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PREFACE

Economists have sometimes been accused of rushing into prini
with analyses of subjects sbout which they know too Little. There-
fore, it was with a great deal of =zmazement that prior to under-
taking this limited study, 2 singular reticence of economists in
undertaking published analysis of the economic problems of educational
finance was discovered. DNeither a lack of professional interest in
education nor a lack of a valid emalytic viewpoint seemed a2 logically
adequete explanation of the failure of economists generslly to ceacexn
themselves with educational finance,

The genesis of this study lies in the too-gemeral failure of more
able economists to bring their stock of tools to bear on the questions
of political ecoromy arising from various proposals to finance educa-
tion. Throughout an attempt was made to avoid completely those topics
which in pudlished works of both professional economists and profes-
sional educators seem to have been discussed adequately. The extent
and nature of the need for financial support for educetion, for example,
is consciously excluded from the analysis undertaken here., However,
this is, in no way intended to deprecate the importence of this issue.
Moreover the importance of a second area which research has already
illuminated, that of general theoretical analysis is also recognized.
Some of this material has been utilized but these topics have been

foreclosed as areas of analysis.



The hope in underteking this study was to make a comparative
evaluation of the myriad of federal legislative proposals introduced to
provide some financisl support for edusation. Howsver, education is a
tremendously broad area of study; furthermore, the span of time through
which it has presented signifiecant public issues is great. The need to
render this study manageable, and at the same tims te concentrate on
igsues of current importance and interest, led, therefore, to the
exclusion of other topics from consideration. Consequently, the federal
legislative proposals examined are only those which would have provided
federal financial support for primary and secondary education in the
United States. The vitally important subject of federal aid for higher
education lies dormant, gwaiting study by someone else. Nor have the
proposals to creste new educational programs (such as those designed to
facilitate education of gifted or mentally retarded children) in pri-
mary and secondary schools, nor plans to aid educabtion by underwriting
Joans to school districts or state school agencies, nor the vitally
important proposals to aid adult and vocational education been consid-
ereds Also omitted from this study is consideraticn of programs,
whether operating or proposed, to provide aid for schools in the so-
called federally impacted areas. In short, the federal aid proposals
evaluated in this study are limited to those which: (1) involved
direct finaneial support, (2) embraced all primary and secondary
schools in all of the states, and (3) did not provide for earmarking
of funds.

Federal aid proposals examined here are those which were intro-
duced since the end of World War II. The impact of that war on



iv

education and specifically on the problem of finaneing education is
well known. The problem of finaneing education in the foreseeable
foture, too, seems compelling enough to justify limiting this study teo
the postwar years.

The methods of znalysis and the sources of statistical information
used are not withcut limitation. While the limitations are indicated
throughout this stus—, a prefatory statement seems advisable. The
results of this stuiy are as reliakle as the conscientious use of
methods and scurces zvailable to me ensbles them to bes However, it is
hoped that subseguent rofinement specifically in theories ;>f tax
shifting and incidencs, in expenditure theory, and in factual informa=-
tior about state distributions of income, expenditures, and other
variables, will enable other interesied persons to improve both on my
techniques of analysis and on the preciseness of my results.

The bibliography, despite its length, is not exhaustive but
selective. Many of the entries may appear to be peripheral to the
major concern of this study; if so, this reflects the relative lack of
published material bezring directly on the specific concern of this
study.

My long pursuit =f the academic Hely Grail has received impetus
and encouragement from many colleagues and friends. To my colleagues
in The Colorado College Department of Economics—EKemneth Curran, Paul
Jones, Paul Bechtol, Alan Johnson, and Fred Nicklason--who assumed my
teaching load for a zsmester so my income might continue while I
completed this study, T owe a special debt. To the administration of



The Golorado College who gave wmsual support and approval to this
arrangement, I am also indebted. Professorial encouragement and
guidance beyond mere line of duty was forthcoming particularly from
Edward B. Schmidt and Richard M. Bourne of the University of Nebracka.
Finally, I cannot avoid—nor would I wishk to do so--giving a special
recognition to the completely wnrepayzble debt to those who labored
most to bring this work to fruition. This is the debt to my

parents, to my wife who typed the innumerable drafts of this study, and
to my sons who patiently and guietly wondered when "Daddyt's book®
would be finished. I am certain that this work, as a partial payment
on the debts incurred, is completely inadeguate.
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CHAPTER I

FEDERALISM AND THE FINANCING OF EDUCATION:

A THECRETICAL FRAMEWORK

A major element in the financing of education in the United States
is the federal system within which that financing must occur. A feder-
al polity euwbracing two independent taxing and spending jurisdictions
faces problems unique compared with those faced by a unifary state.

Once a unitary polity achieves consensus as to the equity principles
that are to govern its fiscal behavior, it car then proceed to a system-
atic implementation of those principles. Specific revenue and expendi-
ture programs, insofar as administrative inefficiencies &u not operate
to prevent it, can be coordingted to achieve equity. Bat as Professor
James Buchanan has noted, the federal state's problem is different.

Observed Buchanan:

A distinct group of problems immanently arise when a single
political unit possessing financial authority in its own right
contains within its geographical limits smaller political units
also possessing financial authority. These problems become
especially iwmportant in a federal polity since the financial
authority of the subordinate units is constitutionally independent
of that of the central govermment. In a federalism, two consti-
tutionally independent fiscal systems operate upon the fiscal
resources of individual citizens,

The fiscal system of each unit of govermnment is limited in its
operation by the geographical boundaries of that unit; it can
withdraw resources for the financing of public services only from
those available within this area. If the subordinate units are
required independently to finance certain traditionally assigned
functions, fiscal inequalities among these units will be present
unless the fiscal capacities are equivalent. There will be



differences in the number and/or the standard of the public serv-
ices performed for and/or the burden of taxes levied upon the
owners of economic resources within the separate units. The
nature and extent of these differences, and the difficulties
involved in their elimination, constitute the elements of the
over-gll fiscal problem of the federal polity.l

The crucial question which this problem of fiscal federalism seems to

raise, then, is what fiscal theory ought to govern the actions of the

federal government.z
THE FISCAL THEORY OF A FEDERAL STATE

Operaticns of the federal polity in a federal state, it would
seem, should be directed toward the achievement of fiscal fairness.d
Yet agreement on this fact is of little real significance. The crucial
issue on which general agreement does not exist is what constitutes the
specific content of fiscal fairness toward which policies of pubiic

finance ought to be directed. The content of such concepts as "equity"”

l'Federalism and Fiscal Equity,” American Economic Review, XL {1950},
pp. 583-84.

2The proper fiscal actions of the state governments are also of
great importance. However, the concern of this study with federal pro-
grams to aid education serves to eliminate state programs from direct
consideration.

SFour of the foremost analysts who have examined the fiscal theory
of federalism all agree on this point. See James M., Buchanan,
"Federalism and Fiscal Eguity," pp. 586-91; James M, Buchanan, "Federal
Grants and Resource Allocation,” Journal of Political Economy, LX
(1952), pp. 208-17; A, D. Scott, "The Evaluation of Federal Grants,"
Economica, n. s. XIX (1952), pp. 392-93; A. D. Scott, "Federal Grants
and Resource Allocation,"” Journal of Political Economy, ILX (1952), pp.
534-38; R. N. Bbargava, "The Theory of Federal Finance," Economic
Journal, LXIII (1953), p. 86; Bhalchandra P. Adarkar, The Principles
and Problems of Federal Finance (London, P. S. King and Son, 1953),
pp. 195-96.




and "fairness” dnes not seem likely to vanish from the cstegory of moot
topics. As Roy Biough has cbserved:

The uweasyvement of the effects of a tax chenge on the distribu-
tion of the tax load presents an essentially scientific problem,
but one of & wvery difficult character., The question of what is
fair, on the other hand, is not something that can be determined
scientifically, since every man's conception of fairness is to
some extent unique, Yet the problem need not be examined in
purely cubjective terms, There is such & thing as a public concep-
tion of fairness made up of elements thet cern be more or less
clearly delineated.?

Blough alsc indicates another major facet of the problem of fiscal fair-
ness. Generally, the concept ¢f fairness is the obverse of unfairmess.
In determining the fairness of specific fiscal measures, judgment is
rendered on the basis of whether or not specific elemerts of unfairness
are increased or diminished,® Three kinds of unfairness are suggested
by Blough. Unegual taxation of persons ldentically or similarly situat-
ed represents inequity; comparative taxation believed %o be too burden-
some in relation to persons dissimilarly situated represents injustice;

changes in tax arrangements ressonably relied upon to0 continue unchanged

represents an upset of expectations.s

Of these three Pypes of unfalirness the most general agreement can
probably be secured on the nature of that narrowest of the three kinds--~
tax inequity. Tax fairmess reguiring dissimilar fiscal contributions

from dissimilarly situated persons raises the somewhat explosive

4The Federal Taxing Process (New York, Premtice-Hall, 1952), p. 383.

Sibid., pp. 385-86.
5Ibid., p. 386.



guestion as to the principle upon which the net fiscal burden should be
allocated, Changes in expectations as an element of fairness raises
the equally explosive questions, first, of whether and to what extent
expectations should be considered in public policy formstion and second,
of the extent and method of balancing expectations of stable relation-
ships with thg attainment of greater tax justice,’ But the proposition
that fiscel equity can be attained most nearly by treating persons in
like posiﬁiOns in a like manner probably calls forth most general
agreement .,

Agsin, following Blough's analysis further, fiscal equity is di-
vided into three parts: equity in assessment and collection, equity in

1

consistence inr application, and equity in the "...accepted theory of

tax jus‘bice."8

On the assumption, then, that the gocal of fiscal activity should
be directed toward the attaimment of equity, the nature of the fiscal
activities of the federal polity can be deduced. Both state and feder-~
al govermments deal not with abstract institutions but with human
beings. The fact that human beings make fiscal contributions to sever-
&l pelitical jurisdictions does not conceal the obvious and total
impact of combined governmental actions upon the individual. There-

fore, it would seem that equity could occuxr only if the total govern-

ment treatment of persons similarly situated is equal.

7Blough discusses each of these topics at length. Ibid., pp. 396-
407.

8Ibid., p. 388. Blough notes correctly that the third of these
types of equity represents a merging of elements of fairmess, equity
and justice.



If, then, the goal of governmental activity should be oriented
toward the attaimment of fiscal equity, the question of the specific
role of the federal government in such attainment arises. Stabe govern-
ment finance, it would seem, should be so conducted that the fiscal
activities are made consonant with accepted standards of equity. Yet
in a federasl system such as that of the United States, economic and
political heterogeneity are pervasive attributes of the states. Econom-
ic resources show wide variation; political structures and operations
are also widely dissimilar.9 Thus, a state may pursue a fiscal policy
as assiduously as its neighbor and yet the impact of the state's
policy on its citizens may vary from the impact of ancther state's
policy on its citizens. The federal govermment, however, does not
encounter a limitation arising from inmterstate diversity of as great
significance as the limitation impcsed upon each state by its limited
access to econcmic resources. A given state cannot reach beyond the
political boundary that limits its jurisdiction to tap resources of a
richer state but the federal government has access to economic

resources no matter where the arbitrary state boundaries may have been

9Marshalling of extensive evidence as to such veriation might be
undertaken but seemingly this heterogeneity is accepted with little
dissent., Some evidence of the extent of economic dissimilarity can dbe
found in two articles by Selma J. Mushkin, "Federal Grants and Federal
Expenditures," National Tax Journal, X {1957}, pp. 193-213 and
"Distribution of Federal Taxes Among States,” National Tax Journal, IX
(1956), pp. 148-85. Also revealing are the statements of Seymour E.
Harris and the McGraw-Hill Department of Economics before a Subcommit-
tee on Low-Income Families of the Joint Committee on the Economic
Report, Low-Income Families, Hearings, 84th Cong., 1lst Sess. (Washing-
ton, 1955?: pPP. 652-70. Political heterogeneity can be noted in the
varying state attitudes toward racial problems, or in the varying
degrees of vitality of the two-party system.




drawn. Before extending the analysis, however, it is of some impor-
tance to know the goals toward which federal fiscal policies might be
directed. wWithout engaging in an exhaustive review of the literature
of the distribution of tax burdens,lo it would seem to be possible to
postulate the general public acceptance of the concept of prbgressive
taxation. The case for progression may indeed be, as Blum and Kalven
bave characterized it, "...stubborn but uneasy...."1 But their state-
ment of the general acceptance of progression seems equally accurate.
They declare:

Progressive taxation is now regarded as one of the central

ideas of modern democratic capitalism and is widely accepted as a

secure policy commitment which does not reguire serious

examination....

It is not necessary to inquire whether or not the federal pattern
of prégresgion is the most defensible one. If progression is consider-
ed to be equitable and if the equity goal of equal treatment of equals
is to be realized, the federal government's fiscal activities should be
directed toward realizing that goal in each state. The independent

fiscal activivies of ihe several states, co-equals of the faderal

1010 sources might be cited as valuable review. Hugh Dalton,
Principles of Public Finance, (10th ed., rev., London, George Routledge
and Sons, 1923), pp. 90-95 and Walter Blum and Harry Kelven, Jr,, The
Uneasy Case for Progressive Taxation, {Chicago, U. of Chicago P., 1353},
PP. 39-70,

1l51um and Kalven, p. 103,

121bid., P. 1. Professor Groves has recently defended progressive
taxatIon on the grounds of economic, political, and social effects of
progression., This pragmatic defense is closely related to the "policy
commitment™ to the theory. Harold M. Groves, "Toward a Social Theory
of Progressive Taxation," National Tax Journal, IX (1956), pp. 27-34.




govermment as sovereign bodies but, among themselves, unqual in polit-
ical and social attributes, are not sufficient to attain equity among
persons on an interstate basis. The federal government, therefore,
would seem to be able to aid in attaining greater interstate equity by
complementing state activities. Adarkar, following & similar logic,

has summarized the general sphere of federal activity thus:

.+.The states may be regarded as self-sufficient and separate
organizations, each within its own borders carrying out real
transfers and thus maximising social benefits. The position that
the federal government would occupy in the scheme is that of
£illing in the gaps of unevenness as between one state and
another. The general benefits of certain federal activities...
may be conceived as being shared by all the states and their
peoples alike....both in the field of taxation and in that of
expenditures, a federal govermment can legitimately discriminate
between the various states without violating formasl or legal uni-
formity. The tax system may be so devised as to fall more
heavily on the richer states than on the poorer omes....it is
easier to tap the richer sections or states, if recourse is had
to progressive income vaxation, than if the necessarily regres-
sive form of indirect taxation (like customs or excise) alone is
chosen as the mainstay of the federal tax system. On the otker
hand, the agency of public expenditure may be so utilized by the
federal government as to benefit the poorer states more than
others. 8Special subsidies and subventions may be granted to thenm
so as to encourage and ensble them to carry cut projects either
of the welfare or developmental variety. Of course, this kind of
subsidisation must be made subject to supervision and some practi-
cal guiding principles must be observed in order that it does not
result in either wastefulness or financial lethargy among the
recipient states. The richer states, needless to say, will
grumble, as they always have done in most federations, about the
disparity between what they contribute to the common purse and
what they receive as & return therefrom. But clearly in federal
finance it is not possible to conceive of such a quid pro quo
principle; it is comtrary to the very purpose of federalism and
if carried to its lcgical end, is bound to lead to disrupticr of
the federal bond.l3

Bpgarkar, pp. 195-96.



