columbia. ... ... i 16, 761 11, 416 5, 345 68. 1 3.9 17. 58 8.23 ) ® k5
Maine. .- . - 22,142 11, 562 10, 580 52.2 47.8 13.72 12, 55 481 2,61
Maryland. .. 35, 700 17,810 17, 799 0.2 40,8 9,92 9,80 505 166
Massachusetts. . 216, 381 133, 007 83,374 6.5 38.5 30.78 10.29 705 274
New Hampshire. 16, £08 9, 782 7, 58, 2 41.8 10,99 14.37 519 2.97
New Jersey... 155, 086 86, 58, 406 62.3 3.7 23.30 14.08 () )
New York. .. 581, 406 281, 178 ; 48.4 5.6 20. 08 22,40 825 2.72
Pennsylvania__ 451, 838 249, 746 202, 092 55.3 44,7 25,20 20,47 575 3. 56
Rhode Island. = 29, 108 16, 651 12, 547 57.0 3.0 23.53 17.73 666 2 66
Vermont. . = 9, 6, 010 3 64.8 35.2 16. 74 9,08 456 1.87
West VIrgINiB. o e e e 565,113 6, 705 18, 318 66.8 3.2 19. 49 9.70 378 2,57
Middle States......... Ipo— N L 1, 444, 730 950, 102 494, H28 65. 8 34.2 26,74 13.92 e ®
14311 1| RS ST SIS S e S [ 216, 119 104, 009 67.5 2.5 27.45 13.21 640 2,00
Indiana. 138, 355 84, 066 54, 280 60.8 39.2 24, 64 15,01 404 3,22
Towa____ 62, 165 34,112 28,053 54.9 45.1 13.47 11.08 446 2,48
Michigan. . 254, 270 145, 860 108, 401 57.4 42.6 28,21 20,97 604 3.47
Minnesota. 117, 440 71, 630 45, 810 - 6LO 39.0 25. 83 16. 52 505 3.4
Missouri 116, 687 86, 500 30, 187 74.1 25.9 22.94 8.01 672 1.70
318, 979 236, 574 82, 405 74.2 25.8 3437 11,97 608 1. 97
116, 706 75,232 41,474 64.5 35,5 24,11 13.29 501 2.65
286, 763 182, 706 85, 967 68.0 32.0 24.69 11.61 o] *
50, 636 31, 250 19, 377 617 38.3 28.01 17. 36 522 3.33
17, 400 10, 395 7,104 59.4 40.6 20.04 13.70 453 3.02
47, 404 g 15, 659 67.2 32.8 17. 67 8.61 411 2.00
28, 702 21, 469 7,233 74.8 25,2 38, 51 12.97 552 2.35
40, 839 29, 11, 755 71.2 28.8 22,04 8.01 421 2.12
25,019 20, 101 b, 818 7.6 22.4 3119 9.03 362 2.49
28, 261 21, 6, 899 75,6 24.4 32.97 10. 65 373 2. 86
Utah______._. 21, 703 12, 662 9,041 58.3 417 23.16 16. 53 449 3.08
Wyaning.. -t s 7,710 4,529 3, 181 58.7 413 18.21 12.79 623 2.05
Southeast .. _..__.._._. BT e S e P O e e e 514, 104 363, 263 150, 841 70.7 20.3 12.96 538 () (%)
AlBHEIIE, . e A T A e 52, 869 35, 847 17,022 67.8 32.2 12.72 6,04 243 2,49
Arkansas 37,639 30, 780 6, 859 81.8 18.2 15. 86 3. 53 244 1.45
Florida__ 47, 061 341 11, 720 75.1 24,9 19. 07 6.32 457 1.38
Georgia. . 52,713 39, 622 13,001 76.2 24.8 12.76 421 202 144
Kentucky.. 61, 401 46, 560 14, 841 75.8 24.2 16. 47 5.25 300 1.75
Louisiana__ 55, 156 36,474 18, 681 66. 1 33.9 15. 57 7.97 350 2.28
39, 557 28, 549 11, 008 72.2 27.8 13. 16 507 203 2. 50
48, 276 31,133 17, 143 4. 6 35,5 8.80 4. 84 302 1. 60
37, 035 26, 930 10, 096 72.7 27.3 14,28 5.35 208 2.00
49, 658 31, 690 17, 668 63.8 36.2 10. 96 6.21 206 2.10
NI s i L e i tr e s 32, 740 2,238 12,412 62.1 37.9 7.66 4. 67 385 L.21
BOUtIIWOEE . - oo s iesrrre e st AR SR e e b s i v A 215,043 142, 597 72, 446 6. 3 33.7 14. 66 7.45 (O] )
AMZODA. - e cmemmasmarrecm—a———— 18, 063 10, 930 7,142 0. 6 30.4 22.13 14. 45 456 3.17
New Mexico- 14, 148 10, 477 3, 671 74.1 25.9 20,02 7.01 3 217
Oklahoma. 71,953 50, 150 21, 803 69.7 30.3 21. 44 0.32 343 2.72
L | {0 A B e T B B e S R e e 110, 879 71,031 39, 848 64.1 35.9 11. 16 6. 26 401 1. 56
b o T R S P, o e e P R e 375, 953 203, 147 172, 806 5.0 46.0 20. 90 17.78 (%) 1)
California. .. coceeeeeeee e ccccceecmmccecm s mmacmaenenan 268, 053 135, 394 132, 659 50.5 40.5 19. 88 19.48 753 2.50
Nevada. . 4, 346 2,512 1,834 57.8 42,2 23.10 16. 86 806 2.09
Oregon..... 32,957 19,112 13, 845 58.0 42.0 17.72 12,83 545 2.35
BT L Tl e e A A SRS L L e 70, 597 46, 129 24, 468 65.3 U7 26,78 14.21 606 2.34

! The following E]mgtams are included: Old-age and survivors insurance under the Social Security Act, lump-sum payments; railroad retirement benefit payments under rail-
road retirement legislation; Farm Security Administration grants (but not loans); retail value of surplus commodities distributed by the Surplus Marketing Administration;
WPA, includinﬁsponsors’ contributions; NYA, including local cosponsors’ share; unemployment compensation benefits under State laws and grants to States for unemployment
compensation administration including advaneces to States for employment service administration to meet the requirements of the unemployment comgonsation program, but not
including appropriations under the Wagner-Peyser Act; direct assistance to recipients of old-age assistance, aid to dependent children, and aid to the blind, including hospitaliza-
I].]inu. bL{ﬂ.:l,i an uaegmail 1t!::u‘irl; general relief disbursements except costs of materials, equipment, and other items incident to operation of work programs, of special programs,
ospitalization, and burials.

Expenditures for the CCC program cannot be allocated by State and are excluded from all figures in the table. For details, see appendix 20.

No railroad unemployment insurance benefits were paid in the fiscal year ended June 30, 1939; payments tc railroad workers covered at that time by State unemployment
compensation laws are included under expenditures under State unem ployment compensation laws.
M Reglona{l aveté‘ages have not been computed; per-capita income figures for the District of Columbia and New Jersey are not used because of lack of dependable data; cf.

artin, op. cil., p

Sources: Public-aid expenditures: Appendix 20, 1839 otl)ulstinn: Sizteenth Census of the United States: 1940. Preliminary Release, Series P-3, No. 10, March 15, 1841, p. 2. Per
capita income: Martin, John L., “Income Payments to ividuals, by States, 1920-30", Survey of Currenl Business, xx (October 1940), 8-9. It should be noted that because,
in order to secure & break-down by States, it was necessary to utilize somewhat different sources and classifications from those utilized in tables 63-67, the data in this table
and table 69 are not directly comparable with earlier tables. Sec Appendix 20, note 1, for a discussion of major items of discrepancy.
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penditures carried by the Federal Government was
61.5 percent for the country as a whole, it ranged from
81.8 percent in Arkansas to 48.4 percent in New York.

Equalization of the Burden on Taxpayers

It is difficult to determine whether this variable
amount of Federal aid has resulted in an equalization
of the burden of State and locally supported public-aid
expenditures upon residents in the different States.
Certainly State and local expenditures per inhabitant
varied widely, from $3.53 in Arkansas to $22.40 in New
York, the national average being $13.14. DBecause of
the great difference in per capita income, however, this
is a very inexact measure of relative burdens. But,
even when expressed as a percentage of per capita
income in each State, State and local expenditures for
public aid ranged from 0.79 percent in Delaware to
308 percent in Utah. In other words, the proportion
of income per capita devoted to the non-Federal costs
of public aid was almost five times as much in Utah
as in Delaware. In 13 States, public-aid costs amounted
to less than 2 percent of per capita income paid out;*
in 15 others they accounted for between 2 percent and
under 2.5 percent;® in 11 they were between 2.5 per-
cent and 3 percent of per capita income;* while in 8
they were 3 percent or more.™

Even this measure is an incomplete index of the
relative burdens falling upon State residents. For it is
obvious that the allocation of any given percentage
of per capita income to public-aid purposes will involve
a greater sacrifice if average per capita incomes are low
than if they are high. Thus, Arkansas or Georgia,
where the percentages of per capita income devoted
to non-Federal costs of public-aid were 1.45 and 1.44
respectively while per capita incomes were under $300,
may well have been carrying as heavy a burden as that
supported by residents in, for example, Massachusetts
or New York, where the percentage devoted to State
and locally provided publie-aid was almost twice as high
but per capita incomes were $705 and $825, respectively.

Nevertheless, even when allowance is made for this

In order of increasing percentages the States were: Delaware, Vir-
ginin, Florida, Georgia, Arkansas, Texas, North Carolina, Maryland,
Missouri, Connecticut, Kentucky, Vermont, Ohio.

#1In order of increasing percentages the States were: South Carolina,
Wyoming, Illinois, Nevada, Kansas, Tennessee, Nebraska, New Mexico,
Louisinna, Washington, Oregon, Montana, Iown, Alabama, and North
Dakota,

®In order of inecreasing percentage the States were: Mississippi,
West Virginia, California, Maine, Wisconsin, Rhode Island, New York,
Oklahoma, Massachpsetts, New Hampshire, South Dakota.

#In order of increasing percentage these States were : Idnho, Arizona,
Indiana, Minnesota, Colorado, Michigan, Pennsylvania, Utah. Because
per-capita income data for New Jersey and the District of Columbia are
affected by the peculiar situation with regard to employment and resi-
dence differences, percentages for the two States have not been computed.
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factor, there appear to be marked disparities between
the States in the severity of the burden of the State
and local share. In the 3 States with per capita in-
comes of over $800, the percentage of income devoted
to public aid in Delaware was only 0.79, whereas in
New York it was 2.72 or over three times as high.
Washington, Ohio, and Michigan had almost identical
per capita incomes; yet Michigan devoted 8.47 percent
of its per capita income to public aid, whereas in
Washington the corresponding percentage was 2.34,
and in Ohio it was only 1.97. In Florida the percentage
of income devoted to the State and local costs of public
aid was only 1.38, which was lower than that in all ex-
cept 1 (Virginia) of the 22 States which rank below
it in terms of per capita income. On the other hand,
in Alabama and Mississippi, the 2 States with the
lowest per capita incomes ($243 and $203 respectively),
public-aid costs represented a percentage of income
higher than that prevailing in 10 of the 20 States with
per capita incomes of over $500.

But while the burden of public-aid costs may thus
vary from State to State, the reasonableness of this
distribution cannot be assessed without more exhaustive
investigations than this study could undertake. TFor
public aid is only one of the many functions un-
dertaken by contemporary governments. While ex-
penditures on roads and education bulk heavily in
State and local budgets, these are directly influenced by
such factors as the sparsity of population and the pro-
portion of children to adults, in regard to which there
is considerable variation among the States. On the
other hand, the ability to support a public-aid burden
of a given size will be affected by the extent of aid re-
ceived from other levels of government for these other
functions.

Some of these financial aids may very directly affect
the extent of the need for public aid. This is especially
so in regard to PWA expenditures. Unfortunately,
a State-by-State distribution of these expenditures is
not available. But some indication of their relative
importance can be secured from data relating to the
earnings of persons employed on emergency and regu-
lar Federal construction projects.®® In the fiscal year

% Sgejal Security Bulletin, 11T (March 1940), 67. This information
is only an approximate measure of the extent to which specifie States
benefited from emergency public works expenditures because for the
part of the expenditures supplied by States and localities no State
by-8tate breakdown is available; in the fiscal year 1939, 42.8 percent
of the total expenditures of $1,119,363 on projects financed in whole
or in part from Federal funds was nonfederally supplied. Furthermore
the data relate only to earnings of persons directly employed within
any one State and cannot show the increased indirect employment and
earnings that may have occurred in other States in connection with
the supply of equipment or material.
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1939 these payments ranged from $23.28 per inhabitant
in Nevada to $1.80 in South Dakota. In 6 of the 12
States * in which earnings on public works projects were
largest per inhabitant, these earnings were equal to
more than half the Federal contribution per inhabitant
to the expenditures for all forms of public aid. In
some cases these expenditures appear to have accentu-
ated, rather than modified, the disparities in public-aid
costs borne by States and localities. The 4 States in
which earnings per inhabitant from public works
projects were conspicuously high in 1939—Nevada
($23.28), Montana ($16.32), Wyoming ($13.87), and
Washington ($18.64)—all received relatively high pay-
ments per capita from the Federal Government for
public-aid programs.,

The differences in the percentages of per capita in-
come devoted to the share of public-aid costs borne by
States and localities cannot be attributed to the fact
that the Federal Government carried a smaller propor-
tion of the costs in the more heavily burdened States
than in those with lighter burdens. On the contrary,
in the 13 States in which the State and local public-aid
expenditures amounted to less than 2 percent of per
capita income, the share of public aid carried by the
Federal Government was greatest, while the reverse
was true of the 13 States in which State and locally
financed costs amounted to 2.7 percent or more of

income per capita.®®

Broadly speaking, also, the percentage of ewpendi-.

tures carrvied by the Federal Government tended to
vary inversely with the ranking of the States on the
basis of per capita income. In the highest quartile of

¥ The 12 States were:

Earnings per
inhabitant S
on Federal expenditures
State work and for publie aid
i per
m';f_g’j;‘g'ﬁ;"“ inhabitant
Nevada. . e $23. 28 $23. 10
MOREADR, <o T i iainem ceciasansaasiis 16. 32 38, 61
WHOMINE, ool e vrnnsamm s acms 13. 87 18.21
Washington... .. T 13. 64 260. 78
New Hampshire. 12. 56 19.99
Rhode Island 11.92 23. 53
Arizona...... 9. 81 22.13
Virginia___ 7.64 7.65
New Mexico R e 7.12 20, 02
Colorado. . ... 6.40 28,01
Delaware ... _.._._.... S A N E 6.40 13. 10
Conneetont. oo e e s b s 5.05 17.72
United States total.. ... _..__.___...._. 4.32 : 20.98

Source: Earnings from Secial Security Bulletin, TI1 (March 1940), 67; expend-
itures from table 68.

