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TABLE Hm - TRENDS IN FEDERAL AID RELATIVE TO GENERAL REVENUE OF STATE AND LOCAL
GOVERNMENTS AND TO FEDERAL GENERAL EXPENDITURE, 1902-1962

(Dollar amounts, except per capitas, in millions)

‘ State and local general revenue ummmwwwmmmwwwmw Federal aild as a percent of | MWMmMWH
Figerl State & ederal genera
__3aPr Amount Fer omwwﬁm HwomH expenditure WMNMMWQ
MM 4 For civil general
Total MmMMMmH Total mmMM“w Total w:boa»onmw\ sevente Total \WwMomw«ww
1962 l#s8,214 | 7,857 18313.28 | #42.28  |$96,680 | $29,871 14 8 26 Lok
1060 | 501505 | 6,974 | 280.61 | "38.75 | 83,719 | 23,562 14 8 20 1k
1958 41,219 4,865 | 237.80 | 28.07 75,689 19,066 12 6 26 1.1
1956 34,667 3,335 | 207.26 | 19.94 684792 16,854 10 5 20 0.8
1954 29,012 2,966 | 178.63 { 18,26 72,631 14,598 10 4 20 0.8
1952 25,181 2,566 | 160,36 § 16.34 67,778 12,001 10 b 21 047
1950 20,921 21486 | 137.86 | 16.39 40,285 13,890 12 6 18 0.9
1948 17,250 1,861 | 117.34 | 12.39 344175 9,839 11 5 19 0.7
1946 12,356 855 | 87.39 6.05 65,448 84310 7 1 10 Ouk
14k | 10,908 o5k | 78.87 | 6.89 [100,032 | 11,749 9 1 8 045
1942 10,418 858 | 77.25 6436 35,180 74035 8 2 12 045
1940 9,609 9h5 | 72,73 §  7.15 9,780 6470 10 10 14 049
1938 9,228 800 | 71.08 6.16 8,278 54732 9 10 1k 09
1936 8,395 ou8 | 65,56 § 7.40 9,099 5,686 11 10 17 °%
1934 7,678 1,016 | 60.76 840k 5,881 %4029 15 17 25 1.
1932 74267 232 | 58.21 |  1.86 4,215 1,878 3 6 12 Ouk
1922 781 108 | hz.uy | 0,98 3.75% | 14378 2 3 8 n.a.
1913 1,912 12 | 19.66 0.12 970 508 1 1 2 Nea.
%2 | 986 7 1 12,46 | 0.09 572 226 1 1 3 neas
n,a. - Not awailable.
a, JIncludes amounts received from the Federal Governgent for contractual services and shared
revenues, as well as Federal grants~ine-aid.
b, Excluding national defense, international affairs and finance, spase technology, veterans!
benefits and services (except education), and interest on debt.
Source: United States Bureau of the Cmmsus, Historical Summary of Governmental Finances in the United
. States, 1957 Census of Governments, Vol, IV, No., 3; and Governmental Finances in 1962, Cct.,1963.
2e The Role of Equalization in Federal Grants, Advisory Commission on Intergovernmental Relatiomns,

(Washington, 1964) P, 1k,
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Table 111‘ '
FEDERAL GRANTSINeAID, BY FUNCTION

noo m
of Expenditure Perceutage
Programs Function (millions)  Distribution

1 Highways $2,743 3941

7 Public welfare 2,L4h8 3.9
U # Education 622 849

1 Employment security

adrinistration 7 139 6,2

3 % Housing and urban renewal 309 Loly

9 Natural resources 165 21
1y e Health and hospitals 152 2.2

1l Alr transportation 57 0.8
10 st All other 19 1.1
60 Total $7,014 100,0

# Indlcates inclusion of one program and ¢ indicates inclusion
of three programs for which no funds were disbursed in fiscal
year 1962,

h'me Role of Equalization in Federal OGrants, Advisory Commission on
Thtergovernmental Relations, (Washington, 196L) pe 28




TABLE III®
FEDERAL GRANTS~IN-ATD DIRECTLY TO LOCAL GOVIRNMENTS, 1962

(In thousands)
Program Amoont
# Adr Pollution $ oo
# Adrport Construction 32,674 2/
Area Redevelopment b 118
Centers for Research on Mental Retardation -/ - -
Clinics for Domestic Agricultural }ﬁ.grf;ory Workers - -
Comminity Health Services Project Aid S - -

# Qrants for Juvenile Delinquency Prevention

and Control - -
# Health Research Facilities Construction 1,034
# Tndian Education and Welfare 1,23 &
Low Rent Public Housing 18,674
Mass Transportation Demonstration 7%
Maintenance and Operation of Schools in Federally
Affected Areas 211,534
# Open Space Land b - o
Research on Maternal and Child Health Se:'v:i.ceaD - -
Research in Education of Handicapped Children -
School Construction Assistance in Federally ]
Affected Areas 41,268
University liated Facilities for the llentally
Retarded -
Urban Planning Assistance 6,400
Urban Renewal 160,056
# Vaccination Assistance - -
# Veneral Disease Control (Project) Grants 2,530
Vocational Education: Title III (Training Under ARA) - o
Vocational Rehabilitation Demonstration Grants & -
Waste Treatment Construction 1,607

# Only part of these funds are paid directly to 1o¢a1 governmentse

8/ Estimated funds paid direct to local governments in 1962,

b/ Programs enacted in 1963 (as of December 10, 1963).