Adarkar's argument, it should be noted, joins the functions of
reverue raising and expenditure in a logical way. Not only do taxes
impinge upon separate groups differently but expenditures probably fall
upon the different groups in quite different ways. Federal finance,
therefore, can be directed toward attaining a more equitable fiscal
burden among the citizens of the federal polity regardless of the state
which exercises jurisdiction over them. But a federal equily concept
that failed to recognize the divergent positions of citizens arising
solely from the state activities would seem to be most incongruous.,

Phis concept of the utilization of the federal fiscal instruments
both for taxing and for spending, Yo achieve equal Hreatment of equals,
might be extended to the relation between state and local governments.
Since the powers of local govermments are delegated, state governments
in that delegation can exert some control over local fiscal policies.
The states, too, logically should adopt the same policy in their intra-
state fiscal relations. This extension of the fiscal theory would
serve to reduce the issue of the principle of equity suggested to one
of the appropriate treatment of individuals. Buchanan, in an exposi-
tion of this general point, has noted:

...in a federal polity, the individusl has a plurality of politi-

cal units with which to deal fiscally. Two or more independent

fiscal systems act upon his econcmic resources, subtract from
these resources through compulsory taxation, and provide in
return certain public services. In this situation, what becomes
of the criterion of equality postulated? Each political unit may
treat equals equally. If this were done, individuals similerly
situated would be subjected to equal fiscal treatment only if
they were citizens of the same subordipate unit of government.

There would be no. guarantee that eguals living in different sub-

ordinate units would be equally treated at all. Therefore, the
principle of equity must be extended to something other than



individual govermmental units to be of use in solving the fiscal
problem of Tederalism.l*

And in a subsequent justification of this general application of the

concept of equity, Buchanan has extended the argument logically, thus:

The appropriateness of using the whole political structure as
the unit in fiscal equily considerations can be justified in
another way. Prior to the impact of the fiscal system, the in-
come distribution arises largely as 2 result of the payment for
resources in accordance with productivity criteria and competitive
conditions established on a national basis. The fiscal system is
the major means through which this income distribution is redressed
toward one which is more ethically acceptable. It follows, then,
that the fiscal system, in carrying out this function, should
operate in a general manner over the whole area of the economy
determining the original distribution. The generality with which
the "fisc" can be operated has been held to be one of its impor-
tant advantages over redistribution wethods which entail particu-
laristic or discriminatory interference with the economic
mechanism. Bub unless the fiscal system 1s considered that of the
whele hierarchy this advantage of generality is lost, and the sys-
tem necessarily operates in a geographically discriminatory
fashion.l5

Objection to the program of the use of superior government fiscal
instruments to achieve desired results, on the ground that the net
result may be similar to that achieved by fiscal policies designed to
equalize the net fiscal contributions of political units, seems invali-
dated by one significant consideration. Equity, as a meaningful concept,
derives its force from its personal nature. To attain equity, the con-
sistent application of the fiscal powers of the various governmental
units operating on the individual would appear to be not only requisite,

but desirable. Buchanan, developing the similar argument, concluded:

l4vpoderalism and Fiscal Equity,” p. 588.

B1via., p. 590.
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. ..Although the results of working out of such & proposed system
of inter-area transfers would perhaps differ little, if at all,
from those forthcoming from s system based upon equalizing tke
fiscal capacities of the state urits, the former carries with it
considerable ethical force for its implementation while the latier
does not. The idea of "equal treatment for equals” is superior to
that of equalization amorg organic state units.1o
what then does the appropriate theoretical fiscal model seem to
be? A concise formulation would be as fcllows: Bauity, defined as the
siﬁilar treatment of similarly situated persons, can be accepted as a
desirable fiscal policy gosl. States have dissimilar fiscal resources
and thus eguity on an interstste basis caunnol be atlained by exclusive
state action. Within any given state, however, equity can be approxi-
mated since the state in delegating fiscal powers to tkhe component
jurisdictions can thereby shape the fiscal policies of those jurisdic-
tions. A state may also utilize grsnts-in-aid to local goveramments to
aid in ettalning intrastate equity. So too, the federal government can
direct Iils fiscal policles to adjust interstate fiscal burdens to
correspond more mearly to ibax goal of equal treaiment of taxpayers who
are similarly situated, To accomplish this adjustment the federal
government can utilize taxing powers $0 reach the greater revenue
sources of the wealthier states and can utilize spending powers, par-
ticularly by the use of grants-in-aid, to provide support of programs
in poorer states. Thus the combined fiscal operations of federal,
state and local governments can be directed to the reduction of the

disparities that are founded in mere differences in the place of resi-

dence of the taxpayers.

181p14., p. 591.
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PRACTICAL OPERATION OF FRESENT UNITED STATES FEDERALISM

Once an appropriate theoretical model of federal-state-local fis-
cal relationships has been formulated, a limited examination of the
operation of the present federal system of the United States would seem
appropriate, Operationally, the federal system that once reflecied the
relative self-containment of the states, now is a highly interrelated
political ecoromy. National markets for both final products and for
raw materials have created a unitary economy even though political
decentralization still seems to retain much of its appeal. However,
the fiscal significance of the increasing economic interrelationship
may be found in the transmission of state fiscal policies throughout
the economy. Educational expenditures and resulting levels of literacy,
for example, do not confine themselves to the states in which they
occur; instead they radiate throughout the entire nation.

Extensive interstate migration, characteristic of contemporary
United States, tends to effect an interstate transmission of state
policies, Some illustrative indicétion of this transmutation of state
economies by migration can be derived from Census Bureau reports.

Thus, between April 1, 195017 and July 1, 1956, extensive net civilian

migrationl® occurred among the several states. The net interstate

17April 1, 1950 is used because it represents the date of the 1950
United States decennial Census of Population.

185 ¢ defined by the Census Bureau, "net civilian migration comprises
both net immigration from abroad and net interregional, interdivisional
or interstate migration of civilians according to the area shown."
Movement of persons in the Armed Forces is excluded. U. S. Department
of Commerce, Pureau of the Census, "Estimates of the Population of
States: July 1, 1950 to 1956," Current Population Reports: Population
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migration, based on the 1956 population, indicates that between 1950
and 1956 net civilian in-migration provided approximately 19 per cent
of the 1956 population of Arizona, 13 per cent of the 1956 population
of California, and 29 per cent of the 1956 population of Nevada. Net
out-migration in the same period constituted an amount equal to approx-
imately S5 per cent of the population of South Dakota, 10 per cent of
the population of Vermont, i4 per cent of the population of Mississippi,
and 21 per cent of the population of Arkansas. State net civilian
migration in the period 1950-1956 as a per cent of the total civilian
population of the states on July 1, 1956 is presented in Figure 1.19
Some of this out-migration may reflect students going to a college in
another state and then accepting jobs in other states. This out-
migration does not lend itself readily to measurement so its relative
importance cannot be assessed. Nevertheless, the important conclusion
that seems to inhere in these data is that the fiscal actions of a
given state are transmitfed extensively among the various states
through the vehicle of interstste population movewment.

It should not be overlocked that this enalysis is predicated on
net civilian interstate migration. This may lead to significant under-
statement of the extent to which the'several state policies are inter-

related. A shift of a family of five from Mississippi to California

Estimates, Ser. P-25, No. 165, November 4, 1957, p. 8, m. 2 and p. 9,
n. 1.

13¢ne percentages appearing in Figure 1 are based on computations by
the writer from data of U. S. Department of Commerce, Bureau of the
Census, "Estimates of the Population of the States: July 1, 1950 to
1956," Current Population Reports: Population Estimates, Ser. P-25,
No. 165, November 4, 1957, pp. 8-9.
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and an opposite movement of a family of five from Californis to Missis-
sippi would be offsetting and would leave a net civilian migration
Tigure of zero for both states. Yet interstate transmission of state
policies and programs would nevertheless occur. Emphasis of the data
on net civilian migration, therefore would seem to underestimate the
interrelated nature of state fiscal policies.

One somewhat limited indication of the importance of this migra-
tion is revealed by an examination of its relation to the total current
educational expenditures per pupil in average daily attendance made by
the states. Utilizing the expenditures for the 1956-57 academic year2O
and the net civilian migration as a per cent of July 1, 1956 population,
it appears that the pattern of interstate migration is from areas of
low educational expenditures to areas of higher expenditures. A
Spearman coefficient of rank correlation between interstate in-migration
and the level of current educational expenditures per pupil in average
daily attendance yields a positive correlation of .61.21 While it is

probably only extremely remotely, if at all, that the level of

20Estimated data for total current expense per pupil in average
daily attendance for 1956-57 school year computed by the Research Divi-
sion of the National Education Association and presented by Dr. Earl J.
McGrath of Teachers College, Columbia University, as a representative
of the National Education Association in Federal Aid to States for
School Construction, Hearings on Proposed Legislation for Federal
Assistance to States for School-Construction Purposes, Subcommittee of
U. S. House Committee on Education and Iabor, 85th Cong., lst Sess.
(Washington, 1957), Pt. I, p. 187.

2]The coefficient is based on computations by the writer. Spearman's
coefficient has weaknesses but, for a rough measure of a relationship,
it is probably adequate. Weaknesses and strengths of Spearman’s
formula are discussed in Frederick E, Croxton and Dudley J. Cowden,
Applied Gereral Statistics, (24 ed., Englewood Cliffs, N. J., Prentice-
Hall, 1955), pp. 478-80.




15

educational experditures motivates migration from low educational ex-
pendifure to high educational expenditure states, significance never-
theless attaches to the direction of movement. If it can be assumed
that there is a direct relation between per pupil expernditure and the
level of educational and intellectual attainment,zz the migration of
population from low expenditure to high expenditure areas prcobably has
2 double effect. First, the migration probably leads to a dilution of
the level of educational attainment of the state of in-migration and
second, the‘attempt +0 maintain educational standards probably necessi~
tates educational expenditures in the state of in-migration over those
otherwise required. One unlikely combination of developments might
vitiate this analysis. If the persons leaving low-income states for
high;income states were df sufficiently high educatipnal accomplish-
ment then the high-expenditure states might not encounter a lowering
of the educational level and the need for extra expenditure. Adequate
statistical information 1s not available for analysis of this possibil-
ity which, it would seem, is unlikely to be true.

The conclusion which seems to follow is that the field of educa-

tion demonstrates the interrelationships that exist in the present-day

22mnis assumption which implicitly incorporates both quantitative
and qualitative dimensions, is adopted frequently by laymen and pro-
fessional educators although it is probably not amenable to valid sta-
tistical verification. One economist who makes this assumption explic-
it is Jacob O. Kemm, "Investment-in-Self," Review of Economics and
Statistics, XXXIV (1952), p. 180. In 1949, Earl J. McGrath, then
United States Commissioner of Education, also made this assumption when
he declared that "...the quality of education cannot be maintained with-
out Federal support....” U. S. Federal Security Agency, Office of Edu-
cation, Annual Report: 1949, (Washington, 1950), p. 8. This assump-
tion, probably of limited accuracy, might be characterized as an article
of faith.




United States federal system. Although additional evidence might be
adduced in support of this general proposition, a statement by one of
the foremost of the students of American Constitutional development,
Carl Brent Swisher, summarizes the position forcefully. Professor
Swisher has observed:
...We do well to remember also that the increase in goveromental
power in the United States has not been merely the product of the
outcome of a struggle between groups who differ abstractly as to
what province of government should be. In addition, the force of
economic circumstance, the change in our mode of living from that
of small-scale production and distribution to that of mass-
production industrialism, has called for more sweeping operation
of governmental controls.
As federalism operates in the United States currently two specific
federal policies should be noted. First is the reliance of the federal
government on progressive taxation for the major portion of federal tax

revenue, In every year since 1950 the individuzal income tax has pro-

vided over'45 per cent of federal budzget receipts.24 For fiscal year

€3Tne Growth of Constitutional Power in the United States. (Chicago,
U. of Chicago P., 1946), p. 234. Stephen Leacock, in 1908, then a
Professor at McGill University, noted the economic developments leading
to national integration. Leacock, however, concluded by virtually
declaring the federal system inadeguate to meet incipient problems.
Stephen Ieacock, "The Limitations of Federal Govermment,” Proceedings
of the American Political Science Association, 1908, (Baltimore, The
Waverly Press, 1909}, p. 42. In 1939 Harold J. Laski, in an often-
quoted article, declared the states were anachronistic devices incapa-
ble of coping with economic reality. Harold J. laski, "The Obsolescence
of Federalism," New Republic, XCVIII (May 3, 1939), pp. 367-69.