3 In the first group, the percentage of costs carried by the Federal
Government ranged from 50.2 pereent to 81.8 percent, the average
of the group as a whole being 63,1 percent. In the second group the
Federal share ranged from 48.4 percent to 75.6 percent, the average of
the group as a wiole being 60.6 percent,
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the States ranked according to per capita income, the
Federal share ranged from 48.4 percent to 74.2 percent,
T;he average for the group being 60.1 percent, whereas
in the lowest quartile the range was from 63.8 percent
to 81.8 percent, the average for the group being 71.8
percent. In the 6 States with the highest per capita in-
comes * the Federal share ranged from 48.4 percent to
66.0 percent ; in the six States with the lowest per capita
incomes * it ranged from 63.8 percent to 81.8 percent.

In part the differing incidence of public-aid cwpendi-
tures financed by States and localities is due to the
fact that the extent of Federal aid varies from program
to program. Hence, even if there were no difference
between the States in regard to economic capacity or
to need, the extent of Federal aid would be affected
by the composition of the dependent population and
by social policies within the States, both of which
would determine the relative importance of the differ-
ent programs within any one State. It is evident, for
example, that, of two States with a needy unemploy-
able population of a given size, there will be differences
in the extent of the State or local expenditures if
in the one the dependent population consists largely
of persons over 65, whereas in the other it consists
of persons below that age, who cannot therefore qual-
ify for old-age assistance.®

Again, Federal aid given through the grant program
of the Farm Security Administration obviously gives
the greatest assistance to the States with the largest
agricultural populations.

But the ewtent of Federal aid is also to a certain
extent within the conirol of the States. Tor, since
the degree of Federal aid varies from program to
program, State decisions as to the types of program
which they desire to foster will be directly reflected
in the proportion of total costs which will be assumed
by the Federal Government.

During the fiscal year 1939 the Federal Government

3 Delaware, New York, Nevada, Connecticut, California, and Massa-
chusetts,

® Mississippi, Alabamn, Arkansas, South Carolina, Georgia, and
Tennessee,

Tt is difficult as yet to assess the extent to whict individual
States have lost or gained in this respect by the Industrial and ocecu-
pational exclusions from old-age and survivors imsurance, It is true
that in predominantly agricultural States fewer persons over Gi years
of age will secure benefits from this type of social insurance than will
those in highly industrialized States. On the other hand, in agricultural
States wages and pay rolls will be less burdened by the social-insurance
taxes. Yet, with the important movement from covered to noncovered
industries and migration from State to State, as well as with the
generally lower wage levels in agricultural States, it is probable that
“unearned” benefits will constitute a relatively higher proportion of all
benefits paid than In those States where oecupational exclusions are
numerically less important and where theré is less movement from
covered to noncovered employment and where wage levels are relatively
high.
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TaBLE 69.—Governmental disbursements for public-aid programs, exclusive of administrative cost, by State and socio-economic region, fiscal
year 1939: percenlage distribulion by program

e Programs financed jointly by the Federal and
Wholly federally financed programs State-local governments Wholly
State-
locally
Region and State Gid 4 5 pn Uneinploy- financed
an Arm urplus ment com- Programs
survivors l}ﬂg:& security | commodi- | WPA NYA  |pensation and asgil;et:m:}es (general
insurance | grants ties employment A relief)
service
United Btates. ... ... ......... SR RS P 0.3 2.4 1.1 3.2 57.3 L9 1.3 1.9 10, 5
4 2.3 -2 2.6 51.9 1.5 15.1 9.3 16.7
.6 1.4 .1 2.4 53.5 1.8 17.4 9.3 13.5
=B 0.1 .3 2.5 53.3 1.7 L11.9 9.9 9.5
.4 1.9 1.4 4.7 63. 7 2.1 13.0 9.8 3.0
.4 2.9 2 4 8.0 34.6 2.9 10.8 7.6 13.1
.6 6.3 1.6 2.9 36. 4 1.4 24.4 18.8 7.6
.3 1.1 0 58 53. 4 1.1 13.0 15.1 10,2
.4 3.2 .3 fi. 1 50.0 2.2 15,7 8.2 15.9
.5 27 .1 2.7 65.3 1.6 171 6.8 13.2
.3 1.4 .1 1.9 47.9 L5 16.4 9.0 21.5
Pennsylvania. .3 3.6 ok 1.4 51.6 .3 16.2 6.6 18.9
Rhode Island. ____ .5 L1 .1 1.9 5.5 L7 20 6.9 1.3
.4 3.5 .5 4.6 50.1 L5 9.3 12.5 8.6
........ .3 27 1.6 3.5 62.3 3.2 13.8 8.6 4.0
.3 2.4 .6 2.9 62.7 L& 8.8 1.8 9.0
.4 2.4 .3 3.9 66. 5 1.6 14 8.0 15.6
...... .3 3.2 .4 2.2 58.2 1.3 16.3 12.1 6.0
______ .3 5.0 .6 2.8 48.8 1.7 1.3 20,2 9.3
...... .3 1.1 .2 3.0 54.9 1.1 2.0 8.3 7.5
...... .2 2.7 .8 3.6 65,3 1.9 8.6 16. 4 10.5
______ .3 3.0 1.6 3.0 6. 7 2.0 13.5 15.8 4.1
...... .3 2.3 .4 2.2 7.3 1.2 4T 1L6 6.0
______ .3 2.1 1.6 2.5 61.8 1.8 0.4 14.1 9.4
______ o2 2.7 7.8 5.2 55.6 2.8 4.6 17.4 4.2
2 2.7 1.7 2.3 52.3 2.1 151 20.1 4.5
+3 1.8 2.1 4.8 53.7 3.1 113.9 17.8 2.6
.2 4.7 3.3 52 57.8 3.4 14,2 14.8 .4
...... .2 2.2 8.4 4.5 65. 6 2.2 14 12.6 3.9
______ .2 3.1 4.7 4.6 62.5 2.4 13.0 16.3 3.2
0 | 1.2 23.4 9.7 47.2 3.5 r2.1 8.9 3.9
______ .1 1.1 20.3 9.5 47.9 3.3 1.8 13.4 2.9
.2 2.0 1.0 3.4 53.6 3.6 10.4 21.4 4.4
.2 2.8 4.6 4.5 53,6 2.9 1122 14.0 5.2
.3 2.6 2.2 53 67.2 3.7 9.2 8.4 1.1
.3 2.2 3.5 3.6 67. 5 3.6 13. 5 52 B
«1 2.3 3.7 6.2 73.6 5.1 13.7 4.7 .6
.2 2.9 2.4 3.0 71.2 2.6 12,7 113.5 L5
.3 2.5 2.3 7.0 70.0 3.7 14,3 8.0 Lo
.3 3.1 .9 4.8 73.3 3.3 160 7.4 .0
.2 1.4 1.6 6.0 60.7 3.4 12.5 1.1 .2
.1 1.9 3.1 10.1 70,8 4.1 6.0 *3.8 vl
______ .3 1.8 2.2 4.8 59.7 4.0 15,4 11.0 .8
............ .2 1.2 2.6 4.5 73.3 3.2 6.2 7.8 1.0
______________ .3 3.7 1.2 3.7 62.4 3.9 12.2 12.0 .6
.............. .6 7.2 15 3.3 56. 6 4.1 20.1 3.4 3.2
______ .2 2.0 2.2 4.3 58.5 3.5 9.3 18. 4 1.6
...... .2 1.8 3.7 3.4 57.8 1.8 11.5 17.0 2.8
+1 23 3.9 4.7 T0.7 4.7 6.1 6.5 1.0
............ | .9 L8 5.6 58.7 3.2 4.9 2.1 L7
______ .3 2.6 2.1 3.5 56. 8 3.8 12.4 17.2 1.3
...... .3 2.2 1.1 2.3 46.9 1.4 13.0 20,6 12,2
______ .4 2.1 1.2 2.1 41.7 1.3 14.2 2.9 15.1
........ 4 2.5 2.0 3.1 58.6 L5 113.5 15.4 2.4
Oregon.. ... ... ___ BC 2.6 1.2 2.4 5.6 1.7 168.7 17.1 6.4
Weshingtan s S, SR T e .3 2.3 .6 3.2 63.7 1.4 16,2 17.4 4.9

! Unemployment compensation benefits paid for last 6 months of fiscal year only,
? No unemployment compensation benefits paid during fiscal year,

¥ Unemployment comﬂgnsatlon benefits paid for last 10 months of fiscal year only.
¢ Ald-to-dependent-children disbursements for last 10 months of fiscal year only,

Source: Computed from Appendix 20, figures exclude cost of administration.
by the Bocial Security Board; t !
and Texas, and no approved State plans for aid to the blind in

Data on the special public assistances refer only to those State plans which were a
ere were no approved State plans for aid to dependent children in Connecticut, Illinois, Iowa, Kentucky, Mississippi, Nevada, South
Delaware, Illinois, Kentucky, Missouri, Nevada, P

§ Aid-to-the-blind disbursements for last 8 months of fiscal year only,
8 Disbursements for last 10 months of fiscal year only,
T Unemployment compensation benefits paid for last 7 months of fiscal year only.

roved
akota,
ennsylvania, and Texas. Expenditures for the Civilian Con-

servation Corps are not ineluded, owing to difficulties of State-by-State allocation. (See appendix 20 note 1.)

contributed approximately 82 percent of the costs of
WPA projects and 88 percent of the costs of NYA.
It carried somewhat less than 50 percent of the special
public assistances. Toward general relief it made no
contribution. The differences between the States in the
relative importance of different programs is shown in
Table 69.

It is significant that in all of the 12 States in which
the WPA accounted for the largest proportion of all
public-aid expenditures (Federal, State, and local com-
bined) the percentage of all public-aid costs provided
by the Federal Government was unusually high, and
in none of them did the State and local share of all
public-aid expenditures exceed 2.5 percent of per
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capita income.* On the other hand, of the 12 States
in which expenditures on WPA accounted for the
smallest proportion of all public-aid costs, in all except
five cases the percentage of costs carried by the Federal
Government was markedly low, and in two of the
five exceptions (North and South Dakota) the higher
percentage was due to the importance of federally
financed farm security grants. Moreover, in only
five of these States did the State and local share of all
expenditures amount to less than 2.5 percent of per
capita income.**

Furthermore, in all but 2 of the 11 States in which
general relief accounted for over 10 percent of the
expenditures for all public aid, the percentage of all
costs carried by the Federal Government was below the
national average, and, with two exceptions, the State
and locally financed public-aid costs amounted to 2.5
percent or over of per capita income.*

As long as Federal aid is available on different terms
for the wvarious programs, and as long as these pro-
grams are to some extent alternative methods of meet-
ing need arising from loss or inadequacy of income,

# This may be geen from the following tabulation :

Share of all
WPAas | publicaid 5;:1‘;33%:@*
percentage | expenditures
Bate of all carried by | % percentage
public aid Federal nio0 I
Government o
AYRRNERE. _ - covnsammammnsmmans 3.6 81.8 1.45
A T o PRt e R S s e 73.3 75.8 1.75
Bouth Carolina. . ._._........_.. 73.3 72.7 2,00
Ohio____......_ S 7.3 74.2 1.97
Florida. ______.. e SR S o 7.2 75.1 1.38
Mississippi. - — 70.8 72.2 2, 50
New Mexico 70.7 74.1 2.17
Georgia._.. 70.0 75.2 1. 44
Alabamna__ 67.5 67.8 2.49
Missouri. . 66,7 74.1 1.70
35113 R = WAL 66. 5 67.5 2.06
Montana_ = = 5. 6 T4.8 2.35
United States average__. . 57.3 61.5 2.43

Sonrce: Tables 68 and 69.

“ The following tabulation shows the various percentages:

WPA as Bhare of all | State and local

percentage | public-aid ex- | expenditures

State of all | penditures car- | as percentage

public aid |ried by Federal| of per capita

Government neorue

346 52.2 2.61
Maryland. 36. 4 50.2 1. 66
California. - 4.7 50. 56 2. 59
North Dakota. 47.2 77.6 2.49
South Dakota. . e 47.9 75.6 2.86
New York. ..o ooiiieiiannn. 47.9 48. 4 2,72
TOWEB gt mm e wimnce 48.8 5.9 2.48
New Hampshire ... ___. 50.0 58. 2 2.7
Pennsylvania............. ... 5.6 56.3 3. 56
L0 R — 516 58.0 2.35
Colorado. ... i 52.3 6L 7 3.33
* Delaware____ 53.3 66.0 0.79
Massachusetts.. 2 53.4 61. 5 2,74
United States average_._. 57.3 6L 5 2,43

Source: Tables 68 and 69,
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the freedom of the States to determine their own social
policies may impose a permanent barrier to the effectu-
ation of even reasonable equalization of the costs of
adequate minimum security.