¢/ Sums not shown separtely from over-all grant amount in Treasuwry Reporte

SThe Role of Equalization in Federal Grants, Advisory Commission on
Thfergovernmental Relations, (Washington, i96h) Pe26e
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iocal mattesrs of gzemoral coacsrn Lhrsugbvui ths wrbamized arsa, The
metropoliten citizsn foges ssrious huadicers:
1, He is deaied a votws o2 iapoybani zatsers of peneval asires
poittan LoREOrno

2., He &g denied the cppariuniiy of providing or receliving the

oy

Renefit of the bsst loadesrship or counse? throughcus ibs
entire uvrbanized arza. i1The leaders of 2 lesal goverument
do 20t sorve, as 3 rule, euiside of iha wunigipality of thely
residencec )

3. Hany problemz ave either siiflod or inadzquaitely ventilated
and debated, vesuitipy in uninformed and erotienally charged
citizons throughout the urbanized arsa.

4. tThe ecitizen has no governmental machimery which <an provide
necessary or desirable public sorvieoss and the equitable
financing of thew.

The latter point is of gremiost interest to cconomists aul those concerned
with govermsent Sinance. It arises cuv of the commen gractics of persons
in a netropolitan area %0 reeide in one sunicipality but work, shop, and
receive eunltural and recreational services in other muanicipalities., These
varfone activitien require dilferont kimds of pubiie services yet the cost

of these services sannst be reiated o the beneficiaries. Taxes cannet bhe

K“‘e

correlated with benoiits. and publie zervice respoasibiliilies sanzmot be
corraelated with Ziscal capacity. Xt becomes impesaible to esiablish a cope
sensts on o prierity 1liaz? of public mervices and allocate tazes justified
by the bemefils recoivad. Iin order to overcome this problew each family

would have to L , . ;
musd carry on 2il of i@ »wajer activities in the same zcumuunity in which it
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resides and pays i€s property taxes., Inie presents twe alternatives:

3. Either urhan familios would have 10 move iheir realdence to the
municipaiily in wvhich they 2rxrs smployad amnd reamtrici Lhsiy othew
major iscal activities to Lhe scwe communiiy, v

2o A& Geculd political ondt previding and flasneiag a2 sugber of basis
sommon services wust be enlarged or establishkasd so ithoel sajor loecal
aetivities of its inhabitsnts will not ftake them bayond its
bourdari»s

it has been suggested by Professsr Tieboutl ihat governaontsl frag-
psentation of an urbanizged arez is desirable ecomomisally becauase it permits
2 diversity in guaniity and guality of public servieces t¢ meet the varying
tastes and financial capacilbive of the ssparate mnni(éyaﬁﬁii&&,7 Har&o%eﬁﬁ
it provides 5 series of sptivns of public service and tavwss %o = potential
rasident and thus glves nim 2 freedam of cholre. There is a ecertain degree
of merié im the argumeat and it may Jeat:ify a limited degree of jogal
sutonomy within a medtreopolitan area. Howsver, thia line of reaseniag is
heged upon many unrealistic assvmpiicens. Iuciudad are the assmwmpilions that
1ittle or no eoxternaiities {or gpiilovers! prevail. the upers of urban land
pessess perfect mobility. that competiilon aweng seilropsliitad compunities
is rational, and that empisymsny activiities do netd oxist-

Ticboot's aunalyiical model azecsumss ihat the inbabitanis dc noet work inm
the setrepoiiton area but live off of dividendas: 4 close eguivalent fop
our amalysis. although not for our zajoymasi. wonld he the requiruement thev
each peraon comfines his smploywent amd osther activities 20 his residssi

gowpunity. Clearly. this analynis bsavs ne conmectien »ith ihs fundamental

? N ‘ . £ - . o
See Chariez Tiebout, "The Pure Theory 5f Lscal Govermwent Uxpeadituresz'

dournal ¢f Political Economy. %$4:5 (Ociober, L8567
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lew income, unemployed and troubled families into our central cities. The

need for welfare, police, fire, health, and educational services increase .

and expenditures to support them rise disproportionately for the central
eity and/er ite county (See Table IV} The communities from which the migrants
came beznefit by the tax wavings wmade possible from a reduction invguhlic Bér=
vices previously remndered. Urban government services providing a great
spillover of benefits t¢ residents of adjacent urban communities include
public health, hospital, mass transit, arterial urban roads and highways,
vater supply, sewver and waste dispomal facilities, water and air pollutien
centrol and facilities, housing and urban renewal.lo
The idvisory Commission on Intergovernmental Relations reports that

the social services with the greatest benefit spillovers would probably ‘
include:

Parks and comservation,

Sanitary and health inspection services,

Highvays and streets

Planning and zoning,

Police protection,

Fire fighting arnd preventing,

Judicial functionsg f{ncluding probation and custodial services,

Civil defense,

Nuisance contrel,

Velfare,

A gecond group of local services provide substantial epililovers but

also permit seme direct benefits that avre, in moet instances, measurable

and practienlly chargeable to the individuals using them:

10 See Werner Z. lirsh, "Local Versus Areawide Government Services,"

(Volume XVII, Ne. 4) National Tax Journal, Decembern 1564
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Water supply,
Sewage disposal,
Public health services,
Hospital and medical cave facilitics
Transpertation
Recreation progra=zs,
Education,
Libtaries.ll
An interesting fac#t of this problerm is that it is often the role of
the central city by virtue of its locational advantage (o provide metro-
politan area~wide public servicea. A central iibrary, museum, 00,
botanical gardens, police facilities, music hall, and ggﬂphcny orchestra
are examples of this seri of public development. The sngig;é;wg;gefiés
are widespread, but not the cestsa. Some of these areaswide activities are
not effered by the central sity if‘iﬁ is not inclined to shoulder a dis-
prpportionate share of the cosi. Urban development of such desirable face
flities is hampered as a connequ;nceu
Education hag major spillever characteristice some of which cancel eme
another. Central city childrenm who grow up to enjoy afflusnce move to the
suburbs as residents. In general this represents the cream of the educa-
tional crop of the central city spilling into the suburbs. On the ether
hand the centralhcity benefits from highly educated suburbarites working.
in the city but looses their leaderchip talents for a mulititude of none
business activities, especially govermmental. Regidents conitinually meve

into and out of the metropolitan area creating external economies and

11 Advizory Commission on Intergovernnental Relatioms, Performance of

Urban Funcifons; Local and Argawide, (Washington: 1963) Pp. 42-43.
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Bere urban rovepus rescuvrcss. In fact the disparities in tax burcens
tend to become aggravalted and politival pressures ariss wiih the purpose

ay

ties, In aaditicss the

e

of halting the tendemey towvard greater dispar
achievement of greater agualization awokyg urban communiiies s Jemandad.

Asguaping simnilar expenditures fer public bluprovemsat

geryvisag, Lhe
diaparity in tax burdens among urbuan comununl tles e dur to lwe unders
iving fasters: ihe fisgal sopacity irvrsvenue reasuresal ci siach comtuality
and Lis tanx effert {the degres fg which 1% actually topa lts ravenns
CRIGRTCEB )

Faderal granigeig-aid bave Deen proposed 4o assist in squaiie

1
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hy warying the alze af grants lnversely with filsgal caposily ame directly
witin $ts efforts (by ineresssd taxesi to help btself and with {is oeeds,
Tha Advissry Compission on Iatergnavernmenial Reletlons bse siudiesd vartows
meaguires of flscal capacity aad s7iart fer intergovarmaental Sox and grante
in~aid Qﬁiiﬁi@&@iﬁ The Federoi gevernmen?t hap selilsd on pavsessl incomse
in zach state an the wme.sure of fws relative Tiscal capacity.

The older Federval grooat progeams ravsly sacloaded zquals satlion feabure.,
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@otebiay euvnipripulion. e resuld 13 an alionaticr of rpossurces o s

develoepment uragent whleh o fossitiy rafuges Lo suppert zloae begcauae,

by tis own esalusticn. wegste erdced Leneiiis.

Maoresver. the e i grant sroegrass o achieve nativnal

S iand ann Wit 2 e wha
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ceas Lo nake normative judgements
Joeeal govwernueni services are in the notional interesi aves though th
seeial costy for some comminities sxcecd thols benefiia., Forging

ipcalitaes Lo peessge yrban develcpuent porms aft 1ittlc or so marginal

coesie to then e auch puextion perialins to

oy

the voiidbis

ihe Feders! governmeni which s
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so fur remeved fyom logel govoramenia. Greater confidence wauld be hels

for =zocial vulues 1Y they refliosted o consensurn of the pspulation thrsughoul

sach vrhuinized arez.
Je can now draw the follewing vonclosions from ocur anulysis:

b, Effective arcaswide g nacnts would alliow urbunized areasm ito

seive many of their own developmeni proitlems and nake thelr own

&

decimions on publie serviess and their fipaanting withosul the
interposition of ihe lederal government, This sbhould allow
maximuan local centeoel. citicen participuiion, and accessibility
to the rosideats of gach area. The public sector wmust depend

upen these conditions for the soonoemisc sllecatieon of resources
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traditionst oo goveranenise. Uoyever, it shauld have s wide
enough jurisdiection and essuwe appropriste lacal pablile services:
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