24Computed from actual budget expenditures and receipts in Office of
the President, Bureau of the Budget, The Federal Budget in Brief,
Fiscal Year 1955 (Washington, 1954), p. 9; Office of the President,
Bureau of the Budget, The Federal Budget in Brief in 1957 (Washington,
1956), p. 11; Office of the Presidemt, Bureau of the Budget, The Feder-
2l Budget iun Brief for the Fiscal Year 1959 (Washington, 1958), p. 12.
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1957 individual income tax receipts yielded SO per cent of the federal
budget receipts and estimates for fiscal years 1958 and 1859 indicate

the individual income tax receipts will exceed 50 per cent of total
receipts.25 Since 1948 the corporation income tax, the second major
revenue source for the federal government, has yielded over 30 per cent
of the federal budget receipts.26 Thus the comwbined receipts from the
progressive tax sources of the federal government have exceeded 75 per
cent of the federal budget receipts for every fiscal year since 1950.27
Such great reliance on progressive taxation by the federal government
indicates the extent to which the wealthier areas contribute to the fed-
eral revenue. Some evidence that this reliance does draw from the
resources of the wealthier states as well as the wealthier individuals
in the nation 1s shown by a Spearman rank correlation coefficient of

.99 between total state personal income and state individual income tax
receipts.28

The second significant federal policy in the fiscal operations of

the Uﬁited States federal system is the extensive use of federal

@5The Federal Budget in Brief for the Fiscal Year 1959, p. 12.

26Compu.ted from The Federal Budget in Brief, Fiscal Year 1955, p. 9;
The Federal Budget in Brief in 1957, p. . 11; The Federal Budget in Brief
for the Fiscal Year 1 1859, p. 12,

271014,

2BCompatations based on 1954 data. Personal income data were taken
from Charles F. Schwartz and Robert E. Graham, Jr., Personal Income by
States Since 1929: A Supplement to the Survey of Current Business,
U. S. Department of Ccmmerue, Office of Business . Economics {Washington,
1956), p. 141, Table 1; individual income tax data were taken from
U. 8. Treasuxy Department Internal Revenue Service, Statistics of
Income: 1954, Individual Income Tax Returns for 1954, I. R. S. Pabli-
cation No. 79 (Washington, 195‘)' p. 86, Table 22.
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grants-in-aid to help the states in performing certain functions.
Between the 1956 fiscal year and the 1959 fiscal year budget federal
grants-in-aid increased from s net $2.9 billion, exclusive of federal
administrative costs in the administration of the programs, to a net
$6.0 billion.2® Expenditures for such grants have tended to exceed
five per cent of total federal expenditures from the budget.30 How-
ever, the expenditures for such grants may be related to the budget
expenditures exclusive of the relatively extraordinary major national
security expenditures and of the relatively fixed expenditures for
interest on the federal debt. Then the federal expenditures for grants-
in-aid are found to have risen from 16 per cent of total budget expend-
itures in 1951 to 31 per cent in the estimated fiscéi year 1959 budget.
Federal grants to the states ére an important source of state rev-
enue. Exemination of state revenue sources reveals that since 1846
intergovernmental revenue derived by all states combined from the fed-

eral government has exceeded 10 per cent of the total general revenue

of the states.9l Since 1946 federal aid to states has ranged from a

297he Federal Budget in Brief, Fiscal Year 1955, p. 58; The Federal
Budget in Brief for the Fiscal Year 1959, p. 46.

30computed from The Federal Budget in Brief, Fiscal Year 1955,
P- 58; The Federal Budget in Brief in 1957 p. 48; The Federal Budggg
in Brief for the “Fiscal Year 1938, p. 46 and P 54 Office of the
Pre51dent Bureau of the Budget, The Federal Budget in Brief, Fiscal
Year 1956 (Washlngton 1955), p. 48; Office of the Pr351dent Bureau
of the Bu Budget, The deeral Budget in Brief for the Fiscal Iear 1958
(Washington, 1957) p. 4¢. Succeeding computations in this paragraph
are also based on data taken from the sources cited here.

Sllntergovernmental aid by the federsl) government is more inclusive
than grants-in-aid by the federal govermnment. Intergovermmental aid
also includes shared receipts and some cother mincr miscellaneous



low of approximately 13 per cent to 2 high of 19 per cent in 1951 but
since 1951 the federal contribution has deviated only slightly from 17
per cent of the combined general revemue of all the sta.tes.32 For all
states combined, this revenue source is second in importsnce only to

sales and gross receipts taxes and in two states, Wyoming and Montana,
the intergovernmental revenue from the federal government constitutes
the single most important source of state revenue .33

Marked variation characterizes the percentage of total state gen-

eral revenue contributed by the federal government to the several

payments. Shared receipts, such as sharing of revemue from oif-shore
0il leases, or the sharing of revenue from leases of federally-owned
grazing land, are a relatively insignificant part of total aid. Irn
1955, for example, shared revenues comprised "...less than two per
cent of Federal expenditures for aid to State and local governments.”

The Federal Budget in Brief, Fiscal Year 1955, p. S59.

32U S. Department of Commerce, Bureau of the Census, Compendium of
State Govermment Finances in 1947 (Washington, 1948), p. 9, Table 4;
U. S. Department of Commerce, Bureau of the Census, Compendlum of State

Government Finances in 1948 (uashlngton 1949), p. 9, Table 4; U. S.
Department of Commerce Bureau of the Census, Compendlum of State
Government Finances in 1949 (Washington, 1950), p. 9, Table 4; U. S.

Department of Commerce, Bureau of the Census, gggendlum of State
Government Finances in "1950 (washington, 1951), p. 9, Table 4; U. S.
Department of Commerce Bureau of the Census, Compendlum of State
Government Finances in 1951 (Washington, 1932), p. 10, Table 4; U. S.
Department of Coumerce “Bureau of the Census, gggendium of State _
Government Finances in "1952 (Washington, 1953), p. 10, Table 4; U. S.

Department
Government

of Commerce, Bureau of the Census, Compendlum of State
Finances in 1953 (Washington, 1854), p. 10, Table 4; U. S.

Department
Government

of Commerce Bureau of the Census, C endlum of State

Finances in 1954 (Wwashington, 1955) p. 10, Table 4; U. S,

Department
Government

of Commerce Bureau of the Census, Compendlum of State

Finances in ’1955 (Washington, 1956) P. 10, Table 4; U. S.

Department
Government

of Commerce Bureau of the Census, ComEendl of Stare
Finances in 1956 (Washington, 1957) p. 10, Table 4; com-

puted for 1957 from T. S. Departwent of Coumerce, Bureau cf the Census,
Compendium of State Govermment Finances ir 31957 (Washington, 1958),

p. 10, Table 4 and P. 14, , Table 8.

331miq.
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states. The percentage of revenue contributed to the states generally
has ranged from a low near 10 per cent to a high approximating 30 per
cent.3% The low percentages of revenue contributed are fourd generally
in the relstively wealthy states (e.g., Connecticut, Delaware, New
Jersev and New York); the high percentage contributions are found in
the states in which federal ownership of public lands is great and in
states with low per capita incomes (e.g., Wyoming, Nevada, Arkansas,
and Mississippi).>®

The combined pattern of distridbution of federal intergovernmental
aid and of the great federal reliance on progressive tax sources to
raise revenue seems to support the conclusion that as federalism oper-
ates currently in the United States, fiscal equity, at least among
governments, is approached to some extent. If the states have oper-
ated on the premise that within their Jjurisdictions equals should be
accorded equal fiscal treatment, then equity may also have been
approached in the intrastate treatment of individuals.

Moreover, the areas in which the federal government has provided
aid have been conceived to be areas of national concern. The two areas
in which intergovernmental revemue from the federal government to the
states has predominated are highway development and old-age assistance.
In 1957 these two fields accounted for slightly more than 55 per cent

6f the total federal intergovernmentz] aid extended to the states .36

% 1vi4.

351pia,

36Compu.ted from Compendium of State Government Finances in 1957,
pp. 14-15, Teble 8. -
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The other important function for which the states derive federal reve-
nue are education, aid to dependent children, and the administration
of employment security programs. These added functions account for
approximately an additional 31 per cent of the state intergovernmental
revenue from the federal govermment.37 The aided functions that can
be characterized as social welfare functions probably assist primarily
low income groups and low income areas since need is often a prerequi-
site to receipt of aid. When this presumptive distribution is coupled
with the emphasis on progressive taxation as the backbone of the feder-
al system and with the extensive use of federal grants varied in rela-
tion to relative taxable resources, the essential rature of the fiscal

operation of federalism is revealed.

CONTEMPCRARY UNITED STATES FEDERALISM

AND FISCAL THEORY

Numerous solutions for the fiscel dilemms of federalism have been
suggested. Extreme dissimilarity characterizes the proposed solutions
which range from abandonment of federalism to the less extreme fiscal
proposals of separation of tax sources and the use of various types of
grants-in-aid. While the suggestions are not equally meritorious,
brief consideration of each seems appropriate.

Creation of & unitary govermment in the United States is probably
neither a possible nor a desirable solution. The economic rationale

advanced for adoption of a unitary polity deri#es primarily from the

371bia.
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incressing integration of the economy. Complex economic problems trans-
cend the artificial geographic boundaries circumscribing state politi-
cal jurisdictions., National action is requisite. State inadeguacies,
therefore, are held to dictate the removal of the fiscally inefficient
unit. Furthermore, fiscal equiv; iun dealing with individuals is thus
supposedly assured., For in a unitary system of government with the
intervening and often perverse state jurisdiciions elimineted, all
revenue-raising and spending policies can be coordinated to achieve
egual treatment of persons fiscally dissimilar in no relevant way.se

A unitary govermoment, it is true, may not encounter the same limi-
tations in achleving fiscal goals as does a federal govermment. Consti-
tutional limitations on federal power may block programs not soO impeded
in & unitary polity. The limited access of subordinste political juris-
dictions to resources adequate to carry out functions exclusively em-
powered to them is not a major politicsl issue in & unitary state,

But other reel problems arise in a unitary state which are not

unique to that system. In a nation characterized by regional

38Lack of political responsibility is sometimes cited as an inherent
failure of the American federal system, It may be granted that the di-
vision of political power between Congress and the President may lead
to unfortunate results. This argument, however, is directed against a
democratic conception integral in the American tradition--the separa-
tion of powers. It is not federalism, per se, that is causative, dbut
the peculiar manifestation of it. And it may not be amiss to raise, if
not to answer, the question whether unitary govermment in France yields
superior government to that provided by federalism in the United States.
For a discussion of the historical origin of the United States federal-
ism see Andrew C. McLaughlin, "The Background of American Federalism."
Americen Political Science Review, XII (1918), p. 240. Carl Becker
discusses the defects arising from division of political responsibility
in the United States in Freedom and Responsibility in the United States,
(New York, Vintage Books, 1955), pp. 95-98.
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heterogeneity, inter-area fiscal transfers are requisite to the attain-
ment of fiscal equity. This, as has beern indicated earlier, is also a
crucial problem of & fedéral government. Even within a unitary system,
extensive heterogeneity between regions--or areas, or social groups--
may operate to block attainment of policies in the national interest.
Homogeneity, on the other hand, would insure performance of naticnal

programs consldered desirable no matter whether the governmental forms

were unitary or federal.3®

In 3 nation characterized by important elements of heterogeneity,
such as ours, federalism probably is an essential to the very existence
of effective national government. Recognition of this fact prompted
Professor Swisher, in designating federalism as an "...essential char-

acteristic of our constitutionmal system..."40 to declare:

.+..Covernment on American soil has been federal ever since England
established or won control over the American colonies. The colo-
nies always had a measure of local jurisdiction over local prob-
lems and a8 measure of responsibility to the government in London
in matters which were not essentially local. Federalism was as
much a part of our govermmental folkways es was administration of
Jjustice in terms of common-law prirciples and practices. There is
little evidence that the American revolutionaries, or the more
levelheaded among them, at any rate, ever seriously contemplated
giving up the essentials of federalism. When they declared them-
selves free and independent states, they had in mind freedom from
the mother country. But to some extent from the very beginning
they expected the breaking of transoceanic ties to be compensated
for by union among themselves. If perchance they talked sbout the

39 Desired change can be introduced in the federal system of the
United States since the United States Constitution provides adequate
amendatory techniques. Attempts to amend it which have failed probably
can attribute failure to economic and social heterogeneity rather than
to govermment structure.

4°Swisher, p. 17.



24

reservation of full sovereignty in each state, they sccompanied

such talk by actions which belied their words. Government under

the Articles of Confederation, and even that which preceded the
formal adoption of the Articles, provided for more of central con-
trol over American affairs than had been exsrcised from London but
it followed a long familiar pattern. The Constitution as adopted
in 1789 provided for a further increase of central power but again
without fundamental modification of the pattern....

Although later years brought much talk of secession from the

Union and the actual attempt at secession which brought on the

Civil War, the talk and that attempt did not imply an abandonment

of federalisu in the sense of atomistic dissolution. All that

was seriously contemplated was the separation into smaller federal
unions, with the_lcdgment of varying smounts of power in central
governments....4
Not only does this lengthy statement indicate the deep-seated American
attachment to federalism but it also supports the view that a fundamen-
tal change such as the actual renunciation of federalism is extremely
implausible.

Federalism, moreover, has practical virtues to commend its continu-
ance regardless of its traditional invulnerability. In a nation with
such extensive disparateness as the United States, those virtues ac-
quire added force. Salient among the virtues are the provision of a
buffer against tyranny and assistance in the cultivation of the indi-
vidual political responsibility upon which vitality of democratic gov-
ernment is predicated. The antiquated shibboleths of "states rights”
and "local autonomy" have been thundered so often that the real merits
of Pederalism tend to be obscured. But merits do exist and to rely
again on the insight of Professor Swisher in their irdication seeus
appropriate. He argues that federalism provides a means, not of pre-

venting, but of lessening the potential danger of tyranny:

411pid., pp. 17-18.
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...The characteristics of human nature which led Hamilton's con-
temporaries to write prohibitions and checks into the Constitution
are just as much the characteristics of men today. Tyraunts are
not merely relics of antiquity. They are not merely German,
Ttalian, Spanish, and--if it can be said without creating a diplo-
matic incident--Russian. They are of the ranks of men wherever
power is given without restraint and without limit. A major pur-
pose of our federal system is to divide power so as %o diminish
the intoxication which goes with it, so as to reduce the prospect
of tyranny when power is given, as inevitably it must be. With
the tremendous increase in power now flowing through government
and certain to continue to flow, the need for checks end for divi-
sion becomes greater than ever before .42

Professor Swisher contimues in defense of the positive capability of

federalism in promoting responsible personal citizenship:

...Local government has its own peculiar values. It is the ideal
forum for the practice of democracy. Democracy Jjustifies itself
not so much by efficiency of administration as by development of
character in a participating citizenship. Something vital to the
good life of a community is lost when the pecople zbandon control
to rulers at a distance, however wise and beneficent the rulers
may be.... Only at distant intervals do a citizen's obligations
to the nation reveal themselves so clearly as to call for hard
thought and concrete personal effort. His local obligations are
more obviocus. If he grows as & participating citizen, the growth
is likely to be in connection with his local responsibilities.
The states and their subordinate organizations are neceded because
of the school for living which they are.?