Assurance of Access to Minimum Security

It was pointed out in an earlier section of this chap-
ter that an important spur to the increased assumption
of financial responsibility on the part of the Federal
Government was the lack of a direct relationship be-
tween need and ability to finance adequate public aid
in different parts of the country. Therefore, even if
the distribution of Federal aid had failed to secure
equality of burden among the taxpayers in the different
States, it might yet have ensured minimum security
for the needy population regardless of place of resi-
dence. In fact, as was shown in Chapters VI and VII,
this objective is far from being achieved. Great dif-
ferences among the States in both the availability of
public aid and the level of living afforded by any given
program still persist. In many cases these differences
in standards exceed any variation that could be at-
tributed to variations in costs of living. Furthermore,
it will be recalled that, by and large, the largest amount
of unmet need, whether measured in terms of complete
denial of public aid or inadequacy of monthly pay-
ments or grants, is to be found in the poorest States,
especially those in the Southeast and Southwest.

At first sight this fact may appear surprising in view
of the fact that in general the Federal Government
carries a larger proportion of the costs of public aid
in the poorer than in the richer States. A clue to the
explanation can be found when it is observed that,
despite this fact, the absolute amount of money per
inhabitant contributed by the Federal Government
in 1939 was in general greater in the richer than in
the poorer States. 'Thus, whereas the Federal share of
public-aid expenditures amounted to $20.98 per in-

4 In these States the percentages were:

Share of all State and local

General relief | public-aid ex- |expendituresas

State as a percentage | penditures car- | percentage of

of all public aid | ried by Federal| per capita
Government income

Mew York: . . osiicimeasaa 21.6 48.4 2.72
Pennsylvania e 18.9 55.3 3.56
New Hampshire . _________ 15.9 58.2 .77
INOIS: it seeees 16.6 67.5 2.06
California__.____.._._._____ 15.1 50,5 2.59
Connectient.____ ST 13.5 57.3 172
New Jersey. .. - 13.2 623 |..-... M
Maine___._.._. 3 13.1 52.2 2,61
Rhode Island. 1.3 51.0 2.66
Minnesota____ 10.5 61.0 3.27
Massachusetts S5 10.2 6L.5 2.74
United States average _. 10.6 61. 5 2.43

Source: Tables 68 and 69,
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habitant for the country as a whole, in the 12 richest
States the average of the amounts paid by the Federal
Government was $23.68 per capita while in the 12
poorest States the average of the Federal amounts
per capita was $16.10.%

It is indeed the fact that two of the magjor channels
through which Federal aid reaches the States—the
WPA and the special-assistance programs—make this
aid available on a basis which is not caleulated to give
the greatest amount of aid to the States where the
disparity between needs and resources is greatest. In
the fiscal year 1939 more than three-quarters of all
Federal aid (75.8 percent including CCC expenditures
and 83.6 percent if these expenditures are excluded)
was granted through these programs. The special pub-
lic assistances since their inception and the WPA since
January 1940 call in principle for matching expendi-
tures in a proportion which is uniform for all States.
Hence, the less a State is able to contribute, the less will
it receive from the Federal Government, an unfortunate
result in view of the fact that a kigh degree of need
within a State often coincides with especially restricted
financial capacity.

The special public assistances provide Federal aid
equal to 50 percent of State expenditures per person up
to certain maximum grants. The Social Security
Board has frequently called attention to the failure of
this method of allocation of Federal moneys to give
most help where most is needed.

The conditions determining the extent to which Fed-
eral aid reaches the States through the WPA program
are more complicated, but the effect is essentially the
same, especially since January 1, 1940, the effective
date of the provision of the Emergency Relief Appro-
priation Act of 1941 that not less than one-fourth of
the total cost of non-Federal projects is to be borne
by the State and its political subdivisions.*® TFor, al-
though in the law the sponsors’ contribution is speci-
fied as a minimum, there are practical difficulties in
securing more than this amount.*” In practice, there-

“The average of the poorest States is raised by the inclusion of North
Dakota where, largely on account of Farm Security grant payments, the
Federal share of public-aid costs amounted to $31.19 per inhabitant,

“ “Under the present provisions of the [Social Security] Aect, the
amount of Federal grants is limited by the amount supplied by the State
or the States and its localities. When there is a legally fixed matching
ratio between State and loeal funds, the extent of Federal participation
may be limited by tax yields in the localities. "These fixed relationships
sometimes vesult in highly varying and even inequitable standards of
assistance for needy persons in different parts of the country."” (Fifth
Annual Report of the Social Security Board, 1940, Washington, 1941,
p. 117.) Cf. Fourth Annual Report of the Social Security Board, 1939,
Washington, 1940, pp. 15-16,

* This requirement was somewhat softened by the stipulation that
the Commissioner should be the judge of the facts constituting com-
pliance and that this determination should be conclusive,

T “Sponsors have a tendency to regard the 25 percent requirement
which was written into the law as a minimum, to be practically a
maximum, and it is difficult to persuade them to provide more than this
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fore, the provision operates as a uniform requirement,
Yet because the need for work is often greatest iy
communities where public agencies are financially least
able to meet the 25-percent requirement, employment
may not be given where the need is most acute.

Nor is it possible for the disadvantages of the uni.
form requirement to be offset by allowing the sponsors
to make their contributions in kind through the supply
of materials, accommodation, and supervising person-
nel. It is true that cash transactions between the
WPA and sponsors have been relatively unimportant s
But on projects on which nonlabor costs are small, the
25-percent requirement cannot be met through the
supply of materials alone.

In any case, the leeway given through a variation
in the character of projects or other methods to vary
sponsors’ requirements within any given State is lim-
ited by the general requirement of a minimum State
average contribution of 25 percent. For if on some
projects sponsors contribute less than 25 percent, others
must contribute more, and, as stated above, it has not
been easy to secure contributions above the minimum

Tt is true that in the fiscal year 1939 a greater degree
of flexibility characterized the Federal contribution
to public-aid costs through the WPA. During this
period the only legal requirement governing sponsors’
contributions was a provision that Federal nonlabor
expenditures should not exceed $7 per worker per
month in any State.”* Some adjustment to differing
needs and capacities was therefore theoretically possi-
ble through the selection of types of projects, for a
poorer community could select projects calling for low
nonlabor expenditures. But even this degree of ad-
justment could not completely overcome differences in
needs and resources. Furthermore, because the total
cost of a project is mainly determined by the wages

proportion.” (Werk Relief and Relief for Fiscal Year 1941, Henrings
before the Subcommittee on Appropriations, House of Representatives,
76th Cong., 3d sess., Washington, 1940, p. 420. Referred to subsequently
by title only.)

* Macmahon, Arthur W., Millett, John D., and Ogden, Gladys, The
Administration of Federal Work Relief, Committee on Social Security of
the Social Science Research Council, Chicago, FPublic Administration
Service, 1941, p. 314. In the calendar year 1988 over 80 percent of
sponsors’ contributions were devoted to nonlabor items of project cost.

“In fact, however, there is considerable variation in the extent of
sponsors’ contributions as between types of projects. As of March 1,
1940, sponsors had provided as much as 35 percent of the costs of air-
ports and 30 percent of those for public buildings, but only 10.6 percent
of the cost of sewing projects and 22 percent of the cost of educational
projects. (Ibid., p. 816.)

“This principle was carried over into ensuing years although the
amount was reduced to $6 per worker. In the fiscal year 1938, the
Commissioner was authorized to use a sum of $25 million to supplement
nonlabor costs in any State where additional expenditures were neces-
sary in order to assure the operation of sound projects, In the fiscal
vear 1939 the Commissioner could increase the average to $7 when
he deemed it necedsary. In the fiscal year 1940 this increase was
permitted only if justified by an increase in the cost of materials. (Ibid.
pp. 315-317.)
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aid, the proportion which any given nonlabor con-
tribution formed of total costs would vary with the
Jevel of wages. Since the differences in wage levels
among the States largely parallel differences in’ per
capita income, this method of determining sponsors’
contributions meant that for a given expenditure a
wealthy State could secure a larger amount of Federal
money than a poor State.

This fact 1s reflected in the distribution of sponsors’
contributions in the fiscal year 1939. While these
amounted to 19.3 percent of all expenditures for the
country as a whole, they varied from 87.2 percent in
Nevada to 12.6 percent in Ohio. The variation did not
appear to reflect differences in economic or fiscal ca-
pacity. For while 10 of the 12 States in which the
percentage of sponsors’ contributions was lowest (19.7
percent or less) were largely industrial States in which
the need for unemployment relief might be expected
to be especially great, they were also as a group far
wealthier than the 12 States in which sponsors’ contri-
butions exceeded 25.8 percent.®

Influence of Federal Financing
on Program Development

Federal financial policies have not only determined
the total amount of Federal aid received by each State
but have also profoundly affected the ewtent to which
the States hawve developed the warious types of pro-
grams. It is important to note that the choice of
program to be fostered has been influenced not only
by the differences in the proportion contributed by
the Federal Government to the jointly financed pro-
grams but also by the fact that, because of the tax
offset device, the States could secure the yield of fed-
erally imposed wage and pay-roll taxes under title
IX of the Social Security Act only if they were pre-
pared to impose pay-roll taxes of at least 2.7 percent

® Data on sponsors’ contributions to the WPA in the fiscal year 1939
In these 24 States are shown below :

States with highest contributions States with lowest contributions
Sponsors’ Sponsors’
contribu- contribu-
tion as Per tion as Per
Btate percentage | capita State percentage | eapita
of total | income of total | income

WPA ex- WPA ex-

penditures penditures
Nevada 37.2 $806 12.6 $608
Wyomin 32.7 623 . 14.4 575
Towa._ 30.8 400 | Michigan_______ 14.6 644
Arizona 29. 4 456 | Rhode Island__.. 14.9 666
Idaho 28.6 453 | Massachusetts. . 15.1 705
Utah..... 28.5 440 | Arkansas_....... 15.6 244
Tennessee 28.4 206 | Missouri. ... 16.0 672
Mississippi..._.. 28.1 203 | Connecticut..... 17.6 768
Sonth Dakota. .. 27.9 373 | Nlinois_..___.__. 18.3 640
Virginia..______. 26.7 385 | New Hampshire 19.2 519
Maryland . 20.3 505 | New York__._.. 19.5 /25
Texas. ...ooae-e 25.8 401 | West Virginia.__ 19.7 378

Source; Table 68 and Report on Progress o, the WPA Program, June 30, 1939,
Washington, 1939, p. 171.
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TasLE 70.—Slate and local disbursements 1

LE 70.— excludi
manistralion, for the WPA, NYA, umm})!oymemﬂgor?;ingﬂg?ﬁ
;jufg f’??lﬂlémﬂm_ service, special assistances, and general relief
ate and socio-economic 1 ; : ; .
i o-seond region, fiscal year 1989: percenlage

Unemploy-
ment com- 8 ial
State and region WPA | Nya | Pensation ag:iiﬁ General
and employ- | 895 relief
ment sery- ces
ice
United States..._________ 28.6 0.6 26.0 17.4 27.4
Northeast.___ 20,5 0 29 1
Connecticut. 22,1 ﬁ ;? ? 27‘ :
Delaware. 32,1 123, 16. 4 bé' H
District of Columbia 40. 32, 181 9.3
Maine.......____.____ 15. 37. 19.9 27.5
Maryland____ 19, 43. 21,6 15.3
Massachusetts. 20. 20. 23'0 255'4
New Hampshire__ 23, 27, 10, 38.1
New Jersey..._ 39, 115, 10, 35.1
New York. . .. 18, 23, 1. 41.6
Pennsylvania___ 16, 32, 8. 121
Rhode Island ___ 18, 45, 0. 26, 4
Vermont_______ 36. 19, 10, 24.8
West Virginia a6, 1 35. . 12.1
Middle States P 18 20,4
Tllinois. 2, 13, is
{gg{;ma 38, 17, 15.
Michigan_ 52?33 T i
Minnesota_ _ 18, : 26.
Missouri_ .. 1. 10, 16.
Ohio.__________._ - 1 23.
‘Wisconsin.____....._.. 26,
Northwest. . 13,
Colorado._ 1

e ek
- -

Idaho___. e )
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27,

19.

b 15

Missigsippl. ... 2. 18. LI
North Carolina________ L 36. 16.
South Carolina..___._. 3 18. 15.
Tennessee_ . ._......... 2. 28, 18,
Virginia_. ... __... ; 46, LIS

Southwest. ... | 1. 23. 28,
Arizona_________. i 25. 23.

New Mexico 2. T18. 14,
Cklahoma i 113 41.
Texas. . 2 20, 2.

Far West___ K 25, 25, 2
Californin. 25. 26, 30,
Nevada. .. 123 18. &,
Oregon...._. AR 35, 21, 15.
‘Washington._.___.__.. 43. 115, 26, 14.

! Unemployment compensation benefits paid for last 6 months of fiscal year only.
! No unemployment compensation benefits paid during fiscal year.

1 Unemployment compensation benefits paid for last 10 months of fiscal year only.
{ Aid to dependent children disbursements for last 10 months of fiscal year only.
§ Aid to the blind disbursements for last 8 months of fiscal year only.

¢ Disbursements for last 10 months of fiscal year only.

T Unemployment compensation benefits paid for last 7 months of fiscal year only.

Source: Computed from appendix 20, figures exclude cost of administration. Data
on the special publie assistances refer only to those State plans which were approved
by the Bocial Security Board; there were no approved Stathplnns for aid to de-
gendant children in Connecticut, Illinois, Iowa, Kentucky, Mississippi, Nevada,

outh Dakota, and Texas and no apprnve& Siate plans for aid to the blind in Dela-
ware, [llinois, Kentucky, Missouri, Nevada, Pennsylvania, and Texas.

and to devote their entire yield to the payment of
unemployment compensation benefits.5

Table 70 shows the percentage of all State and local
expenditures devoted to WPA, NYA, unemployment

5 While for the reasons already given (section above on programs
financed jointly by Federal and other governmenis) the experience-rating
provisions will in future give the States some leeway in this respect,
rate reductions were not permitted in the years covered by this study.
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compensation, the special public assistances, and gen-
eral relief. It will be noted that the distribution in
the individual States differs widely from the national
average.