Since the abandomment of federalism seems neither likely nor desir-
able, consideration of other proposals designed to remedy the fiscal
defects of federalism seems necessary. Two of these proposals, tax

sharing and the separation of tax sources, mey be considered together.

Tax separation, whick Blough considers the "...most common propossl for

421bid., pp. 47-48,

43]bid-, pv 48.
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"4 pdvocates the exclusive

reforming the overall tax structure...,
granting of sources of tax revenmue to the federal government and the
exclusive granting of other sources to the state and local governments.
Such a proposal, even assuming the unlikely administrative implementa-
tion were to occur, would fail to solve the key problem of fiscal
equity. Granting exclusive tax Jurisdiction over specific revenue
sources to the states does virtually nothing to alleviate the inter-
state disparity of economic resources from which the dissimilar treat-
ment of persons otherwise similarly situated arises. In addition to
the failure to attain equity, the arbitrary imposition of inflexibility
in revenmue-raising power would seem dubious unless rigidity of circum-
stances could be predicated. Furthermore, the battle over which taxes
logically should be given to each political jurisdiction would be cer-
tain to occur no matter what the administrative rationale for division
might be,

Tax sharing proposes that the collection of taxes be centralized
and that the proceeds be redistributed, partially or whclly, to the
states. This device, deceptively simple and logical, has serious vesk-
nesses. Not only does the proposal imply transferring decisions rela-
tive to the imposition of taxes to a political level more removed from

immediate taxpayer control, but it also presents the almost insoluble

difficulty of finding an adequate basis for sharing.4® Furthermore,

44Blough, p. 454,

450ne student of centralized collection of federal and state income
taxes explicitly recognizes the extent of this difficulty. Edward W.
Reed, "Coordination of Federal and State Income Taxes," Southern Eco-
noric Journal, XV (1948), p. 463, . .
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the sharing on the basis most often suggested, such as population or
origin of payments, would tend to aggravate the fiscal inequities aris-
ing from disparate interstate financial resources. It is probably
worth noting, too, as Professor Groves has done, that the "...fiscal
independence of the local units under sharing is about the same as that
of 2 minor son placed upon a revocable allowance by a generous
father...."*® 1In short, neither tax sharing nor separstlion of tax
sources seems to provide a workable solution to the fiscal dilemms of

federalism.47

The remaining fiscal technique for practical attainment of fiscal
equity in an operational federalism is the grant-in-sid. The grant-in-
aid is an appropriation from one political jurisdiction to anocther.
Superficislly it resembles the income derived by jurisdictions which
share in the proceeds of cemtrally collected tax revenues. The differ-
ence, however, which renders the similarity superficial is the dissimi-
larity in distributional technique. Shared taxes are distributed on

the basis of a fixed percentage of the yield of a given tax or taxes;

48Finencing Government, (Sth ed., New York, Henry Holt, 1958),
p. 417.

47No mention of the administrative economies that tax sharing and
separation of tax sources are alleged to provide has been made. The
issue, only peripherally relevant, centers upon the savings that sup-
posedly would accrue from elimination of dual administration, conflicts
in jurisdiction, and therefore, excessive administrative costs. This
argument is developed by Reed, "Coordimation of Federal and State In-
come Taxes,” p, 468-69. Blough's reply is pointed. If the loss of a
tax source by a political unit necessitates adoption of a new revenue
raising device, compliance costs may be increased. Blough, p. 452.
And evidence that compliance costs will be reduced or that no new reve-~
nue sources will need to be tapped has not been forthcoming in impres-
sive dimensions.



28

grants-in-aid are distributed in amounts dependent not upon the yield
of a specific tax, but upon varying bases for appropriations.

Broadly classified, grants-in-aid are of two kinds, unconditiocnal
or straight grants, and conditional or stimulation grants.48 Condition-
al grants are appropriations contingent upon either the raising of a
specific sum of money or upon the adoption of specific administrative
practices by the recipient jurisdiction. These conditions vhich may be
categorized as fiscal conditions or administrative conditions are both
absent in unconditional grants. It would seem apparent that the uncon-
ditiorel grants, as defined here, imposing reither matching require-
ments nor budgevary or other administrative comtrols, are unlikely to
be adopted. As a practical matter, grants-in-aid are almost certain to
be conditioned upon some minimum financial perticipation in terms of
use of fiscal capacity defined in sundry manners, upon the provisicn of
a minimum expenditure program, or more likely, upor matching of the
proposed grant in some ratio.

Ideally, inter-area fiscal transfers to achieve fiscal equity in a
federal state would be unconditional grants. The grants, apportioned
on the basis of the need, would be made to states which would exercise
complete autonomy in their disposition. If the concept of fiscal

equity were uniformly held in all recelving jurisdictions, then

4BTerminology is that of Francis G. Cornell, "Grant-in-Aid Appor-
tionment Formulas,"” Journal of the American Statlstlcal Association,
XLIT (1847), p. 95. The conditional grant 1s also known as the "lock”
grzat, Byron L. Johnson, The Principle of Equalization Applied to the
Allocation of Grants In Ald Federal Securlty Agency, Social Securlty
Administratlon Bureau of Research and Statistics Memorandum Ro. 66
(Washington, 955), p. 286.
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expenditure of the grants would be made in a manner to lead to a closer
approximation of equity on an interstate basis. Complete achieveument
of equity even on this assumption, however, would be contingent upon
grants to the pcorer states adequate to offset their relative paucity
of economic resources.

Political realism compels the conclusion that the unconditional
grant is not likely to be adopted regardless of its theoretical merits.
Buchanen, in his argument for the abandonment of the conditional grant,
agrees that "...traditional barriers against the unconditional inter-
governmental transfer of funds, especially in the United States are
likely to loom large...."""g Imposition of conditions, however, will
tend to channel expendit&res of states into those activities for which
grants are provided. There seems to be little doubt that this has
occurred in the past. .Motivation for the imposition of conditlons
probably arises, in a large part, from a political compulsioun in the
granting jurisdiction to exert some control over the funds dispensed
and thereby to attempt to develop and maintain respensibility in the
expenditure of the grant.5® Also militating sgainst adoption of the
unconditional grant approach to closer approximation of fiscal equity

is the dogma of finmancial responsibility. However, this dogma, holding

43Buchanan, "Federalism and Fiscal Equity,” p. 597.

SO0 1937, a study group of the Twentieth Century Fund noted these
tendencies. Facing the Tax Problem, (New York, Twentieth Century Fund,
1937}, pp. 380-81. Expressing a similar view are A. D. Scott, "The
Evaluatlon of Federal Grants," p. 392 and Roger Wells in “General
Apalysis,” A Survey Report on the Impact of Federal Grants-in-Aid on
the Structure _of States and L Local Governments, Survey Report Submitted
by the Covernmental Affairs Institute to the Commission on Intergovern-
mental Relations (Washingtom, 1955), p. 12.
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that expenditures by a political unit can be allowed safely only if the
political unit is required to raise the necessary revenue, is a serious-
1y defective guide in achieving eguity in a federal structure. It pre-
supposes unlike standards of equity in grant-receiving jurisdictions
coupled with political irresponsibility of those who spend granted
funds. Po concede that active participation of an enlightened citizen
will not be forthcoming to prevent extensive governmental irresponsi-
bility is also to forecast the demise of representative government.51
Unconditionsl grants, however, while vital in attaining a fully
equitable fiscal system, do not sclve two problems. Miniaum use of
fiscal capacity by states would seem to be a prerequisite for the re-
celpt of grants; maintenance of certain minimum service standards in

areas of activity vital to the pational welfare would alsc seem to be
necessary.52 Diversity of state fiscel capacily and fiscal needs which
seenm to indicate the use of unconditiornal grants thus gives way to con-
ditionz]) gramts designed to accomplish specific fiscal goals. Maxwell
has noted the rationale for the conditional grant:

The conditiomal grant...serves to bridge the gap between dispa-
rate state functions and revenues, but the more immediate motive

SlIn passing it may be observed that irresponsibility in the use of
revemie-raising ability in wealthy states may indicate a reason for
supervision by the federal government. Such supervision would be pred-
icated on the same general need to attain fiscal responsibility as that
upcn which conditional grants are predicated.

S2Both of these problems are recognized in Canadian and Australian
grant-in-aid programs. James Maxwell has discussed them in The Fiscal
mg)ci of Federalism in the United States, (Cambridge, Harvard U, P.,
1946), pp..385-89 and in "Commonwealth Grants to the States in
Australia,” American Economic Review, XXVIIT (1938), pp. 267-74.
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behind most of the federsl-aid measures has Leen the desire to

stimilate state action about matters in which there was a national

interest....

Decisions of the federal government to aid s specific activity
involve & determination of areas of national need requiring support.
Not only must this determination be made but it is alsc necessary to
determine the basis upon which aid will be extended, Moreover, the
development of grant-in-zid programs in the United States testifies
eloquently to the haphazard development of the programs that have an-
swered these questions.54 Maxwell, noting this pilecemeal development,
has argued that conditional grants should be integrated to avoid what
he refers to as "...the divisive elements which are present in federal-
{sm."® He comcludes his recogrition of the appropriate use of the
couditiOnél grant in these terms:

It is, therefore, possible to reconcile the fiscal dilemma of
a8 federalism. Admitting that & diversity of standards exists
among the states, the federal government can provide conditional
grants which aim at brizging state performence of important func-
tions-~-egpecially welfare functions~~to & minimum level, Ad-
mitting further that inter-area transfers call for imposition of
conditions, these conditions can be wade both effective and pala-
table bty grouping together a series of related grants, plecing

them under one or a few agencies, and giving the sgency or
agencies & broad discretion to apply the standards with

S3The Fiscal Impact of Federalism in the United States, p. 388.

Sépatterns of grants-in-aid, as they have developed in the United
States are traced in Maxwell, The Fiscel Impact of Federalism in the
United States, Chapters III-XI; in nenry J. Bitterman, Stece and Feder-
al Grants-in-Aid, (New York, Mentzer, Bush ard Company, 1938); and in
V. O. Key, Jr., The Administration of Federal Grants to the States,

(Chicago, Public Administration Service, 1957),

55he Fiscal Impect of Federalism in the United States, p. 391.
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PLeXibilityesssdO

Recognition of the piecemeal development of the existing grant
programs, however, would seem to call for en additional practical ob-
servation, It may well be noted that Maxwellls plea for integration
'probably is farther from realization today than in 1946 when he made
the plea. What is needed is a2 theoretically less desirable but nore
practical answer 1o the question of the eppropriate integration of
singly~zdded grant-in-aid program to the existing structure of federal
subventions,

An eppropriate logic for the addition of a new program of federal
2id would thus seem to be predicated on certain facts. Fiscal eaquity
remains z desireble goal to be approximated tc the greatest exieri by
eny conditional grant-in-aid program created t¢ provide an acceptable
national minimmm in a given service area. Since elternative technigues
may be utilized in condiftioning the distribution of a2 given grant to
the several states, the preferable technigue would zppear to be that
one which accomplished the greetest equity. It should alsoc be recog-
nized that the addition of programs involving grants-in-zid is likely
to involve an increased need for federal revenue t0 pay the costs of
the new programs., Admittedly the federal constitutional Fictior which
precludes the direct transfer of receipts from one group to a different
benefiting group must ve maintained. This fiction requires that fede
eral tax revenues must be increased, not to provide directly a specif-

ic and given govermmental program of benefit, but to increase the

56Tbid.
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general revenues of the government. Appropriations from gemeral reve-
nues then may cover new and constitutionally permissible expenditures.57
But added expenditures in fact do require revemnues greater than they
would have been had the expenditure not been made. Analysis of fiscal
equity, therefore, requires an examination of the impact both of ex-
penditures and taxes upon individuals in the society. A combined pro-
gram which most nearly moves persons similarly situated, regardless of
the state of residence, toward more similar positions while also pro-
viding the minimum program held to be in the national interest, is
logically to be preferred. Added programs of conditional grants to
attain adeguate national service levels in the states thus can be recon-
clled in a practical manner with the problem of federal finance.

The use of conditional federal grants to aid states in providing
an acceptable minimum service pregram in a given area of national con-
cern does not preclude individual states from choosing to support the
aided function at a level greater than that of the foundation program.
Complete state autonomy in developing programs more comprehensive than

the minimum foundation program should not only be allowed bhut

57Re1evant decisions of the Supreme Court indicate the essentizl Con-
stitutional requisites. U. S. v. Butler, 297 U. 8. 1 (1936) precludes
the earmarking of a specific tax for a specific expenditure for the
benefit of a special group. Granbts-in-aid to states from general reve-
nues contingent upon state acceptance of the conditional grants have
been supported, first by denying individual taxpayers an interest ade~
quate Lo present a justifisble controversy, and second by providing a
divorce of the source of tax revenue and the specific expenditure in
question. Massachusetts v. Mellon, 262 U. S. 447 (1923); Stewart
Machine Co. v. Davis, 301 U. S. 548 (1937); Helvering v. Davis, 301
U. S. 619 (1937). Professor Benjamin U. Ratchford has discussed the
relevant constitutional issues in "Some Constitutional Aspects of Fed-
eral Expenditures,” Journal of Finance, X (1955), pp. 459-82.
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encouraged. This encouragement is essential to the full realization of
the values of federalism. However, from the point of view of the fiscal
operations of the federal government two considerations predominste:
First, a minimum service level must be maintained in the activity in all
states and second, the support of the minlmm service level should be

provided in such a way as %o achieve a maximum of fiscal equity.
EDUCATIONAL EXPENDITURES AND ECONOMIC THEORY

...In a nation like our own,...which from the beginning has
depended upon the general enlightenment of the people for wise
decisions on social and political matters, a broad education in
all the major branches of knowledge is indispensable to the health
of the Nation. Moreover, the enrichment of life for the individ-
ual depends no less upon his acquaintarce with the literary,
artistic, and philosophic heritage of western and other civiliza-
tions. Though it may be necessary in the present emergency to
attract more students into scientific fields and to spend an
excessive proportion of our resources for scholarships, teachers,
buildings, and equipment related to science, the ongoing educa-
tional progranm must maintain a proper balance of learning for all
enlightened citizens.

Initially it should be recognized, as Dr. Earl McGrath has done in
the foregoing quotetion, that important cultural velues are provided by
education. Kmphasis upon econmomic values too often tends to obscure
this fact. No metter what economic values flow from education, a
nation interested in providing more than a2 maximm of goods and serv-
ices for its citizens might well support education as an end product.

Important as the recognition of this fact may be, however, the cultural

values of education are not a paramount issue in this analysis.

S8Earl J. McGrath, "Sputnik and American Education,” an article
inserted by Senator Wayne Morse in Congressional Record, 85th Cong.,
2d Sess., 91:3 (February 13, 1958), p. 1779.
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Economic growth is closely allied to the quantity and quality of
education provided within a nation. This fact is recognized by most
writers on economic growth; some are explicit, others implicit, in
their recognition. The review of theories of economic growth is beyond

the scope of this study but even a partial examination of the litera-

ture indicates the tendency to consider education as a "precondition"59

of economic development. But as Professor Hunter has argued, such a
treatment of factors as preconditions of economic growth "...leaves the

resultant economic theory extremely sterile because of the overwhelming

importance in the real live world of these non-economic factors...."50

Continuing his analysis, the full economic significance of education as

an integral factor in economic growth is presented by Eunter thus:

A higher level of education is frequently referred toc as a pre-
condition or noneconomic factor. But, current levels of education
are surely a function of levels of national income directly. The
familiarity with things mechanical--so much taken for granted in
our economy and so important for industrialization--is also a
function of the level of living and a part of the level of infor-
mal education. More obvious, paying for education is a problem in
public finance to be considered along with all other developmental
expenditures. Further, the level of education is a determinent of
product and factor market structures as it affects the dissemina-
tion of market information through mass communications media. Fi-
nally, types of education (e.g., classical versus technical) are
very much of concern to the economists interested in economic
development....51

S9The term is used by Professor John M. Hunter in a discussion of
papers presented at the 1956 American Economic Association meeting.
"Economic Growth and Development--Discussion,” American Economic
Review (Supplement), XLVII (1957), p. 57.

80114,

Slrhida., p. 59.
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Despite the appearance that recognition of the economic aspect of
growth and development has not been extensive, it should be noted that
recent interest in this subject has grown. Perhaps there are two areas
in which conclusions shout economics and education are most likely to
evoke agreement. First is the gereral agreement that the economic
results flowing from education are imperfectly measurable, at best,
Professor Burkhead summarizes this problem admirably:

.. .Bducation has characteristics that make any attempted measure-

ment of its econmomic comsequences rarticnlarly difficult. It is

both a consumer good and a producer good--wanted for itself and

also as a means to increased income and output. Education is a

major factor in national integration in the sense that Myrdal uses

the term as equivalent to mobility and motility in the labor force.

Education, therefore, will contribute to greater eqguality in the

distribution of income over time. These characteristics make per-

manently elusive any attempt to measure its economic consequences
with precision.

The second area of agreement is that education, no matter what the
conceptual difficulties of measurement of economic results may be,
probably does lead to positive and significant accomplishments. Mutual
causation in the relation of economic growth and zducational expendi-
tures may be granted while the importance of the factors is also granted.
Professor C. Lowell Harriss summarizes the broad areas of agreewment in
his declaration:

Education stands out as a strategic factor for aiding economic
accomplishment and also for enlarging the potentials for richer
human experience--perhaps the main objective of economic growth.

Fature productivity will depend upon the education of the broadest,
and broadening, type as well as vocational training for specific

825esse V. Burkhead, "Financing Education," American Economic Review
(Supplement), XLVII (1957), p. 199.




37

types of work--surgery or stenography. OSpending on education

maltiplies values many fold im developing human capacity.

The full economic effects of educational expenditures may raise
difficult problems of measurement but immediate economic effects do not
seem equally impossible of measurement. Ultimate economic effects of
education expenditures may remain mootb4 bt the impact of educational
expenditures is ascertainable. Likewise, the taxes utilized to raise
the funds from which such educational expenditures are made may be
ascertained and, utilizing recently-developed techniques, the incidence
determined. Techniques for trzcing the incidence of government expendi-
tures are not yet developed with significant sclentific precision and

30 the initial impact of governmment expenditures and the incidence of

83C. Lowell Harriss, "Government Spending and Long-Run Economic
Growth," American Economic Review (Supplement), XIVI (1956), p. 161.
Others who support this position are Charles Wolf, Jr., "Instituticns
and Economic Development,” American Economic Review, XLV (1955), p. 869;
George Garvey, "Income Distribution--Discussion,” American Economic
Reviev (Supplement), XLVII (1957), p. 533; Jan Tinbergen, "Welfare
Economics and Income Distribution,” American Economic Review (§E§p1e-
ment), XLVII (1957), p. 496; Howard R. Bowen, Low-Income Families,
Hearings, Subcommittee on Iow-Income Families of the Joint Committee on
the Economic Report, 84th Cong., lst Sess. (Washington, 1955), p. 76;
Facing the Tax Problem, (New York, Twentieth Cenmtury Pund, 1937;, p.
206; George ¥W. Mitchell, Oscar F. Litterer, and Evsey D. Domar, "State
and Local Finance," Public Finance and Full Employment, Postwar Economic
Study No. 3, (Washington, Board of Governors of the Federal Reserve Sys-
tem, 1945), pp. 121-22,

64mpe effect of grants-in-aid for education on resocurces allocation
led to a Jjournal controversy between James M. Buchansn szd A. D. Scobt.
Scott argued that grants for "social amenities" are "resource-distort-
ing;" Buchanan that they are “"resource-correcting.” The level of ab-
straction in the controversy is relatively high and some definitional
disagreement seems to exist., See A, D. Scott, "Federal Grants and
Resource Allocation,” Journal of Political Econmomy, IX (1952), pp. 534-
33 and "A Note on Grants in Federal Countries,” Economica, n. s. XVII
(1950), pp. 418-19; James M. Buchanan, "Federal Grants and Resource
Allocation,” Journal of Political Economy, IX (1952), p. 210.
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the requisite taxes may be compared to ascertain the initial change in
income distribution resulting.

Embodied in any attempt to measure the impact of public expendi-
tures is 2 basis for imputation of bemefits, Rendering the basis ex-
plicit is certainly necessary and desirable but is by no means proba-
tive of the basis chosen,8® And the choice of assumptions upon which
determination of incidence of the taxes rests is also a subject reguir-
ing explicitness and considered judgment. The entire process of deter-
mining the net change in income position resulting from the fiscal
activity of government iavolves arbitrary decision supported only by
the best deductive logic of the leading authorities in the field of
public finsnce. Admitting all these limitations, however, does not
refute even superficially one salient argument for such an undertaking.
Simply stated, the argument is that the balancing of expenditures and
taxes is undertzken by practical politicians whenever they are faced
with deciding the merits of faxing and spending proposals. It is prob-
ably desirsble that the scientific analysis of economists augment The
analysis of politicians, Thus, a maximum of light may be shed in the
shadowy corners in the house of governmental financial activity.

Educational expenditures, as the earlier recognition of broad cul-
tural and societal values of education implied, to a certain undeter-

mined extent yield social benefits and to that extent the resulting

857ames M. Buchanan, in discussing the concept of a "fiscal resid-
uum,” indicated the importance of making bvenefit-imputation bases clear.
"The Pure Theory of Government Finance: A Suggested Approach,” Journal
of Political Economy, LVII (1949), pp. 502-505. :
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benefits are indivisible.®® But it also seems probable that the ini-
tial benefits accrue to the persons for whom the expenditures are made.
It is this basis which Tibor Barna adopted in his study of the impact
of British public finance on income distribution. Berna explained the
rationale, often embraced implicitly by practical politicians, waich
led him to allocate educational expenditures on a per student basis.

Said Barna:

Expenditures on all services which are, or can be, provided by
private enterprise should be allocated on the cost primciple. It
is also evident that private enterprise is unable to provide serv-
ices which, for technical reasons, are available to all, whether
one contributes to them or nmot. The two criteria, that is, possi-
bility of provision of a service by private enterprise and possi-
bility of exclusion, seem to overiap in almost all cases. The
expenditure on such services will be allocated on the cost prin-
ciple.

The most difficult question ic tc decide whether two services--
one provided by the govermment, the other by private enterprise--
are the same or not. The most conspicuous case is that of compul-
sory education. In certain aspects schools run by public authori-
ties and private schools are exactly alike. But it can be argued
that a different service has been created by making education com-
pulsory, since it is no longer possible to apply the criterion of
exclusion.

In such cases recourse might be taken to a different approach.
It can be said that the marginal cost of the education is almost
exactly equal to the average cost. It will, therefore, be assumed
that all children receiving the same education benefit equally.67

t

66Professor Groves has so argued: "...I find myself quite unable to
agree, for instance, that the exclusive benefit of educational outlay
may be allocated to the spending units according to their number of
school children. The schools are simply one of the amenities of civi-
lization that we enjoy in our corporate capacity as the public....”
Harold M. Groves, "Government Burdens and Benefits--Discussion," Ameri-
can Economic Review (Supplement), XLIII (1953), p. S36.

S7Redistribution of Incomes Through Public Finances in 1937, (Oxford,
Clarendon Press, 1945), p. 198. dJohn H. Adler, 'The Fiscal System, the
Distribution of Income and Public Welfare," in Fiscal Policies and the
American Economy, ed. Kenyon E. Poole (New York, Prenmtice-Hall, 1951},
p. 586 adopts a similar allocative basis.
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On this basis, then, the impact of educational expenditures may he
determined and may be compared with the burden of faxation. On the
assumption that the contemporary educational proposals are predicated
upon the superimposing of additional taxes and expenditures upon the
existing fiscal structure, the analysis becomes one of ascertaining the
combined marginal tax and expenditure incidence, I% 1s on this theoc-
retical basis that this study proposes to examine educational

fina.nce.68

what then can be concluded from the foregoing examinstion of the
proolem of financing education in the present United States federal
system? It has been argued that fiscal operstions of the federal
governﬁent should be directed toward maximizing equity. Equity, con-
sidered to be the similar Tiscal treatment of persons similarly situ-
ated, can be furthered by federal fiscal operations as they draw upon
the taxable resources of the entire nation. On the other hand, states
are unable to assure a significant degree of equily among the taxpayers
of 21l the states since their fiscal operations are circumscribed by the
limited, disparate fiscal rescurces found within their borders. Within
each state the activities of the state and local governments may be
directed toward attaining intrastete equity but coordinated federal

taxing a2nd spending actions are necessary to zpproximate interstate

684, R. Prest, who criticizes statistical calculations of overall
tax burdens because they tend to ignore overall levels of demand,
supports analysis of the incidence of marginal change of taxes.
"Statistical Calculations of Tax Burdens," Economica, n. &, XXII (1955),
D. 243. See 2lso Professor R. A. Musgrave, "General Eguilibrium Aspects
of Incidence Theory," American Economic Review (Supplement), XLIIT
(1953), p. 503 and Ursula K, Hicks, "The Terminology of Tax Analysis,"
Economic Journal, LVI (1946), pp. 49-50. . : ,
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equity.

The extensive interrelationships of sectors of the American eccono-
my have raised and continue to raise difficult problems in the fiscal
operation of present United States federalism. Some nationally impor-
tant governmental functions, if undertaken exclusively by the states,
may be inadequately performed in the poorer states. The dissimilar
service levels, transmitted throughout the entire nation by the mobile
American population, thus are widely diffused. 1In the fields in which
a national interest exists, the federal government has utilized pro-
gressive taxation and grants-in-aid to support state programs. Federal
grants have thus become an important fiscal element in the operation of
federalism todey. Further use of subventions to support such govern-
mental functions as education will probably utilize conditional grants-
in-aid although unconditional grants probably are theoretically more
adapted to the attaimment of interstate equity. Such use of grants is
predicgted not only on the present extensive use of this finsncial
device but also upon the relative unacceptability of alternative pro-
grams to solve the fiscal problems of United States federalism.

Currently education is a function for which programs of federal
support are suggested., Education usually is conceded to provide cul-
tural values but the intimate connection between education and economic
growth is also recognized. The result is that national gains are
assumed to flow from expenditures which raise naticnal educational
levels. Measurement of the ultimate gains which are assumed to result
from educational expenditures supported by federal grants is a dubious

undertaking. However, some measurement of the immediate impact of
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educational expenditures and of The incidence of the taxes needed to
provide revemue for such expenditures can be undertaken utilizing exist-
ing techniques. Subsequently these technigues for measurement will be
applied to alternative programs for federal support of education. The
prefershle program then, assuming education is supported at adequate
levels and without offsetting adverse administrative or financial con-
ditions, would be the one which as far as possible contributed to
equity in the fiscal system. Such apalysis, it is hoped, may aid in
clarifying the bases upon which the practical evaluation of alternmative

public policies for educational expenditures ultimately rest.



CHAPIER IX

FEDERAL LEGISIATIVE PROPOSALS TO PROVIDE FINANCIAL AID TO

SUPPORT PRIMARY AND SECONDARY EDUCATION

Realistic federal programs %o provide finmancial aid for primary
and secondary education must take cognizance simulbtaneously of the
uniqueness of federal govermment in the United States and the logically
possible methods of implementing programs of support. The mairienance
of dynamic federal and state government is desirable and specific fi-
nancial aid programs should contribute to such maintenance. Financial
programs both in their genmeral structure and in specific implementation
should also contribute to the realization of that goal.

One preliminary observation seems required before consideration of
the general types of aid proposals and their proposed legislative imple-
mentations. Excluded from consideration here is a crucial question
implicit in any proposal to provide support for education. That exclu-
sion is the question of the need for such support. The importance of
that issue aside, analysis of effects of proposals presupposes that the
need will have been demonstrated prior to the actual adoption of a pro-
gram. If the need does not seem apparent, the proposal remains only a
proposal with latent effects; if the need leads to the adoption of the
program then effects will be realized. It is the study of those latent

effects that is of concern here for in the future they may be realized.
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To know with even some minor degree of precision what may be reslized
later may contribute to the decision about the specific form programs

£inally adopted will assume.l
GENERAL TYPES OF AID PROPOSALS

Proposals for meeting the financial problems of education are of
three types. Of the three types of programs--tax sharing and tax sepa-
ration, grants-in-aid, and miscellaneous--grants-in-aid receive much
more serious practical consideration than the other types. Yet, since
the other two classificagtions are represented by specific legislative
proposals, some consideration of them would seem necessary.