Admittedly, it is impossible to formulate any single
standard for the ideal proportion of expenditures to
be devoted to each program. Some degree of variation
among the States must be expected in view of the
differing composition of their public-aid populations.
Thus WPA and unemployment compensation expendi-
tures would bulk relatively large in a State with a
relatively high proportion of industrial wage earners
or where wage levels are high. Old-age assistance
would account for a relatively large proportion of total
expenditures in States with an overrepresentation of
aged persons. The great financial significance of one
program in and of itself does not justify a questioning
of the appropriateness of the allocation of State and
local funds among programs. For progress rarely
occurs on all fronts simultaneously, and the relatively
high expenditures on one program may mean merely
that, although all dependent groups are adequately
provided for, some have been given especially favor-
able treatment. On the other hand a question as to
the effective utilization of available funds may justi-
fiably be raised if the improvement in the position of
certain groups is purchased at the expense of others
equally insecure, or if glaring inadequacies of pro-
vision for some groups exist side by side with rela-
tively very favorable treatment of others. Humani-
tarian considerations would suggest rather that, as
long as the funds made available are less than adequate
to meet all needs on an acceptable basis, any additional
resources that became available should be applied first
of all to assuring minimum basic security for all.

Yet, even when all these qualifications are taken into
consideration, the conclusion seems inescapable that the
funds which have been devoted to public aid have not
always been distributed among programs so as to lead
to the best results and that the distribution has been
significantly influenced by Federal financial policies.

The influence of the extent of Federal financial par-
ticipation is particularly marked when a comparison
'is made between the State and local funds devoted to
the special public assistances and those devoted to
general relief. In view of the prevailing eligibility
requirements of the different special programs, it might
have been expected that, even if each had been made
available to all who could legally qualify, there would
remain a substantial dependent group whose needs
could be met only by the general-relief system. It is
indeed significant that in the Northeast and to a
lesser extent in the Middle States regions, both of which
are characterized by relatively wealthy States which
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ranked high in terms of total per capita expenditures
on public aid, general-relief expenditures in 1939 con-
siderably exceeded the State and local expenditures for
the special public assistances.?

On the other hand in the Southeast and Southwest
regions which in general comprise poorer States and
those devoting smaller per capita expenditures to pub-
lic-aid purposes, general relief accounted for but a
small fraction of all State and local public-aid
expenditures and also for only a small fraction of
expenditures for the special assistances® Even in
the Northwest region, where general relief accounted
for a somewhat larger fraction of all State and local
public-aid expenditures, it still amounted to less than
half of the funds spent on the special assistances. It is
noteworthy that the States in the Southeast and South-
west regions are those in which, as shown in Chapters
VI and VII, the extent of unmet need is greatest, espe-
cially on the part of applicants for general relief. It
cannot, therefore be held that the relatively high pro-
portion of funds devoted to the special assistances in
these areas reflects merely an enchancement of the
general public-aid provision, although an enhancement
that is confined to a special group. Indeed, in some of
the more wealthy States such as Colorado, the higher
proportion of funds devoted to the special public as-
sistances has been directly at the expense of the group
seeking aid from general relief.

When it is recalled that general relief receives no
Federal aid, whereas the special public assistances are
jointly financed by the Federal Government and the
States and localities, it 28 defficult not to conclude that
the poorer States have been tempted to devote a dis-
proportionate amount of their restricted funds to those
programs in which State and local expenditures would
call forth Federal funds, to the neglect of general relief.

An analysis of the State and local funds devoted to
the WPA program lends further support to this con-
clusion. It might have been expected that work-pro-
gram expenditure would bulk particularly large in the
urbanized States characterized by heavy unemploy-
ment. Yet in such States as New York, Pennsylvania,

% Qee Table T0. Of the 21 States in these 2 regions all except 2
were in the upper half of the States when ranked according to per
capita income and all except 6 fall into the upper half of the States
when ranked according to total State and loeal public-aid expenditures
per inhabitant, In all except 7, general-relief expenditures exceeded
the State and local expenditures for the special assistances.

5 A1l of the 15 States in these 2 regions fall in the lower half of the
States when ranked according to income per capita, and all except
Arizona fall into the lower half of the States when ranked according
to State and local expenditures for public aid. In all of these States
except Virginia, expenditures on general relief were far below State and
local expenditures for the special public assistances, and even in Vir-
ginia general relief accounted for only 8.4 percent of all State and local
funds devoted to public aid as against an average for all States of 27.4
percent. Furthermore, special public-assistance expenditures in Virginia
covered only 10 months.
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Michigan, and Massachusetts, State and local funds
for WPA accounted for only 18.1 percent, 16.6 per-
cent, 18.9 percent, and 20.9 percent, respectively, of all
State and local public-aid expenditures as against
a national average of 28.6 percent. These are States,
it should be noted, which are relatively wealthy and
which not only devoted a higher proportion of total
per capita income to public-aid purposes but also made
in general more nearly adequate public-aid provision in
relation to existing need. On the other hand, in the
less industrialized Southeast region, WPA expendi-
tures amounted to 52.6 percent of all State and local
public-aid disbursements ranging from 39.8 percent in
Virginia to 71.6 percent in Mississippi. High expendi-
tures on WPA were also characteristic of the States
in the Southwest and Northwest regions.

In the Southeast and Southwest regions the extent
of unmet need is especially great. Moreover in these
States the total Federal, State, and local expenditures
on public aid were relatively low, especially the per-
centage of State and local funds devoted to this end.
T'his analysis suggests that in apportioning their avail-
able funds between programs some of the States have
been less influenced by broad social considerations (such
as the importance of preventing distress or reserving
special programs for those with special needs) than by
the fact that the WPA program is so largely federally
financed, whereas no Federal aid is available for general
relief.

Ti{e influence of Federal financial action designed
to encourage the States to adopt unemployment com-
pensation has been similar. All States passed laws in
compliance with the Federal legislation and thereafter
earmarked the yield from a 2.7 percent tax for benefit
payments. As will be seen from Table 71, unemploy-
ment compensation payments in the fiscal year 1939
accounted for a large proportion of State and local
funds devoted to public-aid purposes in the States
which spent the smallest total amounts on public aid.

The averages are in all cases high. Two States
(Virginia and Maryland) devoted over 40 percent of
all State and local funds spent for public aid in 1939
to payment of unemployment compensation benefits,
while in two others (North Carolina and Alabama) the
proportion was only slightly lower. The devotion of
so large a proportion of funds to unemployment com-
pensation purposes cannot be explained by the fact
that the group of States are highly industrialized so
that the proportion of covered workers is unusually
high. On the contrary, with the exception of Delaware
and Maryland, covered workers form a relatively small
proportion of the total working force, and one that is
considerably below the average for the country as a

414488—42—21
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TapLe 71.—Unemployment compensation benefits as a percentage
of State-local public-aid disbursements in the 12 States with the

smallest combined Federal, State, and local per capita ezpendi-
tures on public aid, fiscal year 1939

Total Unemploy- | oy o .

Federal, | 'MDLCOM- | honants | Workersin

State, and benefits as o empls + t

State loca reentage of | contribu- | 2o P “Ym&“
Dl alds| State-local tons o total o

per capita a‘ﬁ;ﬁg{fm (Percent) | 1abor force
111 R $12.32 46.2 44.4 33.2
North Carolina 13.64 36.5 39.4 34.4
eorgin. oo 16. 97 112.0 40.4 27.9
Tennessee...... 17.17 28.6 52.6 28.9
Texas._..__. 17.42 20.4 47.4 26.4
Mississippi 18.23 18.2 65,4 13.6
Alabama.. 18.76 38.0 50.4 271.2
Arkansas_______ 19.39 115.3 52.9 20. 4
Bouth Carolina. 10.63 18.1 55.7 28.5
Maryland...... 19.78 43.7 47.5 50.2
Delawaro. ... il 19,84 123.1 20.8 56.2
KenteKy eeen e eeeee 21.72 120.7 43.8 25.6

United States av-

() ¢ 84.12 26.0 5.4 42.2

Bources: Per capita expenditures for public aid from table 68; unemployment com-
pensation expenditures as a percentage of all public-aid expenditures carried by States
and localities from table 70; benefit-contribution ratio from Social Security Board,
Social Security Yearbook, 1839, Washington, 1940, p. 121; proportion of workers cov-

ered by unemgluy‘mwt compensation computed from Department of Commeree,

Bureau of the Census, Sirfeenth Censusof the United Stales, 1040, preliminary releass,

Series P-4, No, 2, p. 4, and “Estimated Employment and Wages of Workers Cov-

%{?‘fﬂf E}acl‘; linempioyment Compensation Laws, 1940,” Social Security Bulletin,
y 5.5

Ye;rlfl%gg:pluyment compensation benefits payable only during last 6 months of fiscal

whole. Moreover the table understates the extent to
which unemployment compensation makes a drain upon
total State and local funds currently available for pub-
lic aid. For, in four of the States, unemployment
compensation payments were made only in the second
half of the fiscal year, while in no case do the per-
centages take account of the unspent part of the pay-
roll taxes earmarked in the reserve for benefit payment.
Substantial sums remained in these reserves in prac-
tically all these States. Indeed, in all of them except
South Carolina and Mississippi, benefit payments ac-
counted for a smaller proportion of cumulative tax
collections than the average for the nation as a whole.

The majority of the States in Table 71 are among
those in which the extent of unmet need is greatest.
(See Chapters VI and VIL) When it is recalled that
in these States unemployment compensation legislation
has involved making payments to many persons who
would not be in need on the basis of locally applied
relief standards, the wisdom of devoting to so large a
proportion of available funds to payments of this type
may be questioned. The importance of establishing
the principle of social insurance is admittedly great.
Moreover, the Federal tax offset may have called forth
State and local funds which would not otherwise have
been devoted to public-aid purposes. Yet, in view of
the ewtent of wunmet need, it is unfortunate that these
additional funds were devoted sulely to a measure mak-
ing payments to a group in relatively less need, or that,
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granted the effectiveness of Federal financial induce-
ments in calling forth additional State and local
moneys, these inducements were not also available for
the program meeting the most urgent needs of large
numbers—general relief.

Unpredictability of Federal Aid

During the years since 1935 by far the greatest
contribution made by the Federal Government has
taken the form of funds available through the WPA
program. In the fiscal year 1939 Federal expenditures
on WPA amounted to 68.2 percent of all Federal public-
aid expenditures (including CCC). Since needy em-
ployable persons not provided for under the special
programs (and in particular the WPA) must seek aid
from general relief provided in their localities, from
the point of view of the States and localities a major
element in fiscal planning is knowledge of the size of
this residual responsibility. In 1935 it appeared as if
no uncertainty could arise because of the Federal Gov-
ernment’s announced policy of accepting responsibility
for the provision of work to all needy employable
persons. In fact, however, at no time has this respon-
sibility been fully assumed,” and the general-relief
authorities have been left with the responsibility for
the maintenance of a substantial but fluctuating resid-
ual group.

This responsibility has undoubtedly intensified the
fiscal problem faced by States and localities because
they have been called upon to carry a larger proportion
of the costs of all public aid than they had anticipated
in 1935. Even so, an orderly distribution of available
State and, local funds might have been possible had the
non-Federal authorities known from year to year the
approwimate size of the unemployment relief burden for
which they would be responsible. Unfortunately, this
has not been the case. Federal policy in this respect has
fluctuated from year to year, and final Congressional
action has usually taken place after State legislatures
have adjourned. Orderly budgeting at the State and
local levels has therefore been rendered virtually im-
possible.

It is evident from Table 72 that except in the year
1935 the final relief appropriations for the ensuing
fiscal year have been made after the adjournment of
most State legislatures. An additional obstacle to
orderly budgeting for public-aid costs at the State level
is the fact that the majority of State legislatures nor-
mally meet only biennially.®® Since 1936 special ses-

—_—

% 8ee ch, IX,

“ By 1940 only 4 States (New Jersey, New York, Rhode Island, and
South Carolina) held regular annual sesslons. Sessions in the even
years are held by Kentucky, Louisiana, Mississippi, and Virginia. The
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TasLe 72.—Date of last congressional relief appropriation com.
pared with dates of adjourning State legislatures, 193}-39

Regular sessions of State Bpecial sessions of Sta

legislatures o legislatures -
Fiscal Dateo!iﬂnall == o =3 =

year | congressiona journ- | Adjourn- Adjourn- | Adjon
ended | relief appro- Not ing before| ing after Not [ngjberore lngjanr;
June 30—| - priations | O ateof | dateof | MO ateof | dateof
vened | Federal | Federal vane:i Federal | Federg]
appropri-| appropri- appropri- appropr.

ations ations ations ationg
1934 .| June19._._ . 39 fi 3 20 14 M
1935......| April8..__.. 4 20 24 32 1 15
1036 June 22 30 7 2 15 3 2
1987 ... June 20..__. _ 5 a8 & 31 7 10
1038......| June 21_____. a0 0 3 32 5 11
1939...... June 30...... 4 a7 7 43 2 3

Source: Council of State Governments, The Book of the States, 16901040, Chieagy,

1930, III, 57; and various issues of the periodical publication of the Council of Stats .

Governments, State Gorernment: VIIL (November 1935), 235; IX (Febiuary 1936),
}‘35,9 }}{ (January 1937), 8; X1 (January 1938), 21; XII (Jonuary [through Deécember

sions have not been frequent, and a significant propor-
tion of them have also adjourned prior to the final
determination of Federal WPA policy.