Tax sharing and separastion of tax sources have been discussed in
the previous chapter as relatively ineffective techniques for meeting
the fiscal problems of a federal polity. Briefly reiterated, separa-
tion of tax sources, which lacks political realism, probably could not
be implemented on a workable basis. But even assuming that a basis for
dividing tax sources among competing jurisdictions could be found and
implemented, the interstate disparity of fiscal resources which con-

tributes to the disparity of service standards would not be modified in

1Prdbab1y no topic in the general area of aid to education receives
as much attention as the relative need for such aid. All of the Con-
gressional Committee hearings on the general subject of federal assist-
ance cited in the Bibliography contain discussions of the topic.
Especially good is & discussion in Chapters IV, V, VI, and VII of
Charles A. Quattlebaum of the Legislative Reference Service of the
Library of Congress, Federal Aid for School Construction, Committee
Priont of Committee on Labor and Public Welfare of the United States
Senate, 84th Cong., lst Sess. (Washington, 1955). More recently the
issue has been summarized in School Construction Assistance Act of
1957, 85th Cong., lst Sess., House Report 483 (Washington, 1957),
pp. 20-22, pp. 30-41.
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" any significant way. The wealthier state would have access 0 the
comparatively greater, though separated, tax sources; the poorer states
probably would not secure access to sources of revenue adequate to ena-
ble them to raise service standards appreciably. And the process of
surrendering existing partial jurisdicﬁion over one revenue source Lo
secure exclusive jurisdiction over another might lead to a net reduction
in revenue.

Tax sharing, based on central collectior of a tax and distribution
of part of the proceeds to component jurisdictions on a predetermined
basis also probably is not desirable, The Gordiar knof of an appro-
priate basis of sharing admits of no cutting. The usual bases sug-
gested for sharing do not provide effective reduction of the fiscel
dissimilerity of the states; other bases for such sharing (e.g., or some
objective basis of need) encounter critical resistance from states
Teiling to profit from such a basis for sharing. Concluding this sum-
mary of the earlier argument, it seems that neither tax sharing nor
gseparation of tax sources is an effective technique for solving fiscal
problems in a federal system of government. Abundant weaknesses, how-
ever, 4o not preclude proposals to use these techniques to meet educa-
tioral finapncial problems.

Grants-in-ald are the most frequently suggested and seemingly the
most appropriate device for providing federal aid to education., Uncon-
ditional grants, despite their apparent theoretical merit in more near-
1y epproximating equity on an interstate basis, seem so politically
unrealistic &s to merit no further comsideration. Conditional grants,

the realistic compromise with theoretical merit, are the apparent form
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that any federal ald to education will assume,

Conditional grants are of two general types: uniform or flat
grants and variable grants. The flat grant provides a uniform sum to
each recipiernt jurisdiction withouz regard for the objective dissimi-
larities of those jurisdictions. Thus need for funds to support a pro-
gram is not a predominant considerétion in the use of the flat grant,

This method has been used in some past federal educational grant pro-

grams? but has been accorded only limited consideration as & singular
technique for aiding primary and secondary education.

Variable grants are unlike flat grants in thet the amount of funds
provided by the granting authority are cortingent upon dissimilarity of
needs and resources of the recipient jurisdictions. Receipt of both
flat and variable grants may be contingent upon some required financial
contribution by the grantee. Such grants may reguire either equal
matching or variable matching, Bases for metching are veried and are
dependent upon the purposes for which grants are made. Byron Johnson,
in his intensive analysis of grants-in-aid has indicated seven'purposes
for which grants might be sdopted. The purposes, often interrelated
and overlapping in actual use are (1) the encoursgement or stimulation
of local services in recipient jurisdictioms, {2) the assistance of

recipient jurisdictions in meintenance of & minimum program deemed

2The flat grant method has been used to allocate the appropriations
for state land-grant colleges, agricultural extension services, and
agricultural experiment stations. Details of these grants are discus-
ged in Clayton D. Hutchins, Alvert R. Munse, and Edna D. Booher, Feder-
al Funds for Education, 1954-55 and 1955-56, Department of Health
Education, and Welfare Bulletin No. 5 (Washington 1956}, pp. 28- 30
TP 67-73.
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pationally important, (3) the procurement of leadership by the granting
Jurisdiction over programs in recipient jurisdictions that are not
directly subject to control by the grantor but which are considered

of metional importance, [4) the utilization of the superior fiscal
powers of the granting jurisdiciion and the superior administrative
capabilities of the recipient jurisdictions, (5} the reduction of dis-
parities in service levels between recipient jurisdictions while tend-
ing toward greater interstate and interpersonel fiscal equity, (6) the
improvement of the total tax system by rendering it more progressive
and uniform, and {7) the assistence in development of counter-cyclical
fiscal policies designed to aid in the maintenance of full em.ployment.3
Not all programs of subventions need to ettempt to embrace 211 these
purposes; it is conceivable that in the context of & specific progranm,
achievement of some of the purposes might be mutually excluded., Thus a
progran directed toward utilizing the advantage of administrative
efficiency of the reciplent jurisdiction might be quile unable to de-
velop also & significent degree of control over the programs of those
jurisdictions. Subventions, however, may be directed toward conscious
attainment of ome or a combination of several of these goals.

In the analysis of the relation of educational grants-in-aid to
the fiscal problems of federalism it was indicated that the probable
purpose of such granis was the establishment of a minimum educational
level in a field of nationsl concern. It was also indicated that the

fiscally preferable program designed to‘accomplish this end was that

SThe Principle of Equalization Applied to the Allocation of Grambs
In A1d, pp. 20-22.
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program which would accomplish the maximum possible reduction of inter-
state inequalities. And if such a program of subventions could attain

these goals while retaining maximum adherence to the generally accept-

able public principle of progressivity in the overall tax system, this

would provide a further argument for such a progran.

Educational subventions might be directed toward_full egualization
in service levels awmong the states. If such full equalization were
undertaken it would require allocations to the states in amounts suffi-
cient to assure service levels that were substantially uniform in the
recipient jurisdictions. It would alsc require that such uniformity in
operational levels would be accompanied by substantial uniformity in
fiscal burden designed to support the program., The similarity both of
service levels and of utilization of fiscal capacities is an essential
attribute of full equalization grants.%

Full equalization, however, probably will not be undertaken.
Rather than attempting to support uniform service levels, educational
grants-in-aid may attempt to support minimum service levels. Minimum
level zupport seems grounded first in the difficulty in determining the
exact allocation to each state that would be needed to achieve full
egualization and second in the recognition that the provision of uni-
form service levels when some states choose to exert greater effort and

thereby support an exceptionally high level of services would weaken

4Johnson follows substantially the same line of analysis. JIbid.,
pp. 30-33. Ancother well known analysils adhering rather closely to this
general argument and also indicating that such a program is adopted
frequently in state grants to localities for educational purposes is
Daniel S. Gerig, Jr., "Formulas for Variable Federal Grants-in-Aigd,"
Social Security Bulletin, III (June, 1940), p. 1l.




local autonomy. The determination of the allocation needed to provide
sufficient funds for equalization is rendered difficult not only by the
large number of educational units for which existing levels of services
must be determiped but also by the extreme disparateness of the units.
Indicative of this general problem is the fact that in the United
States on January 1, 1857 there were 52,913 school systems which in-
cluded 50,446 independenmt school systems.5 While the exact numbér of
the total school systems that are rural is not presented, "municipal”
systems totaled 4,1096 and most of the remainder are rural districts.?
To attempt to reduce to comparable terms the needs of those divergent
systems operating in vastly dissimilar rural and urban areas would be
an overwhelming task. Rough approximations of needs and existing serv-
jce levels probably can be secured but overall evaluations seem less

amensble to determination.B

SU. S. Department of Commerce, Bureau of the Census, U. S. Census of
Government, 1957: Governments in the United States, Vol I No. 1
(Washlngton 1957), pp. 3-4. ‘"Dependemt” school systems in contrast
to independent school systems, are those administered by other govern-
mental units such as towns, counties, cities or states.

sﬁunicipal systems are defined as those school systems "...serving
a local area (other than an area of countrywide nature) which includes
one or more incorporated places of at least 2,500 inhabitants...” Ibid.,
r. S.

TIvid., p. 6.

8Most of the analyses of service levels and needs that have been
undertaken deal with these atiributes in terms of expenditures per
classroom unit, expenditures per pupil, or in terms of capital facili-
ties and their inadequacies, See Clayton D. Hutchins and Albert R.
Munse, Expenditures for Education at the Midcentury, U. S. Office of
bducatlon Miscellaneous Publication No. 18 (Washington, 1953), p. 11
and CIayton D. Hutchins and Albert R. Mnnse Expenditures for Education
at the Midcentury: Supplement, U. S. Office of Education Miscellaneous
Publication No. 19 (Washington, 1954); William O. Wilson and James
woofter, Report of the Status Phase of the School Facilities Survey,
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Bqualizetion sufficient to insure provision of minimm educational
levels in all states seems likely to be z2dopted if federal a2id is
extended, The minimum service level to be supported, freguently &
major controversial topic by virtue of its identification either ex-
plicitly or implicitly with "need,” thus becomes ar esserntial datum in
determining the formulza to be employed in allocating aid to the states.
Furthermore, although matching need rot be an element in such formulas,
metching on some basis seems likely 10 be reguired as a precondition to
receipt of aid. IT the grent is designed to encourage the recipient
Jjurisdiction to increase its activity in a given program such as educs-
tion, the amount of ald extended may be conditioned upon the amount of
Tinanciel support provided by the grantee.

Stimulation grants are of five general ‘by’pes.9 The matched flzt

U. S. Office of Education (Washington, 1953), pe 25. A dissent from
the conclusion of this analysis seems embodied in Edger L. Morphet and
Erik L. Lindman, Public Schocl Finance Programs of the Forty-Bight
States, U. S. Office of Education Circular No. 27 (Washington, L953)e
They declare flatly that "It is possible in every State to plan =
series of related cooperative studies which will describe services and
facilities needed for a satisfactory educational program in all paris
of the Stateses” (P 65). Morphet and Lindman's determination of
needed services rests upon such apparently subjective judgments as
"eeejunior college facilities should be provided in all districtSees"
Epc 52), and that adult education should be provided in every district
Pe 52)e Such judgments are at least somewhat controversial., Purther-
more, determining when school consolidation is blocked by "eeefauliy
organization, false pride, lack of leadership, traditionees’ (p. 51) is
by no means an exercise in the impartial application of objective cri-
teria. In fairness, it should be noted that Morphet and Lindmer are
seeking tc establish bases for a foundation program (p. 64) rather than
for full egualization of educational programs.

In the following development of stimilation gramts, enalysis by
Francis G. Cornell is relied upon heavily and the terminology of the
five types of stimulation grents is accepted: "Grant-In-Aid Apportion-
ment Formules,” pps 98-10%. In the discussion of the matched equalize-
tion grant the work of Daniel S, Gerig, Jr. has been valusble. “"For-
milas for Variable Grants-in-Aid," pp. 7-8.



51

grazt allocates funds to the reciplent jurisdictions on the basis of
some'predetermined basis of need but actual payment of the allocation
is contingent upon egual matching of the allocated funds by the
grantee. The recipient jurisdiction is thus encouraged to provide suf-
ficient funds to receive the amount of aid allocated. Because part of
the funds for the support of the aided service are provided by the
granting government, the grantee can purchase a dollar's worth of the
service for less than one dollar of its own revemue. But a latent
difficulty may inhere in such a matched flat grant program. States
with limited financial resources may be faced with the loss of revenue
because of insufficient funds to match the grant on the prescribed
basis. To preclude this loss, the state may divert revenue needed for
equally or more important programs to the aided function. Thus Hansen
and Perloff, resting their analysis of matching (or other uniform-
ratio) grants on their study of past experiences conclude that
"...those govermmental units which are most dependent on ocutside aid,
if they are to maintain their services, receive the least assistance
under the present grant-in-aid system."lo

The second type of matched grant is the percentage grant. This
type of grant provides a fixed ratic at which the granting jurisdiction
will match the efforts of the grantee. However, it does not provide a
maximum dollar limitation on the grant tb any recipient jurisdiction.
The ability of the recipient jurisdictions to raise revenue from local

resources thus provides the effective limitation on the size of the

30A1vin H. Hansen and Harvey S. Perloff, State and Local Finance in
the National Economy (New York, W. W. Norton 1944}, p. 69.
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grant. The poorer jurisdictions with their iimited fiscal capacities
are thusiless able to support the aided service than are the relatively
wealthy and financially capable jurisdictions. It is possible that
such grants may stimulate the service even in the poorer states but the
potential distortion contained in the matched flat grant is also found
in the percentage grant.

The flat grant with equalized matching is the third type of
matched grant. The allocation of funds 1s made to the recipient juris-
dictions on a prédetermined basis and then the proportionate share of
the several jurisdictions is varied on some basis related to need. This
type of grant is probably more immune to valid criticism than either
the matched flat grant or the percentage grant since the advantage of
the wealthier jurisdiqtions and the extent of distortion induced by
the flat grant with equalized matching are probably not so gresat.
Nevertheless, it seems that this type of grant, to the extent that it
incorporates the matched flat grant technigue, also incorporates the
defects of that system.

Fourth of the types of matching grants is the matched equalization
grant; The amount of aid to be extended to any jurisdiction is varied
in relation to some measure of need but final payment of the allocated
funds is contingent upon matching by the recipient govermnment. The
amournt of contribution regquired of the recipients is varied and is a
function of some prescribed rate of effort and of some measure of fis-
cal capacity. The amount of the gramt actually paid may‘be reduced in

the proportion by which any grantee fails to meet the required matching
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percentage .11

The bases upon which variations in fiscal capacity can be con-
verted into contributlions required of recipient jurisdictions have been
delineated by Gerig. Utilizing state per capita incomes as the illus-
trative measure of fiscal capacity, Gerig explains these bases as

follows:

While formulas for iranslating State per capite income differ-

entials into a schedule of varisble Federal percentages can be
developed in several ways, four main types have been selected....
PThese are designated as (a) "linear interpolation” formuls, (b)
"bracket type" formula, (¢} “ratio to midpoint" formmla, and (4)
"ratio to national average” formula,
_ The "linear interpolation” formula requires, as the first step,
a2 decision as to what the most favorable and least favorable Fed-
eral percentages shall be. These percentages are assigned to the
two States with the lowest and highest per capita incomes, respec-
tively. The percentages for the remaining states are then calcu-
lated by distributing linearly the difference between the maximum
and minimum Federal percentage over the range of States....