The budgeting problem faced by the States is indeed
even more serious than the above facts would suggest.
State budget requests are normally presented at the
very beginning of the legislative session.” In fact,
therefore, budgeting for the fiscal year, which for the
vast majority of States runs from July to J une, must
be carried out in November and December of the pre-
ceding year in complete ignorance of the size of the
unemployment-relief burden which will fall upon them
and their subdivisions. And this burden, it should be
noted, constitutes a major part of all public-aid ex-
penditures, for the States and localities are responsible
not merely for the needy unemployed who are not pro-
vided for by WPA but also for sponsors’ contributions
to WPA. The percentage which these contributions
must form of local WPA expénditures is also depend-
ent upon annual and unpredictable Congressional
decisions.

Intrastate Problems of Public-Aid Financing

Any study of intrastate problems of public-aid
financing must take into account not only financial
arrangements within States but differences in local
capacity and willingness to provide public aid. The
effectiveness of the various types of State aid to local
units must also be considered. '

. remaining States meet in the odd years and of these Alabama meets

once every 4 years. Data in this and the following paragraph are from

Council of State Governments, The Boolk of the States, 1939-40, Chicago,

1940, passim.

In 8 of the 9 legislatures which convened in the even years 1934,
1936, and 1938, the session opened In January, and in 6 the budget wag
presented in that month. In 7 of the 9 States the fiscal year runs
from July to June. Of the 44 State legislatures which convened In
the odd years 1935, 1937, and 1939, 43 opened in January, and 84
presented budgets in January or February, In 82 of these States the
fiscal year ran from July to June,
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Financial Arrangements within the States

There is a great lack of uniformity among the States
in regard to the extent of State assumption of respon-
sibility for the total State and local costs of public aid
and in the form and extent of State aid for programs
that are roughly similar in character. Some States
have assumed complete support of the non-Federal
share of three special public-assistance programs and
of general relief. Others have left the entire general-
relief costs to local authorities and a substantial part
of the cost of the special-assistance programs as well.

In 1940, 12 States gave no financial aid to localities
for general relief and, in the main, the remaining
States left local authorities with a larger proportion
of the general-relief than of special assistance costs.

The pattern of financing the special assistances has
been influenced by the Social Security Act and its
amendments. The Act requires financial participation
by the State for approval of a special-assistance plan
and thus makes it impossible for the State govern-
ments to shift the entire cost to local governments.
Furthermore, the fact that the Federal grant is made as
a percentage of the total expenditure has tended to
foster a similar division of costs between the State and
local governments. Consequently, in most States the
non-Federal costs have been assumed completely by the
State, or the local share has been set at a fixed per-
centage of total costs. That there is much diversity,
however, in the provisions for the sharing of State-
local financial responsibility, is apparent from Table 73.

In financing old-age assistance, as of July 1,
1940, 26 States, the District of Columbia, Alaska,
and Hawaii assumed responsibility for the total cost
of assistance not borne by the Federal Government.
In 13 jurisdictions, the State contribution was higher
than that of the local political unit; in 8 there was
equal sharing; and in only 1 (Kansas) did a local
unit contribute more to the cost of old-age assist-
ance than the State. Some States supplement the per-
centage grant with equalization funds.®®* The local
government on which old-age assistance costs fall is
normally the county. The only important exception

® Kansas has a substantial equalization fund for soclal welfare that
Is apparently used, in practice, for old-age assistance. The result in
1939 was to reduce the local share to 62 percent, instead of 70 percent,
of State-local support. Indiana also provides for equalization. Nor-
mally counties are required to contribute 40 percent of the Btate-local
share of costs in Indiana, but the State reduces this local contribution
for counties whose old-age assistance costs are high in proportion to the
taxable property. This provision for equalization seems to have been
used sparingly, since the State contributed only 2.6 percent more of the
cost in 1939 than it would have contributed on a flat percentage basis—
62.6 percent instead of 60 percent. (See also Gordon, Joel, and Israeli,
Olivia J., “Distribution of Public-Assistance Funds Within States®
Social Security Bulletin, II (December 1939), 26.)
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TABLE 78 —Provisions for distribution of costs of the special
public-assistance programs between State and local gorern-
ments, July 1, 1940

Old-nge |, Aldto | ,i.0
assistance 'js ‘ﬁﬂf&?t the blind
Btate responsibility for the total cost of assist-
ance not borne by the Federal Government . 120 117 27
Equal sharing between the State and local unit 8 7 K
State contribution exceeds that of the loeal unit. 13 10 7
L?E!t;t:ul5 unit’s contribution exceeds that of the
L - ine s i L e B 1
Proportionate sharing varfes. .____________°77| g s 3

Source: Social Security Board, Bureau of Public Assistance, Characteristics of
State Plans for Old-Age Xasmume’. Characteristics of State Plans [a’r Aid to the Blind,
??dmcgaﬁm::r:g;cg om»'sytalulﬁgm or tﬁifld to Delpn%dmfn (E‘]Médrm, Publications Noe, 186,
v as n, . i

the Social Seeurity Board. e i sl reaee ky

! Includes Distriet of Columbia, Alaska, and Hawali.

s Bt o Combmd K,

es rict of Columbia an awall, and New Jersey where the use of

State funds is limited to persons without eounty residence.

to this is in New England where the town is the
contributor.

With regard to aid to dependent children, 15 States,
the District of Columbia, and Hawaii assumed respon-
sibility for the total cost of assistance not borne by the
Federal Government; in 10 the State share exceeded
that of the local unit; in 7 there was equal sharing; in
6 the local share was larger; and in 2 (Maryland and
Ohio) the proportionate sharing varied considerably.
Only one State (Maryland) has attempted any thor-
oughgoing equalization.®® This State meets the dif-
ference between costs and the yield of a tax of 1 cent
per $100 of assessed valuation. In 1939 this resulted
in the State contributing nearly 90 percent of the com-
bined State and local share. The local share in ad-
ministrative costs was only slightly higher than the
local proportion of aid distributed.

The financing of aid to the blind follows the same
pattern as the financing of old-age assistance. In 25
States, the District of Columbia, and Hawaii, the State
assumed responsibility for the total cost of assistance
not carried by the Federal Government; in 7 the State
contribution exceeded that of the local unit; in 6 there
was equal sharing; in 8 (Kansas, Maryland, and Ohio)
the local share was larger; and in 1 (New Jersey)
the use of State funds for assistance was limited to

® However, until 1940 Ohio distributed State funds to the counties
on the basis of the proportion of children under 16 years of age. Local
governments contributed the proceeds of the yield of a fixed tax rate
on assessed value, This device may help to equalize local tax burdens,
but it does not equalize monthly payments to families with dependent
children. Indiana and North Carolina provide for special State assist-
ance to needy counties., This apparently amounted to very little in
1939. Indiana counties contributed 37.6 percent of the State and local
cost Instead of 40 percent, and North Carolina contributed 49.5 percent
instead of 50 percent. Consequently, these States have not been
classified as providing for equalization, Michigan provides for dis-
cretionary grants based on local need. In practice, however, local
governments were required to contribute only 2.5 percent of the State-
local share in 1939. This State has therefore been grouped with those
giving complete State support,
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persons without county residence. No State makes
. any significant use of equalizing grants.*

The provisions for State and local financing of gen-
eral relief vary widely among the States. By 1940, 12
States ®* had reverted to the predepression system of
complete local support. At the other extreme, 2 States
had assumed the entire general-relief costs, while a third
(Arkansas) was to all intents and purposes State-
financed, since locally financed relief was insignificant.
The majority of States were sharing the cost, and here
the influence of FERA financing can be seen.

The equalization grant, which is negligible in the
special-assistance programs, is to be found in a number
of States which share financial responsibility for gen-
eral relief with local units. In 18 of these States®™
variable grants are used for apportioning State funds,
but the methods by which such grants are made show
much variety among the States* Many of these
States have set up elaborate formulas designed to meas-
ure local ability to pay, or local needs, or both. For
the most part these formulas are not written into the
law, and the State administrative or supervisory au-
thority can alter them or disregard them as occasion
seems to demand. Even where the formula is provided
in the statutes, some administrative discretion is usu-
ally possible. Furthermore, not all of the formulas
for variable grants have the equalization feature. And
even when provision is made for the use of equal-
ization funds, the fact that appropriations for general
relief are extremely limited in many States means that
such States are able to provide only a percentage of
the needed funds at any time.

% Michigan uses discretionary grants for the blind, which are pre-
sumably based on the amount the State authorities believe the local
government needs and is unable to provide for itself. Actually, in
1939 they required the local governments to contribute only 1 percent
of the State-local share. Consequently, Michigan has been grouped
with the States giving full State support. No other instance of an
equalizing grant has been found for ald to the blind.

® Florida, Georgia, Indiana, Kentucky, Mississippl, Nebraska, New
Hampshire, North Carolina, South Dakota, Tennesgee, Texas, and
Vermont. (See Appendix 22.)

®Arizona and Pennsylvania. While quorum courts In Arkansas admin-
ister gome local funds for general relief, such expenditures are not
reported to the Federal SBoclal Security Board and consequently do not
appear in its tabulations; Inasmuch as the total sums involved are
believed to be mnegligible, the general-relief program in Arkansas Is
considered to be State-financed. (See appendix 22.)

The State provided 95 percent or more of the general-relief funds in
Loulsiana, Missouri, and New Mexico during the fisecal year 1940.
(Bocial Becurity Bulletin, IV (February 1941), 62.)

The District of Columbia 1s not included in this discussion because
itz financial structure is not comparable with that of the 48 States,

For a detailed analysis of the shares carried by States and localities,
see “Methods of Financing General Rellef,” Social Security Bulletin, V
(March 1942), 21 ff,

@ Information on variable grants used in ‘the following discussion
Is drawn from the sources listed in appendix 22.

® In addition, in two (Arizona, Arkansas) of the three jurisdictions in
which general relief is completely State-financed, funds are apportioned
on an equalization basis,

National Resources Planning Board

The bases used in making these variable grants also
show considerable variety. While such factors are
generally used in combinations, rather than in theiy
simple form, it would appear that the most, important
single factor is the size of the caseload, which is used
in 22 States. Other measures of need which may be
considered are relief costs and estimated needs of re.
cipients or eligible cases or both, while in a few in.
stances cases pending, State employment service regis-
tration, and the size of the Federal work program are
considered.

Measures of financial ability also serve as bases. The
general “fiscal ability” of the local unit is considered in
the equalization grant in nine States. Other States use
more specific financial measures, such as amount of
local debts, assessed value of taxable property, tax
levies, and tax delinquencies. :

Other factors also enter into formulas. Population
serves as a factor in six States. Several States include
such items as general economic conditions, urban-rural
population ratio, agricultural production, retail sales,
and passenger-car licenses. Some States combine as
many as six of the factors previously mentioned in
the formula, and several different combinations of the
same factors may be found in a single formula.

However, the variable grant does not always take
into account local ability and need. In Ohio, for ex-
ample, until 1940 the State funds from taxes earmarked
for welfare were distributed to the counties in pro-
portion to taxable property. The object was to reduce
the burden of the property tax, and the wealthy dis-
tricts with large per capita assessments were favored.

In contrast to the use of the variable grant, some
States designate a certain percentage which the State
will contribute to the total general-relief costs. For
example, New York State contributes 40 percent of
the costs of payments to cases having legal settlement
within a welfare district of the State and 100 percent of
the costs for persons not having such settlement. In
Alabama and South Carolina, each local unit receives an
amount of State funds equal to the amount of local
funds made available for general relief.** In Delaware,
the local units are reimbursed by the State agency for
50 percent of their expenditures for general relief. In
Virginia, each local unit receives $1 of State funds for

® Even in these Instances, however, the percentage grants are subject
to certain qualifications. In Alabama, in emergencies the proportion
of State funds may be increased beyond 50 percent, depending upon the
extent of need and the amount of local funds available, In South Caro-
lina, the receipt of State funds depends upon the county's willingness
to administer these funds in accordance with the rules and regulations
of the State ageney. Also, the proportion of total State funds each
county recelves may mnot exceed the proportion the population of the
county formed of the total State population in 1930.
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every 60 cents of Jocal funds made available for general
relief.

Still another phase of intrastate relationships in the
financing of general relief occurs in those States where
more than one general-relief system is in operation.
In California, for example, prior to July 1, 1941, the
State assumed responsibility for relief to employable
persons and the counties financed a relief program for
unemployable persons.®” In Rhode Island, the State
provides five-elevenths of the costs for State unem-
ployment relief exclusive of costs of material and
equipment, while the local units are solely responsible
for relief to unemployable persons.®®

Finally, there are three States® in which the State
assumes financial responsibility for “unsettled cases”
only and the local units finance a program of relief for
persons with legal settlement.

Unfortunately it is not possible to determine for
1939 either for the country as a whole or for indi-
vidual States the manner in which sponsors’ contribu-
tions to WPA projects were distributed between States
and their political subdivisions. It is known that the
percentage distribution of sponsors’ pledges on projects
placed in operation through August 31, 1937, was as
follows: States, 17.2 percent; counties, 27.6 percent;
townships, 8.6 percent; municipalities, 45.2 percent;
other, 1.4 percent.” But, in the absence of knowledge
of the financial arrangements within the States, it is
impossible to determine the sources of the funds sup-
plied by sponsors other than the States themselves.
For these reasons the following discussion will be
mainly confined to intrastate financial arrangements
in regard to the special public assistances and general

relief.

Evaluation of the Extent
and Character of State Aid

The wvarious Federal programs have undoubtedly
relieved local govermments of major responsibility for
public aid. The share of local authorities in the
financing of work relief is limited to sponsors’ con-
tributions to WPA projects and to the costs of certifi-
cation of needy applicants. Although State and local
sponsors’ contributions to WPA costs cannot be segre-
gated, in 1939 the Federal disbursements for WPA
were four times as large as those of the States and local-

% The proportion of total State funds each local unit receives, how-
ever, may not exceed the proportion the population of the local unit
formed of the total State population in 1830.

¢ Since that time the State emergency relief administration has been
inoperative. f

® For further information see Appendix 22.

® Connecticut, Maine, Massachusetts.

™ Work Relief and Relief for Fiscal Year 1941, p. 420.
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ities combined. Moreover, the localities did not contrib-
ute at all to the costs of unemployment compensation
benefits which approximately equalled State and local
payments for general relief in that year.

To the 1:em?,ining programs which bulked large in
total public-aid expenditures, the local governments
contributed the following proportions: old-age assist-
ance, 10.1 percent; aid to dependent children, 26.6 per-
cent; aid to the blind, 20.1 percent; and general relief,
40.7 percent. ;

The local share of the expenditures of all programs,
including general relief, was probably between 11 and
16 percent of total public-aid costs in 1939.% This
would seem to be a moderate charge. But whether this
involved too heavy or too light a burden in relation
to their resources can be determined only by studies
of specific areas. For not only do the relative needs
(especially those attributable to unemployment) vary
greatly from locality to locality, but also there are
great differences in wealth and resources. Further-
more, there is great diversity from State to State in
the other responsibilities which local authorities are
required to carry and in the extent of the financial
aid given by the State for these other purposes. For
the extent of State aid cannot be measured by the
specific State contributions to the special-assistance
and general-relief programs alone. Three of the States
that contributed less than half of the State-local cost
of the combined special-assistance and the general-
relief programs in 1939 (New Hampshire,”” New
York, and Wisconsin) contributed generously to
local government support both through grants for
other government functions and through unearmarked
tax distributions. New York and Wisconsin returned
more than half of the total State tax revenues to local
districts in the form of grants and shared taxes. These
are of little aid in equalizing the specific burden of pub-
lic-aid costs, but insofar as they reduce demands on
the local tax base they make an important contribution
to the problem of public-aid financing.

Yet, with all these qualifications, tkere is some reason
for believing that this extensive Federal and State aid

71 No data are avallable on the division between State and local gov-
ernments of sponsors’ contributions for the WPA and Btate and local
costs for some of the less costly programs, Consequently, the exact
amount of the loeal contribution is not known. The known local costs
of the special assistances and general relief were as follows: Old-age
agsistance, $41,918,700; aid to dependent children, $27,856,400; ald
to the blind, $2,392,000: general relief, $192,444 400; total, $264,106-
100. (Social Security Bulletin, III (January 1940), 65.) If it is assumed
that one-half of non-Federal WPA expenditures, or $240,880,000, and one-
half of non-Federal NYA expenditures, or $4,912,000, were carried by
the communities, their total becomes $509,808,100 or 10.7 percent of
total public-aid costs ($4,750,440,000). If all WPA and NYA non-Federal
costs were carried by the localities, their total would be increased to
$765,687,100, or 16.1 percent of all public-aid costs. See appendix 20.

7 Where general-rellef costs are met entirely from local funds.
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has not always been sufficient to solve the problem of
local capacity to finance public aid, partly because the
variation in State and Federal contributions from State
to State is very great, partly because the resources of
many local governments are too limited to meet even
from 11 to 16 percent of total public-aid costs. And
where the local area is left with a burden dispropor-
tionate to its resources, the consequence is all too often
that the function is badly performed. Either public
aid is available only to a small number of people, or
average grants are low.

Evaluation of the manner in which the State and
local share of public-aid costs is distributed between
these two levels of government thus presents peculiar
and difficult problems. As already indicated, practice
varies greatly from State to State, and a compre-
hensive analysis would require detailed field studies
which could not be undertaken for the present study.
The picture which is presented below is therefore con-
structed from the available general statistical informa-
tion and illustrated by the situation known to exist
in a limited number of States for which detailed in-
formation is available. Furthermore, the broad over-
all picture is defective in that it was possible to secure
the distribution of costs between States and locali-
ties only for the special-assistance and general-relief
programs.

Influence of State Financial Participation
in Comparison With Other Factors

The extent to which the degree of financial respon-
sibility thrown upon the localities has affected the rela-
tive degree of adequacy with which the public-aid
problem has been met is difficult to determine. In view
of what has been said above concerning the relative
fiscal capacities of the States and localities, it might
have been expected that public aid would be least
widely available and that average grants would be
lowest in those States which relied on local financing
to the greatest extent.® In fact, however, so direct
a relationship cannot be directly supported by statisti-
cal and other evidence for two reasons. In the first
place, the extent to which the need for public aid is
met in any given area depends not only on fiscal ca-
pacity but also on the local sense of social responsi-
bility. In the second place, when Nation-wide
comparisons are made, the influence of the prevailing

7 It is recognized that average grants are at best a very rough measure
of the relative adequacy of public aid. (See ch. VIL) The investl-
gations in ch. VII showed, however, that the existing differences in
relief grants exceeded any variation that could be explained in terms
of costs of living. Thus, in the 59 cities studied, whereas the cost
of a uniform budget varied by about 20 percent between the highest
and lowest cities, the variation in relief grants was as high as 85
percent,
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distribution of financial responsibility as between State
and locality is overshadowed by the influence exerted
by the wealth and economic standing of the different
States. _

Differences in local acceptance of responsibility—
The importance of prevailing social attitudes toward
the assumption of responsibility for the economically
insecure may be illustrated by a comparison between
Nebraska and Texas. Both States are relatively
“poor,” ranking thirtieth and thirty-second, respec-
tively, in terms of per capita income paid out in 1939,
In both, the State paid 100 percent of the costs of old-
age assistance ; both had complete local support for gen-
eral relief. In Nebraska the State also relieved the
localities of all but 5.8 percent of the costs of aid to the
blind in the fiscal year 1939, But Texas local govern-
ments have received relatively more State financial
assistance than Nebraska local governments for other
local functions. It might be expected therefore that
Texas local authorities should be in at least as good a
position as those in Nebraska to support general relief.

In fact, however, provision for general relief in
Texas is notoriously inadequate.” The total local ex-
penditure for general relief is regularly larger in
Nebraska than in Texas, although the population of
Texas is five times that of Nebraska. In April 1940
Nebraska’s general-relief expenditures were more than
50 percent larger than those of Texas. Nebraska, with
one-fifth of the Texas population, had four-fifths as
many relief cases and the average monthly grant in
Nebraska was nearly twice as large.™ In fact the
American Public Welfare Association, after an inten-
sive study of unmet need and welfare problems in
various areas in Texas, drew attention to the high
degree of local apathy on the part of the more fortunate
citizens of the community toward the extent of social
provision for the economically insecure.” It is true
that constitutional limitations on the taxing powers

™ Thirty-four of the 254 counties reported no relief cases at all in
December 1939. (Social Security Board, Trends in Public Asgistance
1983—1939, Washington, 1940, p. 90-93. Referred to hereaffer by title
only.) According to the report of the Texas Social Welfare Associa-
tion (Need: A Study of Basic Social Needs, Special Publications, vol, 1,
No. 1, 1940) there were 15 counties in April 1939 with 1,000 or more
eligible familles receiving no public aid except surplus commodities. In
17 more counties, there were from 500 to 1,000 such families. Of the
280,000 families receiving or needing aid, only 4 percent were assisted by
local governments, and 24 percent were receiving no public aid except
surplus commodities. See also ch. VL.

= Social Security Bulletin, IIT (June 1940), 47.

7 American Public Welfare Association, What is Happening to People
in McLennan County, Texas, May 1940, ms. See especially ch. v, pp-
34.35. In its Public Welfare Survey of San Antonio, Texas, October
1940, the Association also drew attention to the indifference of the
community toward inadequacies of public-welfare provision which had
existed for years and stated (p. 5) “If the survey staff had but one
opportunity to advise it would be to plead that some community-wide
effort be made to do something about these critical problems im-
medintely."”
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TapLe T4—Local participation in the financing of general relief
and the special assistances, average grants under these
programs, and average per capita income, fiscal year 1939*

Ranking of
Group average group accord-
ing to—
Percentage of total expendi- | Num- ;
tures (excluding adminis- é’f"tgg P"“““rt'
trative cost) carried by | ®' nt%i:] Aver- | Aver-
localities, by program group | expendi- Grant | Per age age
tires per | capita | grant per
carried | ©€8%¢ |income| per | capita
by local- case |income
ities
General reliefl:
9 100.0 | $10.02 $3s1 6 ]
b 81.9 | 21.58 677 1 1
8 62.9 | 19.33 654 2 2
9 39.1 13.30 473 b 4
6 16.2 | 16.55 526 3 3
| TR 14. 58 406 4 b
[} 26.6 | 23.60 613 1 1
16 16.5 | 16.80 450 3 3
L1 | ReERtee 16. 86 476 2 2
25 percent and over. .. 20 36.2 | 83.10 541 1 1
0.1 to 24.9 percent_....____ 7 9.8 | 26.52 434 2 2
T e 12 |ooceeaaaa]| 23,36 422 3 3
Aid to the blind:
25 percent and over....... 8 20.4 | 23.98 550 1 1
0.1 to 24.9 percent......... 12 127 | 18.45 429 3 3
INOT, eisin iimantscicenas | B RIS 19.21 452 2 2

Sources: Data on the proportion of total costs carried by localities from Social
Security Bulletin, I1I (January 1040), 67-71, averugo percantngw (not weighted) are
computed; average grants per case (not welghted) computed from Social Securﬂ&
Bulletin, I L\u%gst 1039), 48-52; average per capita income (not weighted) compute
from table 68 in this chapter.

1| Exclusive of Territories. New Jersey and the District of Columbia are excluded
from all f owin\g to the lack of dependable per-capita income data. Inasmuch
as the table refers only to those States whose special assistance plans were approved
by the Social Security Board, the following States are excluded: (1) Aid to dependent
children, Connecticut, Illinois, Yowa, Kentucky, Mississippi, South Dakota, Ne-
vada, Texas; (2) Aid to the blind, Illinois, Kentucky, Missouri, Delaware, Nevada
Pennsylvania, and Texas, Because data on average general Telief ts are no
available for idaha, Kentucky, New Hampshire, oma, o Island, and
Tennessee, these States are excluded {rom figures on general rellef in this table,

1 During the fiscal year ended June 1939, Louisiana reported no financial ‘E-
tion by localities, but did report some local expenditures in the fiscal year ended
June 30, 1940 (see Social Securitraﬁtdktm. IV, (February 1941), p. 62) so that this State
appears in this table as completely State-financed although not so classifled in the
listing in the section above on financial arrangements within States.

of Texas counties have in some instances restricted their
ability to provide general-relief funds.”™ Yet the very
retention of these limitations in the face of urgent need
indicates a lack of appreciation of the seriousness of the
problem,

Local differences in economic capacity—While it is
apparent that there are marked differences in local
effort to support general relief, it is also obvious that
ability is an important factor. The overwhelming
importance of per capita income within a State as

! against the intrastate division of fiscal responsibility
may be seen from Table 74, which groups the States
according to the extent to which localities are required
to participate in the financing of general relief and
the special assistances.™

Table 74 does not support the conclusion that pub-
lic aid is least adequately provided in those States

T0f 200 countles surveyed in 1939, 163 reported that they were not
financially able to make additional appropriations for relief purposes in
view of this legal limitation. (Texas Social Welfare Association, op. eoit.,
p. 31.)

" It should be noted that all States are not included in this table.
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which throw the largest burdens on the localities. It
is true that in general the lowest average general-
relief payments are found in the nine States which
require localities to carry 100 percent of the costs.
But the highest payments are found in the next group
of States where localities provide between 75 percent
and 100 percent of the funds. Indeed, except for the
group of States in which the local government carries
100 percent of general-relief expenditures, there is a
tendency for the average grants within each group to
decline as the proportion of cost carried by the locality
decreases.

In the aid-to-dependent-children programs the rela-
tionship is the direct reverse of what might be expected.
Average payments are highest among the States which
require localities to carry the largest share of the cost
and lowest in those where there is no local participation
in financing. Even in old-age assistance and aid to
the blind there appears to be no direct relationship.
For in both programs the States which require local-
ities to carry the largest share in financing are also
those which make the highest average payments, and
those with no local participation make payments that
exceed those made in the group where localities con-
tribute up to 25 percent.

When the groups of States are arranged in order
of per capita income, it becomes apparent that per
capita income is a more important determinant of the
level of assistance than the proportion of the cost
contributed by local governments. For in the three
special assistances the ranking of the groups of States
according to average per capita income is identical
with their ranking according to size of average pay-
ments. In general relief, with the exception of the
group of States in which localities carry between 25
and 50 percent of the expenditures, the relationship
is equally close.

Significance of the extent of State aid.—It does not,
however, follow that intrastate fiscal arrangements
exert no influence over the adequacy with which the
various States have met the public-aid problem. ZEwven
in the poorest States, although State aid cannot raise
the levels of public aid up to those in the richer States,
it can yet assure a more nearly adequate response to
the need for public aid. The significance of State aid
is suggested by a comparison of States of comparable
wealth but with different degrees of State participation
in public-aid expenditures.