The "bracket type" of formule involves establishing e limited
number of brackets, with perbaps 5 or 10 States in each bracket.
The assignment of States to the different brackets might be based
either on the relative ranking of the per capita income of each
State in an array--for example, by deciles or quartiles,--or on
the income bracket within which the per capifa income of each
State falls, such as $200-$300, $300-3400, and so forth....

The "ratio to midpoint” formula assumes that the figure repre-
senting the national per capits income 1s equated to 50 percent or
to whatever midpoint is selected., Specifically, it would require
the percentage of total expenditures derived from State funds in

llCorne].l, who has reduced all major types of grants to mathematical
formulae, considers this form of grant as identical with the equaliza-
tion model with the added provision that the recipient jurisdiction is
regquired to make its contribution or lose a part of the grant.
Cornell's "equalization model" is Ai = uNy - rCi where Ai is the amount
of the central grant in the ith jurisdiction, u is the standard cost of
the glven service, Ni is the number of program units in the ith recipi~
ent jurisdiction, Ci is the measure of fiscal capacity in the ith recip-
ient jurisdiction, and r is a "...rate necessary to yield all of the
standard program in the first Jocal subdivision, the one with highest
fiscal capacity per unit of need..." or r = uNi/Ci.
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each State to bear the same ratio to 50 percent (or other mid-
point) a5 the per capite income of each State bears to the nation-
al per capita incomeeeocs

The fourth type or “retio to national average" formula also

uses the ratio between n=ational and State per capita incomes 10

determine the ratios vetween the Federal ard State percentages of

participation for each State, but equates the total teo 100, In
more precise terms, the percentage of Federal participatior for
each State would bear the same ratio to the nercentage of State
participation as the national per capita income vears to the per
capita income of the Stetecses
These bases, as will be seen subsequently, are found in various forms
in the specific legislative proposals which have been introduced in
Congress to provide financial aid toc support primary and secondary edu-
cation.

The fifth type of matching grant is similar to the maitched egualia
zation grant. It is the equalized percentage grant and it differs from
the matched equalization grant in providing no fixed dollar limitation
on the grant to any jurisdiction. The proportion reguired of any
grantee is dependent upon the rate of utilization of its fiscal
resources; the actual grant is contingent upon the willingmness of the
recipients to raise funds.l3 If the policy proposition that the ability
of a government t0 raise revenue increases more than in proportion to
increases in the usual tax bases is accepted (as it is generally

accepted in the United States), then under the equalized percentage

grant the wealthier units will receive proportionally greater aid with

12Gerig, p. 8.

L3Erik L. Lindman in "Equalization of School Support Among States by
Federal Matching,” Journal of Educetional Research, XXXVII (19kS),
Ppe 580-95 suggests this type of grant as ideally suited to provide
financial aid to education.
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less burden than will %he poorer recipients. This might present no
serious difficulty if the poorer states were able to attain a minimum
service level although the danger of irresponsible spending by the
wealthier recipient units might become a possibili‘by.l£+ Increasing
controls by the granting jurisdiction to protect against the danger of
irresponsible spending by grarntees involves some loss of autonomy by
the recipient units. OSuch a loss of autonomy should be avoided when-
ever possible. By avoiding loss of autonomy, the erosion of the values
which inhere in a federal political system may be partially prevented.
The gozals of financing a minimum service level of education in the
United States, and of encouraging the States to expand their own pro-
grams of education consistent with the fiscal goals of interstzte
eaquity mey be met by reliasnce on federal granis-in-aid Or perhnaps by
some strange miscellaneous proposal, Therefore, the issue must now be
faced: which of the various programs for educational aid will coperate

most effectively to accomplish these goals?
MAJOR FEDERAL LEGISLATIVE PROPOSALS

Proposals for the provision of federal support for primary and
secondary education have increased greatly since the end of World War
Ji. Nevertheless, despite the number of mejor legislative proposals

introduced into the United States Congresses since 1946, for the

4yrsula K. Hicks has noted this potential danger in Public Finance,
(New York, Pitman, 1947), pp. 278-79. Although no discussion has been
found on the general suggestion, it may be mentioned in passing thet
increasing controls might give way to a declining ratio at which the
federal government would provide funds to a state which exceeds the
minimom foundation program at more than some predetermined percentage.
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purpose of apalysis most of the proposals can be classified into a few
manageable types. Determination of which proposals are wmajor is neces-
sarily an arbitrary process but what seems a common-sense basis for
such determination has been adopted. Major legislative proposals are
considered to be those on which legislative hearings have been held or
which have been given other serious legislative consideration. Other
proposals presenting unigque features and which differ significantly
from those proposals on which hearings have been held are also examined.
But as a general principle, dissimilarity of types of proposals is the
crucial consideration in the following analysis. When legislative
proposals in the earlier years of the period under consideration have

a recent counterpart, the discussion will be centered on the more
recent proposal.

Tax sharing proposals, the first specific type of legislative
propoéal to”be examined here designed to provide general financial aid
t0 primary and secondary education has been glven legisletive consider-
aticn although such consideration appears to have been neither exten-
sive nor serious. The most frequently suggested form of this proposal,
popularly known as fhe Scrivner plan, provides for the transfer of a
percentage of federal corporation and individual income taxes to the
states to be used for educational purposes. In the proposal as intro-

duced by Representative Scrivmer in the Eighty-Fifth Congress, the

111135 provides:

155, R. 2889 (1957). Representative Ralph Gwinn introduced the
identical proposal in H. R. 4201 (1957).
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...there is hereby authorized to be appropriated for the fiscal
year beginning July 1, 1957, and for each of the three succeeding
fiscal years, an amount equal to 1 per centum of the total of all
income taxes collected on corporate and individual incomes, under
the Interna) Revemue Code of 1954, from all the States and Terri-
tories during the previous calendar year, to the respective States
and Territories, in amounts equal to 1 per centum of the amount
of such revemnue collected in each such State or Territory, to be
used for public schoolroom construction as prescribed by the law
of each State or Territery, without any Federal direction, con-
trol, or interference.

A modified form of this proposal authorizes the use of the income tax

6

revemie so appropriated for "...education purposes only..."l rather
than for the more specific pﬁrpose of public schoolroom construction.
Representative Teague introduced a somewhat similar version of this
same plan which differed from H. R. 3256 primarily in not specifically
limiting the authorization of appropriations teo four fiscal years.17

Numerous antecedents of this gemneral proposal can be found. Imn
1549 Representative Scrivner had presented his plan in E. R. 1582 pro-
viding for revenue use for educational purposes; Representatives Long
and McVey have introduced similar proposals.l8 Representative Poff has
attempted to reach the same legislative goal by the device of a joint
resolutionl® enbellished by vigorous prefatory statements cbliguely
attacking Federal govermmental taxing programs and educational grants-
in-aid plans.

Two recent modifications of this general tax sharing device merit

187, R. 3256 (1957) introduced by Representative Olin E. Teague.
17y, R. 3255 (1957).
185, R. 6093 (1957); E. R. 6327 (1957).

198, J. Res. 76 (1957) and H. J. Res. 673 (1956).
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mention. One is Representative Hilling's variable sharing formula
which would divert one per cent of the anmal Federal income tax col-
lections in states in which collections exceed ten billion dollars;
two per cent in states in which collections are cver five billion dol-
lars but do nqt exceed ten billion dollars; three per cent in states in
which collections are over one billion dollars but not in excess of
five billion dollars; and five per cent in states in which collections
do not exceed one billion dollars,.20

The other modification appears in two closely related proposals.
One, introduced by Senator Froxmirell authorizes appropriations varying
the amount of funds payable to each state from one and one-half per
cent of federal corporation and individual income tex collections in
the fiscal year 1957 to three per cent for fiscal year 1958 and then to
five per cent in succeeding fiscal years, Unlike cther plans for shar-
ing of tax revemues the rationale of this proposal is made explicit.
After a somewhal florid declaration that "...Education has traditional-
1y been, and should remain in the hands of the State and local govern-
ments. This is a cardinal tenet of the American creed,"@2 the bill, in
Sections Two and Three, declares:

The Congress further finds that rapidly increasing costs of
education, coupled with dymamic expansion of the school-age popu-

lation, have placed financial burdens upon the State and local

governments beyond the capacity of their traditional tax resources
to bear.

205, R. 11828 (1958).
2lg, 3606 (1958).

221pid. This statement is also reproduced verbatim in S. 3687 intro-
duced jointly by Semators Proxmire, Morse, and Murray.
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It is the purpose of the Congress, in enacting this Act, to
make use of the internal revenue machinery of the Federal Govern-
ment to collect and return to the States, for educational pur-
peses, a part of the Federal individual and corporate income taxes
paid by their residents. It is further declared to be the purpose
of the Congress that no vestige of Federal control shall attach to
funds so returned, except the requirements that they be used for
educational purposes.
S. 3687 provides similar declarations of rationale and similar bases
for authorizing appropriations. The basis for distributing the reve-
nue, however, is not a conventional state-of-origin plan. Instead the
allotment to each state is to be an amount which bears the same rela-
tion to one and one-half per cent of the income tax collections in all
the states as the school-age popula.tionz4 in each stgte bears to the
nation's school-age population. After the first fiscal year of opera-
tion the autnorized allotment increases from one ard one-half to three
per cent in the second fiscal year of the act's operation and to five
per cent in the third and succeeding fiscal years. This proposal seems
to resemble a grant-in-aid using a ratio-to-national-average basis for
allocation and deriving the needed revemue from earmarked income taxes.
However, because of the uniqueness of the tie to income tax collec-
tions, the proposal 1is classified here as an unusual form of tax
sharing.

Since the end of World War II no conventioral program of separa-

tion of tax sources to provide financial support for education has been

considered seriously. Two proposals showing similarity to tax source

231bid.

24School-age population is defined conventionally as that part of
the population in the age group 5 through 17.
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separation were H. R. 5313 imtroduced in the Eighty-Third Congress by
Representative Osmers and Senmator Hill's amendment to Senate Joint
Resolution 20 introduced in the Eighty;Second Congress.25 Osmers pro-
posed that the Federal govermment return the entire proceeds, after
paying the sdministrative costs, from the tax on tobacco and tobacco
products. The payments to each state were to be made in the same
ratio as the amount derived from tobacco consumption in each state
bears to the total tobacce tax revenue. This suggestion, given prac-
tically no attention, seems much like a tax sharing proposal in which
the sharing arrangements between state and federal jurisdictions axe
unilaterelly beneficial to the states; in essence it is federal collec-
tion of a tax conceded to the state but without administrative expense
to it. Senztor Hill's plan provided that revemue from any lease
granted the federal government on the outer Continental Shelf should
be used as grants-in-aid for elementary, secondary, apd higher educa-
tion. However, the plan lacked clarily because the factual information
on which it rested was inadequate and because its discretionary provi-
sions were not definite. Indicative of the indefiniteness of the pro-
posal was the provision thet the grant-in-aid allocative pattern was
to be recommended by an Advisory Council to be created by the law.

However, Senator Eill's plan and Representstive Osmers' plan are alike

25Proposa.ls almost idenmtical with that of Senator Hill are H. R.
8372, 824 Cong., 2d Sess. (1954) introduced by Represemtative Angell;
H. R. 7904, 84th Cong., 2d Sess. (1956) introduced by Representative
Green of Oregon; H. R. 9689, 85th Cong., 2d Sess. (1958) introduced by
Representative MacDonald; and H. R. 10290, 85th Cong., 2d Sess. (1958)
introduced by Representative Udall. No legislative counterpart of
Representative Osmers' proposal has been found.
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since both seem to grant the states exclusive jurisdiction over the tax
receipts after federal administration and collection of the tax. Per-
haps even more accurately the plan might be characterized as the ear-
marking for educational purposes of the proceeds from a specific federal
revenue source. Obscurity is found in both proposals. Outer Continen-
tal Shelf revenues are uncertain in amount26 and their distrivutional
basis undetermined. Furthermore, as will be seen subsec_uent]_y,27 ade-
quate state-by-state tobacco consumption statistics upon which the
QOsmers plen rests are not currently available on a basis that can be
accepted without serious question. These facis, along with the somewhal
dubious nature of the proposals, probably explein in large measure why
they were rever given significapt consideration.

Most of the legislative measures which have been considered seri-
ously have provided for firnancial aid by federal subvertions. Even
before World War II some consideration had beer accorded suggestions o
ald education. The most famous of the precursors of the postwar propos-
als was the Thomas-Hill.Taft bill28 which was pushed so vigorously in
the Seventy-Ninth Congress by the late Senator Robert A. Taft. An even

earlier proposal, the Thomas-Hill Educationel Finence Act of 194329

26genator Hill, in introducing the proposal, indicated that total
lease revenue might exceed forty billion dollars in the aggregate out
uncertainty about rates of returns made prediction of the yearly reve-
nue very tenuous if not impossible. Congressional Record, 3238 Cong.,
lst Sess. Vol. 97 (1951), p. 6237.