The experience of the three “poorest” States (Ala-
bama, Arkansas, and Mississippi) is shown in Table 75.
General-relief expenditures were entirely a State
charge in Arkansas and entirely a local charge in Mis-
sissippi; they were shared in approximately equal
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TapLe 76.—Financial aspects of selected public-aid programs in
3 States and in the United Staies, December 1939

United Missis-
States |Alabama | Arkansas sipp1
Census population, April 1940_____..___|131, 869, 275 |2, 832,016 |1, 949, 387 | 2, 183, 796
WPA employees, December 1930__.__._| 2 109, 200 50, 000 42,005 43,024
Special-nssistance cases, December 1939 2, 204, 147 24, 383 23,015
eneral-relief cases, December 1939....| 1, 562, 684 2,284 3, 800 1, 551
Percent of total population represented
3 H
WPA employees. ....o........... 1. 60 1. 80 221 2.01
Special-assistance cases. .. ___._.__. 1.74 0.86 1.18 0.94
eneral-reliefcases.....__._____.___ 1.19 0.08 0.19 0.07
3 above programs. . ........._. ... 4,53 2.74 3.58 3.02
Monthly average payments in Decem-
ber 1939:
. i i SR E ey e e | $52.93 $40.09 $42. 43 $40.32
Special assistances____.____._._____ $190. 33 $9. 42 $6.01 §7.51
eneral relief, ... ... . $25.27 $9.12 $4.86 $2.01
Percent of expenditures carried by local
governments, fiscal year 1939:
Special assistances................. 13.5 22.6 n 0
eneral reblef.__________________... 40.7 48.3 ] 100
Total expenditures pe ﬂlts of 1040
pngu]ﬁt.mn fur general relief:
iscal year 1989, .. ... ... ... $3. 50 $0.10 $0.12 $0.02
December 1989 oo, $0. 20 $0.01 $0.01 $0. 002
Per capita income, calendar year 1939. . $530 243 $244 $203

Sources: Census population as of Apr. 1, 1940, from Bureau of the Census, Sirleenth
Census of the United States: 1940, preliminary Series P-3, No. 10 (Mar. 15, 1541),
p- 2; number of persons employed by WPA, s -assistance and general-relief
cases, from Sorial Security Bufldm, III (March 1640), 64, table 0; avamg&:[;]d-nga assis-
tance and eral-relief algmems. from Social Security Bulletin, {Feb:
1940), 60 and 58; average A earnings computed from Social Security Bulletin, IE{
(March 1940), 63 and 64; total per ctggita uxgendl:ure with reference to total 1040
population) for general relief computed from Sixteenth Census of the United Btates:
1940 Prelimlnariy relesse Series P-3, No. 10, p. 2 and Appendix 20; proportion
of total expenditures for the special assistances and general relief carried by local gov-
crnments, from Social Security Bulletin, III (January 1040), 67-71; per capita income
from Table 68 above.

proportions by State and county governments in
Alabama. The State assumed the entire non-Federal
cost of the special assistances in the last two States
and 77.4 percent in Alabama. For all three States the
proportion of WPA employees in the population was
higher than for the entire country, but the proportion
of the population cared for by the programs falling
in large part or wholly on State and local funds was
in every instance markedly smaller than the national
average. Average payments per worker to WPA em-
ployees were from 25 to 30 percent lower in these States
than the United States average, as would be expected
when it is recalled that the security wage scales at
least in part reflected differences in living costs. But
old-age assistance payments, for which State and local
governments must contribute half of the total cost, were
from 50 to 75 percent lower, while general-relief pay-
ments, toward which the Federal Government made
no contribution, ranged from 60 to 90 percent less. The
cost of general relief for the United States as a whole
was nearly 30 cents per inhabitant in this month.
It was less than 1 cent per inhabitant in each of these
three States and amounted to only 2 mills per capita
in Mississippi.

Nevertheless, it is apparent that Arkansas, with a
State-supported general-relief program, spent more
than Mississippi. The expenditure per inhabitant was
between five and six times as great; the proportion
of the population receiving general relief was approxi-
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mately three times as great; and the expenditure per
case was greater by two-thirds.” Alabama, where the
costs of general relief were shared in roughly equa)
proportions between State and localities, carried g
smaller proportion of the population on general reliet
than Arkansas but made higher average payments per
case. In total, however, per capita expenditure fop
general relief was less than in Arkansas where the
whole non-Federal costs were carried by the State,

The influence of State participation is evident also
in the richer States. A comparison of Pennsylvania,
in which the State has assumed the costs of general
relief and of the non-Federal share of the special as-
sistances with other States of comparable wealth but
requiring some degree of local financial participation,
lends further support to the view that a high degree
of State participation favors more nearly adequate
provision of public aid. Table 76 compares the ex-
perience of Pennsylvania with that of the six other
States ranking immediately above and below it on the
basis of per capita income. All of these States except
Colorado required the localities to carry more than
25 percent of the expenditures for general relief. In
addition, all but Colorado, Michigan, and Washington
required local financial participation in all of the spe-
cial assistances.

It will be observed that average grants for general
relief were notably higher in Pennsylvania than in
any of the other selected States. Payments of old-age |
assistance recipients also compared very favorably with |
those paid elsewhere, being exceeded only by those |
made in Oregon, Colorado, and Washington. Average |
grants for aid to dependent children were also rela- |
tively high in Pennsylvania, being exceeded only by -
payments made in Oregon. |

Even more significant as an index of the extent to |
which State participation influences the adequacy of |
public-aid provision is the expenditure per inhabitant |
within these States. In the fiscal year 1939 Pennsyl-
vania spent $10.32 per inhabitant on the special as-
sistances and general relief, and $8.63 for general
relief alone. These sums were greater than those
spent by any other State in the group, despite the fact
that Pennsylvania was spending more per head on all |
other forms of public aid than any other State in the |
group except Michigan. Tt seems reasonable to con-
clude that for \States of roughly equal wealth, sub- |
stantial State participation in all programs is conducive
to more nearly adequate public-aid financing.

% These fizures change considerably from month to month. In Juné
1940, for instance, the average payment per case in Mississippl Wwas
above that in Arkansas. However, the total expenditure was still mueh
greater in Arkansas than in Mississippi. (Social Security Bulletin, 1l
(August 1040), 45.)
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BLE 76.—Local participation i: ; 1 7 ¥ ;
Ta participation in financing of the special public assistances and general relief, selected Stales, fiscal year 1989 °
1>el'cgntla|i}|:,11 of cumhéﬁnd Federal, State,
and_lo expenditure i
- i pe S ed by Average payment Total State and loeal expenditures per inhabitant
capita
State lm;omde— Ald to
calendar Ald to 0Old Ald
year 1030 | General | Old-age | depend- | Aidto Gl%‘]lferrﬂ assisggece de, ugdent the hlltgd Special | oonara) Sstgﬂos .%11 Othefr All types
relief |assistance h%t the blind [ T o) gwr re- (pel;t‘nn (per re- if'oii' relief |and general] publia. | Of public
children pient) famnily) cipient) relief aid aid
Colora0 —oeaemmaeaes $522 17.9 |.cee..| 334 25,0 $18.75 | $28.20 $20.68 [ s27.74 .61
e 545 36.3 23.6 35.0 23.6 15.60 21.38 40. 03 $25..2:* s;?—: *%3? 32?1 *‘g’-&? ‘};-33
M“““}’{k}, e s 54.6 15.2 30.5 3.6 1L 2) 1o 23.43 | 21.05 8.45 2,02 5.47 7. 50 12,97
Penns RS ] e ] (I e | R BN | : BOIL | 1.60 8 : .
Maryland...- 595 88,2 16.9 7.7 8.3 2230 17.42 30.82 | 21.04 2.13 1.5 o 622 080
Miohigan. .o oo 644 36.9 1.3 .6 20.33 16. 44 34.10 23,32 2,35 3.60 6. 04 14.03 20,97
Washington - ... 606 ) R LI i 13.40 22,15 20.27 30,42 3.79 1.99 5.78 8. 43 14.21
Sources: Per capita income, from table 68 above; percentage of expenditures carried by localities, from Social Security Bulletin, ILI (I
from Social Security Bulletin, IT (August 1930), 48-52; per capita expenditures for public sid computed from table 68 appendix 20, and ﬂ&?&%%ﬁ United Sates, Pros
liminary Series P-3, No. 10 (Mar. 15, 1941), p. 2. Data on the special assistances refer to States with plans approve& by the Social Security Board. !

Local Variations in Adequacy of Public-Aid Provisions
and in Burdens on Taxpayers

Although when Nation-wide comparisons are made,
the extent to which a State relieves localities of the
burden of public-aid financing is a less significant
factor than the per capita income of the inhabitants
of the State in determining the adequacy of public-aid
functions, these fiscal arrangements have a very direct
influence upon the uniformity of public-aid provision
within any one State. A brief examination of the
States for which information is readily available shows
that there is still great inequality among local areas
in any one State in the financial burdens of public aid,
and this results in great intrastate inequalities in the
levels of assistance provided. This conclusion holds
for both rich and poor States, but the inequality ap-
pears to be less marked in States which give substantial
assistance to the localities.

New York ranked second among the States in terms
of per capita income in 1939. In the fiscal year ending
June 30, 1939, the localities provided 34.7 percent of
the total non-Federal expenditures for the three spe-
clal assistances and 45.8 percent of the corresponding
administrative expenses, as well as approximately 60
percent of the expenditures for general relief. More-
over, New York has developed an extensive system of
State aid for other local functions, which has relieved
local authorities of a large part of local costs and has
tended to siphon tax revenues from the richer to the
poorer communities. The very large amount of State
aid to Jocal school districts is on an equalization basis.
The administrative unit for public aid is the county,
which means a unit large enough to reduce gross in-
equalities of wealth. Even with this large unit, the
full value of taxable real estate is between five and
SIX times as great in some counties as in others.

The actual expenditures per case for general relief,
the activity for which the county has to meet the

larger part of the cost, varied in April 1940 from $14.61
per family in the comparatively poor county of Scho-
harie to $48.62 in the relatively wealthy city of Mount
Vernon; and payments for single individuals varied
from $8.51 in Greene County to $27.83 in New York
City* Differences in costs of living in rural and
urban areas account for some of these differences.
However, the payment for a single individual in Ham-
ilton County was approximately double that in Scho-
harie. Both of these counties are rural, and the cost
of living should be much the same; but Hamilton
County obtains a large part of its local tax revenues
from the taxation of State forests, and in Schoharie
the taxes come mostly from farmers,

Massachusetts is another relatively wealthy State
ranking sixth among the States in terms of per capita
income payments. During the fiscal year 1939 the
localities were required to carry 23.8 percent of the
non-Federal expenditures for special-assistance pay-
ments and none of the administrative expenses. On
the other hand the localities bore approximately 77
percent of the costs of general relief. The State has,
however, drawn generously on its resources to aid
the local governments in other ways; it gives sub-
stantial grants for education, and it distributes large
sums from shared taxes.

Yet within the State there was a considerable range
in monthly payments to general-relief cases. Average
monthly payments in those towns with more than 100
relief cases varied from $19 to $43 in 1939.8* A com-
parison of assessed valuations per capita with average

® New York State Department of Social Welfare, Social Statistics, 111
(1940), pp. 24-26.

8 Average general-relief grants per month, (exclusive of hospitalization
and burial costs) for the 78 towns with more than 100 general-relief
cases in the calendar year 1939 computed from Massachusetts Depart-
ment of Public Welfare, Aid and Relief Statistics, Specinl Bulletin No.
6, 1940, pp. 1-12. These figures have not been computed for towns
with a smaller number of cases because they are not believed to be
significant for small numbers.



318

monthly payments in these towns shows that on the
whole the towns with the smallest relief payments
per case were those with the lowest assessed values
per capita. In the 23 towns in which the average
monthly general-relief grant per case was $24 or less,
the median assessed value per capita was $1,015. In
the 38 towns with average grants of $25-$34, the per
capita assessed value was $1,202. In the 17 towns with
average grants of $35 or more, the assessed per capita
value was $1,429. The equalized value of taxable prop-
erty per capita, probably the best available measure of
local ability to pay, was about 10 times as high in the
wealthiest town of this group as in the poorest town.
If all towns are included, equalized values per capita
varied from about $400 to $10,700.52

It was shown earlier that there is a certain number
of States in which the State not only carries a sub-
stantial share of the costs of financing the special
assistances and general relief but also employs the
use of variable grants. Yet examination of sample
States using variable grants reveals that here too the
existing financial arrangements fail to eliminate wide
variations either in the treatment of the economically
insecure or in the burdens thrown upon local taxpayers,
Ohio ranked tenth in terms of per capita income pay-
ments in 1939. The State carried 100 percent of the
non-Federal costs of old-age assistance, and in the
fiscal year ending June 1939 bore 57.8, percent of the
non-Federal costs of aid to dependent children, 64.9
percent of the non-Federal costs of aid to the blind,
and 57.0 percent of the total costs of general relief.
Moreover, the State used the variable grant for both
aid to dependent children and general relief. In the
former case, the local contribution was determined by
the yield of a uniform levy on property, but State
aid was distributed in proportion to children under 16
instead of providing the difference between costs and
the local levies. Thus State:aid for general relief
gave the largest allocations to those counties with the
largest property assessments and so tended to favor
the wealthiest counties. A comparison of grants to
families with dependent children in counties with the
largest and the smallest allowances per family is given
in Table 77.

This comparison of the Ohio counties paying the
smallest and the largest amounts per family indicates
that those giving the smallest allowances are rural
counties with a relatively small amount of taxable
property per capita. The counties giving the largest
allowances, on the other hand, are urban counties with

# Median assessed value per capita, which refers to the year 1937, s
computed from Commonwealth of Mas husetts, A 1 Report of the
[/ issioner of Corpor and Tazation for the Year Ending Novem-
ber 30, 1937, Boston, 1038, pp. 223-298,
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Tane 77.—Average grants per family under aid to dependeng

children and assessed value of tazable property per family
aided, for selectéd counties in Ohio, December 1939

Aid to dependent children
A
Census value of
" 4 Number of | all prop.
County ¢ o?“l‘lgm Number | Average | dependent eme m]-.]r
’ of grant fm- children | family
families | family per aided
family
Counties with smallest aver-
R o 18, 641 3
1111 e s 69 $1 1.9 | %160,
Vinton....... .. .. . __ 11, 573 30 16 27 315, %
Paulding..___________""| 15527 39 17 2.6 | 583000
Clinton. . . -] 22,574 71 19 2.5 335, 000
Highland__....___._____| 27,000 39 19 2.5 | 500,000
| R T LR 16,113 66 19 2.9 195, 000
Counties with largest aver-
age grants:
Hamilton. . ....__.___. __ 621, 987 687 45 2.8 | 1,508, 000
Mahoning__............_ 240, 251 207 50 3.0 | 1,766,000
1= A R N L 234,88 250 50 2.9 | 1,115 000
Cuyshoga_.._._....__.___ 1,217, 250 1,854 57 2.8 930, 000
Lucas................_._| 844,333 249 61 3.3 | 1,931,000
Summit ——— - 206 63 3.3 | 1,643, 000

|

Sources: Number of families aided, average grant per family, and number of de.
gendent children family from Social Security Board, Bureau of Research and

tatisties, Trends in Public Assistance 1935-39, Bureau Report No. 8, Washington,
1940, p%.lad-&ﬁ: total population in 1940 from Sirteenth Census of the United States: 1840,
Preliminary Release, Series P-2, No. 41 Ff.!an. 9, 1041), p. 1; value
taxable property from Schultz, A.'D., The Fiscal Situation in Ohio, Ohio Chamber o
Commerce, Columbus, Ohio, 1935. pp. 172-173. Although the data on assessed values
are for the year 1934, it may be reasonably assumed that 1039 figures would not be very
different in view of the tendency to “freeze’ assessments in recent years,

=4

relatively large taxable values per capita and per fam-
ily with dependent children. Costs of living are doubt-
less higher in the urban than in the rural counties, and
the number of children per family averages slightly
higher in the urban group. Also, there may be more
opportunity for partial support in rural areas. These
differences cannot compensate, however, for monthly
allowances in rural areas that average only 20 to 40
percent of allowances in urban areas. More than two-
fifths of the total cost of aid to dependent children
fell on the counties in Ohio in 1939, and the county
contribution was limited to a fixed percentage of as-
sessed values. A large part of the differences in
monthly allowances is attributable, therefore, to the
wide variation in taxable values in these counties,
rather than to variations in need.

A comparison of average monthly payments for
general relief in the 12 counties for which aid-to-de-
pendent-children payments have been given in Table
77, shows that the six relatively poor counties paid
from $5 to $12 monthly per case whereas the 6 com-
paratively wealthy counties paid from $13 to $25
monthly in December 1939.%* This is far more varia-
tion than the differences in cost of living would de-

mand. Yet the State government was meeting more i

than half of the total cost of general relief and could

have achieved extensive equalization by distributing

the same amount of money on an equalizing basis.
Illinois is another relatively wealthy State, ranking

% Calculated from data in Trends in Public Assistance, 1955-39, PP:
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eighth in terms of per capita income in 1939. The
State paid 100 percent of the costs of old-age assistance
and reimbursed the counties for half of the expendi-
ture under the State program for blind assistance. It
reimbursed on a variable formula up to one-half of
county expenditures for the State program for aid to
dependent children and in the fiscal year 1939 carried
71.7 percent of the costs of general relief. The State
employs a form of equalization grant for the distribu-
tion of State aid for general relief, providing the local
sovernments with the difference between total relief
costs and the yield of a 3-mill tax. If a 3-mill levy
has to be scaled down, along with other levies, to fit
the 7T14-mill constitutional county tax limit, the re-
duced levy still qualifies the commission-form counties
for State aid.

The local relief unit is the township except in
Chicago and the 17 commission-form down-State coun-
ties. In May 1940, 535 of the 1,455 local relief units
were certified for State assistance. Most of the re-
mainder had sufficient local funds to meet requirements.
Ninety-two units that failed to levy a tax sufficient
to qualify for State aid did not have adequate local
. funds to cover estimated needs.** No evidence has been
found to show whether the failure to levy the necessary
3 mills was due to lack of a sense of social responsibil-
ity or to the fact that 3 mills added to the tax rate
would have made the tax burden unconstitutional. It
is possible, however, to ascertain whether the districts
that failed to levy the necessary sum had unmet relief
needs from an analysis of the 72 districts that made no
levy whatever for relief in 1939. The results are given
in Table 78. These indicate that failure to levy a tax in
the wealthy districts did not result in any large amount
of unmet needs, but in the poor districts there was a

serious discrepancy between the existing need and the °

actual relief payments made.

In view of the relatively low tax limit in Illinois,
and the fact that State aid is allowed in some instances
even though the 8-mill levy has been scaled down under
the tax limit, the failure of the poor districts to meet
their share of the burden cannot be charged entirely
to the inadequacy of local resources. It is recognized
that taxes are more onerous in poor districts than
rich ones; but, in view of the greater State aid available
in the poor districts and the comparatively low qualify-
ing levy, it seems probable that the failure to levy the
necessary relief tax in some of these instances must be
charged to indifference to social obligations.

But even if the towns had complied with State re-
quirements and levied the necessary 3 mills, the present
Illinois system would still fail completely to equalize

M 1Illinois Emergency Relief Commission, Monthly Bulletin on Relief
Btatistics, June 19j0, pp. 91-101.
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TasLe T8—Adequacy of general-relief grants in wealthi mzd\
. - - 3 I3 68‘
poorest districts in Illinois making no relief levy for 1989 relief
erpenditures

Number of | Number of

counties in | counties in

wealthiest poorest
quartile quartile

Relief grant as percent of budgeted needs

14 B
4 7
0 5

Sources: Data on adequacy of relief grants are based on eases of 2 or more
and are taken from Illinois Emargencyal];:liuf Commission, Ilinoiz Persons mrlsma Igﬁ:'s
1939, Release No. §, Nov. 18, 1940, table 22, The percentages given do not refer tﬁ;
individual towns but to “‘all other units” in each county in which the towns are
located. The classification as wealthiest and poorest quartile is based on the r

. capita assessed valuation of the given district; in the wealthiest quartile this valuation

raug_od from $1,500 to $2,700 in 1938; in the poorest uartile't;hc range was from $400 to
cooperation with the Work Projects Administration, 1939), table VI.
relief costs because State funds for relief are limited
and because the required levy is on assessed, rather
than actual values, and the rate of assessment varies
from 25 to 80 percent.®* The town with an 80-percent
valuation must, consequently, contribute more than
three times as much in proportion to its taxable wealth
as the town with a 25-percent valuation. Moreover, the
relief costs are left to local discretion in a large degree.
Adequate State supervision of 1,455 local districts—
or even the 500 or 600 that qualify—is out of the ques-
tion. The town that reduces assessments and pads costs
can obtain funds at the direct expense of the town with
higher assessments and honest and efficient expenditure.
In spite of these limitations, Illinois has apparently

~ had some success in equalizing relief burdens. A cor-

relation of +.77 was found between the percentage of
the population on general relief and the percentage
of the cost of general relief met from State funds in
the different counties in 1939.%¢ If the proportion of
the population on general relief is accepted as a measure
of both need and ability, a moderate amount of equal-
ization has been attained. The correlation might prove
greater if a breakdown by towns were available. There
is, however, little doubt that the method of equalization
could be improved so that substantially greater equity
could be obtained with the same funds. Moreover, the
source of the State equalization fund is primarily the
regressive sales tax, which falls more heavily on the low-
income goups. This too nullifies, in some measure,
the gains of State equalization.

A comparison of Illinois and Towa suggests that one
factor which influences the extent to which equaliza-
tion can be assured is the size of the local unit. Where
local units are small and numerous, sharp differences
in wealth are greater, and efficient local administration

8 Scheinman, D., Tentative Report on the Study of the Division of
Cost of General Relief in Massachusetts, Illinois, and Pennsylvania, ms.

# Schelnman, D., Testing for Equalization of Unemployment Relief
Burdens Among the Counties of Illinois, 1938-39, 1940, ms.
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and adequate State supervision are more difficult to
secure. Towa has a system resembling that in Illinois,
except that the county is the local unit with which the
State administration deals. In the fiscal year 1939 the
State carried all of the costs of old-age assistance and
provided 75 percent of the funds for aid to the blind and
25 percent of the costs of general relief. The counties
were wholly responsible for the aid-to-dependent-
children program, which received no Federal aid. The
State administrators have considerable discretion in the
distribution of funds according to the formula. Al-
though the State provides only one-fourth of the total
general-relief funds as compared with three-fourths in
Illinois, there are some indications that a more satis-
factory financial adjustment has been achieved than in
Illinois. At least the average payments per general-
relief case varied less among the Towa counties than
among the Illinois counties in December 1938.57

But even in Towa there were considerable variations
in relief grants as between counties. In January 1940
the State was aiding only 26 of the 99 counties. The
average general-relief grant per family case in the
State-aided counties was higher than in the others—
$24.45 as compared with $19.91.5

Inequalities of support are even more evident within
the “poorer” States. Indeed, in some counties, services
whose financing is left wholly to local areas are not
available at all. Two of the “poorest” States (Arkan-
sas and Mississippi) are characterized by roughly the
same degree of variations in wealth as among their
respective counties. In each State in the middle years
of the decade the counties with the highest values had
per capita assessments of from five to six times those
of the counties with the lowest assessed values®® But
the average general-relief payments in those counties
making payments vary more in Mississippi, where
relief is wholly a local financial responsibility, than in
Arkansas, where the entire cost is carried by the State.
In December 1939 the highest average payments in
Arkansas were between two and three times the lowest.
In Mississippi, the highest payments were nine times
the lowest in the counties attempting to provide
general relief. More important, every county in Ar-
kansas received some money for general relief, while
half the Mississippi counties had none.®

The inequality of public-aid support is indeed par-
ticularly marked in Mississippi, where the State con-

5 Trends in Public Assistance, 1933-39, pp. 64-85 and G7-68. The
average per town in Illinois is not available,

* Towa Department of Social Welfare, Public Welfare in Iowa, Des
Moines, 1940, pp. 15-18 and 25.

#Data from Mississippi State Taz Commission Service Bulletin No. 18,
P. 20; Arkansas State Auditorial Department, State Comptroller’s Bien-
nial Report, 193}-35 and 193536, Little Rock, 1936, p. III.

® Trends in Public Assistance, 193389, pp. 58-59 and T5-76.
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TABLE T9.—Total and percentage expenditures for the special qs-
sistances and general relief in the United States, by source of
funds, fiscal year 1939

Total expenditures Percentage shares of

(thousan of dollars) expenditures
Program
Total |Federal| State | Local | Federal State | Local
Old-age assistance:
Net disbursements...._|415, 764 198, 645 [175, 205 | 41,014 47.8 10,
Administration...._._ 28,781 | 10,418 | 11,558

™
=
o
BE5
=Ry
8
S

Dotal: i 444, 545 |200, 063
A!ddm dependent chil-
ren:

6, 808

186,761 | 48,722 | 47.0
27,
2

Net disbursements. ... 102,796 | 27, 543 | 47,806 356 26,8 46.6 26.6
Administration..._.__ 10,776 | 8,544 , 244 988 32.9 30.4 2.7
oy T P R 113, 572 | 31,087 | 52,140 30, 344 7.4 45.9 26.7
Ald to the blind:
Net disbursements..__ 11,808 | 5,170 | 4,344 2,392 43. 4 36. 5 20,1
Administration....___ 1, 652 266 862 426 17.1 §5.5 27.4
Total. ... ... ... 13,458 | 5,436 | 5,206 | 2,818 40.4 38.7 20.9
General relief:
Net disbursements._.._[472, 360 0 |279,915 (192, 444 0 50.3 40.7

Sources: Net disbursements (payments to reciplents) from Soclal Security Bulletin
III (January 1940), 65; MLLD‘ administration which is on a calendar-year basi
(calendar gaur 1939) from 8 te reports to the Bureau of Research and Statistics o
the Social Securf , partially estimated. Total administrative costs without
Federal, State, and local break-downs, were ublished in Social Security Mlaiu, v
ﬁApr[l 1041), 44-45, Data refer to State plans of special public assistance approved

¥ the Social Security Board.

tributes comparatively little to the financial support
of the counties even in fields other than public aid.

Half the counties in Mississippi reported no relief
cases whatever in December 1939. It is unthinkable, in

view of the low income level in this State, that there

was no need in these areas. On the whole, the counties
with no relief cases were the poorer counties. Further-
more, the number of relief cases in those counties pro-
viding relief was smaller in the poorer counties. Fi-
nally, the five counties with the highest payments per
relief case had comparatively high per capita tax
values.”

Influence of State Participation
Upon Program Development

An outstanding feature of the intrastate arrange-
ments for the financing of public aid is the marked
variation in the extent to which State aid is available
for the different programs. These differences are
shown in Table 79, which summarizes the situation for
the fiscal year 1939, the latest year for which it was
possible to secure the necessary distributions for all
programs.®?

® Data on general-relief grants from Trends in Public Assistance,
1938-89, pp. T5-76; data on per caplita assessed valuations from
Mississippi State Taw Commission Service Bulletin No. 18, Jackson,
1937, p. 20, table 9, and they refer to the year 1936,

! For the fiscal year 1940, the percentage distribution by source of funds of net,
disbursements (excluding cost of administration) was as follows:

Program Federal funds | State funds | Local funds
Old-age assistance..____._______ 49,0 41,1 9.9
Aid to dependent children 4.0 42.6 23.4
Aid to the blind__._____ i 45.3 35.2 19, g
Generalrelfef. .oooeeeeeeoooo... 0 59.2 40.

Source: Soclal Security Bulletin, IV ( February 1941), 56.




Security, Work, and Relief Policies

It will be noted that, whereas the localities in the
country as a whole carried only 10.1 percent of the
expenditures for old-age assistance, they were requ'-ed
to bear 40.7 of the costs of general relief, exclusive
of costs ‘of administration in each case. Moreover,
they were required to bear a larger share of the costs
of aid to dependent children than of aid to the blind.

The differing extent of State participation has influ-
enced the adequacy of the aid made available on these
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different programs. 1t is significant that, as was shown
in Chapter VII, the payments made to recipients of old-
age assistance and aid to the blind were in general
higher than those available to recipients of aid to de-
pendent children and of general relief. Moreover,
general relief, which was shown to be the least adequate
of all programs both in terms of availability of aid
and level of assistance granted, is also the program
which relies most largely upon local financing,