2Tohapter III, p. 97.
285, 181, (1945).
295, 637, (1843).
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suggested the development of the extensive legislative concern now
manifest,

Fundemental similarities in the numerous major legislative propos-
als provide a basis for examination of them. Following the classifica-
tion of general types of grants-in-aid, the fiscal plans contained in
legislation to provide financial support for elementary and secondary
education can be categorized as (1) unmatched flet grants, (2) matched
flet grants, (3) flat grants with equalized matching, and (4) matched
equalization grants. A consolidation of the major lsgislative proposals
introduced which indicates the significart financial provisions as well
as the related bills introduced is presented in Appendix A, the
choice of the specific act fo which detailed consideration 1s given,
the decision rests primarily on the time sequence of the bills but in
some instances, ease of consolidation or political prominence of a
suggested enactment has dictated its choice as the key bill. Such
choices are reflected in the organization of the Appendix. Omitted from
the digest of the laws are details concerning the administration of the
various plans, This issue, to which some attention is devoted subse-
quently, sometimes seems to be the decisive factor in the final legisla-
tive action. Thus Senator Taft's proposal in 194730 seems to have been
defeated as much because of the emotion aroused by the provision author-
izing non-public schools to share in the appropriations as because of

intrinsic fiscal defects. And the 1947 defest of the bill to aid

505, 472, 80th Cong., 1st Sess.



education>l was due as much to the violent Southerm opposition springing
from the United States Supreme Court decisions requiring eventual raéial
integration in public schools3Z as to the lack of merit im the bill.
Important as these psycho-social factors may be, they are beyond the
scope of this study.

Analysis of legislative proposals contained in the Appendix, like
the discussions of the enactments, is based or copies of bills, the
legislative hearings held or the various bills, and on digests of
bills .33 Furthermore, a detailed study of the Appendix will show that
the classification of specific bills presents major problems in that
while some bills seem to be unicgue they display a kinship to other sug-~
gested legislation that mekes them appear alsc as a subtype of such an
earlier proposal. Some proposals might have been placed in a different
category than the one actually used. In every case, however, the classi-
fication finally adopted seemed as defensible as eny other possible

classification.

UNMATCHED FIAT CRANT-IN-AID PROPCSALS

Unmatched equalization grants do not seem to have been accorded as

51y, R. 1, 85th Cong., 1lst Sess. introduced by Representative Kelley
of Pennsylvanisa.

32Brown v. Board of Education of Topeks, 347 U. S. 483 (1954) fore-
shadowed in Sweatt v. Painter, 339 U. S. 629 (1950).

334 complete list of the relevant hearings is found in the Bibliog-
raphy. Digest of Public Bills with Selected Resolutions (Washingtou,
Iegislative Reference Service of the Library of Congress) has been pub-
lished yearly since 1946 and is & valusble source of consolidated in-
formation about legislative proposals. The digested bills, however,
apparently are not accorded egqualidy of treatment since the detail pro-
vided is much greater for some bills than fer others.




extensive legislative support as matched grants have received. The late
Sengtor Taft is most closely connected with the unmatched equalization
proposals imbtroduced. Im 1947 the first of the postwar Taft proposalss4
was designed to alleccate funds to the states on the basis of educational
load as measured by school-age populations ard by the level of annual
income payments. No state matching was required but the eligibility of
the states to receive allotted funds was contingent upon the utilization
of state resources at a level considered to\represent an acceptable min-
imum. In the early years of the act, failure to ulilize resources at a
level deemed adequate would have led to reduced allctmeqts to deficient
states; in later years failure to utilize resources adequately would
have led to complete denial of allotmermts to such states. This attempt
to promote equalization grants encountered the frequently recurring
argument that it was nol just to exbend aid to only some of the states
since all states paid taxes from which the aid funds were derived,3®

As a result of this argusent the Taft bill was approved by the Senate
only after s provision allotting a minimum grant per school-age child
for every state was approved. Thus the Taft proposal, which in the
beginning was an equalization grent, lost iis essential equalizing

character .36 The Taft bill as approved by the Senate in 1948 was

343, 472, 80th Cong., 1lst Sess.

35111ustrative of this position is the statement of Senator Ives of
New York during Senate debate on the bill. Cong;essional Record, 80th
Cong., 2d Sess., Vol. 94 (March 24, 1948), p. 3351.

36gsenator Millikin in & colloquy with Sepator Taft indicated that
the abandomment of the equalization principle by the provision of a
minimum flat grant per pupil for each state was a ",..very dangerous
precedent....” Senator Paft did no more than imply agreement with
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resubmitted the following year.37 It was again passed by the Senate
but the House of Representatives took no action on the proposal. There-
after, ummatched equalization grants for education have received no ser-
ious attention from Congress.

Unmatched grants have beern proposed regularly since 1947. Some of
the early introductions reflected the immediate postwar concern for the
effect of inflationary pressures on the relatively fixed incomes ¢Z
teachers. These legislative proposals were designed to augment teach-
ers' salaries, The Green-McGrath 111138 would have provided funds
directly to school districts and would have conditioned the allotment
on the number of pupils in eaverage daily attendance. On the other hand,
the McCarran pr0posal39 would have made allotments to the states on the
basis of a variable scale relsted to the specific salary paid to each
teacher. In 1947 Representative landis also introduced legislation
specifically to raise teachers! salaries;40 in 1949 Representative
Kearns presented a similar bil1.%l It should be noted that these pro-
posals not only would have limited the recipient states in their deter-

mination of the area of their greatest educational need but alsc would

Senator Millikin although it mey e inferred that Senator Taft consid-~
ered the provision a necessary political compromise without which pas-
sage of the bill was unlikely. Congressional Record, 80tk Cong., 24
Sess., Vol. 94 (March 24, 1948), pp. 3346-51.

37
S. 246, 81st Cong., lst Sess. (1949).

583, g1, 80th Cong., 1st Sess. (1947).
595, 170, 20th Cong., 1st Sess. (1947).
405, R. 1942, 80th Cong., lst Sess.

“lg. R. 2584, Slst Cong., 1st Sess.
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have provided a direct salary subsidy to a single occupational group in
the economy. Consequently, proposals specifically designed to augment
teachers' salaries received little consideration between 1947 and 1958.
In 1958 the provision of funds for a teachers' salary supplement
again was suggested.42 The proposal of Representative Metcalf would
authorize the designation of a part of each state's allotment to be made
under the act as a teachers® salary component. However, there is ne
requirement that any part of the allotment actually be used for the aug-
mentation of teachers' salaries. If all the funds allotted to a state
are needed to remedy the shortage of school facilities in that state,
then all funds may be so used. The teachers' salary component which is
defined in the bill as a residual would not exist for that state.
Metcalf's bill was reported favorably to the full Eouse Committee on
Education and Labor by the Subcommittee which held hearings on it, A
proposal by Senstor Murray%® is a counterpart of the Metcalf bill.
Hearings were alsc held on the Murray bill. Both these bills would
utilize detailed @echniques toAdetermine whether state effort to support
education vas adequate. Inadequate state effort, defined both in terms
of utilization of annual state income and in terms of the dollar level
of current public school expenditures per pupil, would be a basis for
reducing state zllotments for either salary assistance for teachers or
for school facilities comstruction. Generally, however, most proposals

not only for ummatched flat grants but also for grants of other types

42H, R. 10763, 85th Cong., 2d Sess.

435, 3311, 85th Cong., 24 Sess. (1958).
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have been directed toward the provision of school facilities; they have
not included provisions for teachers' salary supplements.

Unmatched flat grant proposels to provide support for elementary
and secondary educationsl facilities have been numerous. The earliest
of significant postwar oroposals was that of Senator Aiken introduced
in 19247.%% Funds were to be provided for both public and non-public
school ald., Allocations to states were tc be based on the ratic between
state and national totals of pupils in average daily attendance. Vari-
ation in the yearly appropriations authorized was provided; authorized
appropriations after 1952 were to total not less than $1,200 million.
Both state and local school admirnistrative units were required to pro-
vide a prescribed minimum support for education before allotments could
be received.

Modification of the Aiken proposal has occurred frequently since
1947, ©None of the proposals specifically authorized appropriations as
great as those provided in the Alken bill although a number of them
authorized such funds as Congress deemed necessary to carry out the pur-
poses of the proposals. Variation in the basis for determining each
state's allotment also is found. Representative Byrnes proposed that
aid be extended on the basis of the state educational hudget as it was
related to the state income payments.4S Each state was to receive an
allotment if a given percenmtage of its income failed to yield at least
60 per cent of its current public school expenditures per child in aver-

age daily attendance. The percentage was to be increased gradually

445, 199, 80th Cong., lst Sess.

45§, R, 4711, 8lst Cong., 1st Sess. (1949).



until it reached a specified maximum.

In 1954 Representative Bailey partially adopted the allocative
formuls of the Aiken proposal but with the added proviso that sllotments
were to be varied inversely with income payments made to each state .48
The allocative formula of the Bailey bill has reappeared in at least
five major legislgtive proposals which would extend aid by the ummeliched
flat grant technique (See Appendix A).

The 1954 propesal of Senator Clements*? incorporated the Aiken
allotment formula completely. The major modification of the Clements’
bill was the inclusion of minimum and maximum limitations on the allot-
ments'to the states. A specific dollar minimum was prescribed for each
state; each state's maximum was defined as a percentage of state and
local expenditures for public school construction.

One of the more elaborate of the unmatched flat grant propesals
alsq was 1lntroduced in 1954 by Representative Holt.48 Holt's plan was
unigque in the unusuel allotment formula it embodied. Seemingly the
formula was the outgrowth of the analysis of Dr. Erick L. Lindman.%9
The bill provided that for those states in which a small fraction (0.4
of 1 per cent) of the state income would not yield a minimum amount

($20) per school-age child an eguslizing allotment would be made. Tne

46y, R. 7467, 834 Cong., 2d Sess.

475, 259, 83d Cong., 2d Sess.

48y, R. 8868, 83a Cong., 24 Sess.

43pr, Lindman, Professor of School Administration at George Peabody
College for Teachers, presented his position in Federal Aid for School

Construction, Hearings, Subcommittee of U. S. House Committee on Educa-
tion and Labor, 83d Cong., 24 Sess. (Washington, 1954), pp. 38-47.
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equalizing allotment would be the amount needed to provide the pre-
scribed minimum sum. After the equalizing slloctments had been ascer-
tained any additional appropriations would be distributed on the basis
of the formula originally proposed in the Aiken bill. States were
encouraged to spend a prescribed minimum of their income on education
by & provision that would have reduced allotments to states failing to
spend at such a level.

The Aiken formula provided the allocative basis for one-half of
the appropriations authorized in the 1557 Morse-Clark 111,50 Phe
other one-half was to be allocated on the basls of the ratic of the
weighted state school-age population to national weighted school-age
population. To determine the weighted school-age population, actual
school-age populations would be adjusted in such a manrer that actual
and weighted populations would be equal in the state with the highest
income per school-age child. As state income per school-age child
decreased relative to that of the wealthiest state, the weighted school-
age population would be increased correspondingly.

Unmatched flat grants, then, display wide variance not only in the
appropriations authorized but also in the allocative bases proposed.
Some of the proposals contain partially equalizing provisions; some pro-
vide penslties for fallure to make certain prescribed minimum effort
toward educational support. Either directly or indirectly all of the
major proposals utilize some measure of school-age population (either
total or in average daily attendgnce) as a basis for determining the

allotment of authorized appropriations, Nevertheless, although the use

505, 1134, 85th Cong., lst Sess.
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of the unmatched flat grant technigque is a common characteristic of
these proposals, diversity of the proposals remains a predominant fact

about them,
MATCHED FIAT GRANT-IN-AID PROPOSALS

Except for the legislative introduction of Senmtor Robertson®l in
1948, no major legislative consideration was extended to matched flat
grant proposals until 18954. In 1854 Representative Kearans offered a
unique legislative program,52 The funds to be authorizead by his bill
were to be distributed among states on the basis of the ratic of the
cost of constructing needed classrooms in each state to the toftal na-
tional cost of such comstruction. The somewbat odious administrative
task of determining the correct size of the state needs was to pe dele-
gated to the United States Commissioner of Education. Equal federal
and state matching of allocated funds was to be required.

Introductions of matched flat grant proposals in 1955 were numer-
ous (éee Appendix A); they were also quite unlike the Kearns' proposal
of the previous year. Typical of the 1955 bills is the Humphrey-Ives
plan.53 Under the provisions of this bill funds were authorized as Con-
gress found neceséary 1o implement the act and state allocations were
to be based on the often-suggested state-to-national school-age popula-

tion ratios. States were required to match federal funds equally.

Slg, 137, sist Cong., lst Sess.
52§, R. 10052, 83d Cong., 2d Sess.

535, 480, 84th Cong., lst Sess.
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In both the allocational basis and the mstching requirement the
Humphrey-Ives bill was like the Robertson proposal of 1948. However,
the Robertson bill was essentially a public-works program with adminis-
tration vested in the Reconstruction Finance Corporation; the Humphrey-
Ives bi)ll was a more conventional educational aid program with adminis-
tration delegated to existing federal and state educational agencies.s4
In 1957 the extensive introduction of matched flat grant proposals
continued. The usual pattern of great variation in the appropriations
authorized also continued but other alterations of significance also
were made., Most famous of the 1957 proposals was the bill introduced
by Representative Kelley.55 Initially it provided that state allct-
ments were to be made on the state-to-nation school-age poPglation ratios
and that equal federal-state matching of funds was to be required. The
House Commlittee on Educetion and Labor, in its version of the Kelley
bill, retained the original bill's formula for distribution of one-half
of the reduced appropristions that were authorized. Egual matching was

prescribed for allotments both from this portion of the funds and also

for the other one-half to which a different and more complicated formula

S4The rash of matched flat grant proposals in 1955 may owe its
appearance in no small part to the 1954 testimony of Dr. Edgar Fuller,
Executive Secretary of the Council of Chief State School Cfficers. Dr.
Fuller argued that the flat grant system was becoming a more popular
technique for distributing school 2id with "...the equalization that is
inherent in the Federal tax system itself...” as the appropriate device
for redressing the fiscal inferiority of the relatively poor states.
Federal Aid for School Consbruction, Hearings, Subcommittee of the U, S,
House Committee on Education and L&hor, 834 Cong., 24 Sess., p. 65.

55H R. 1, 85th Cong., 1st Sess. Thils bill had a counterpart in the
1956 Kelley bill H. R. 7535, 84th Cong., 2d Sess., which was defeated
by the House of Representatives.



72

was based on state allotments computed by subtracting the product of .55
and the state's ratio of income per child of school age to the corres-
ponding national income datum from l.0C. This allotment ratio was Then
used as a weight for adjusting the school-age population of the siate;
the state adjusted school-age pcpulation to national adjusted school-
age pepulation ratic was to be the basis for allocating the second halfl
of the total appropriations authorized. Many bills were introduced in
1957 which differed from the originel Kelley proposel in no major suo-
stantive way except for the appropriations authorized; reintroductions
in 1958 also foliowed the pattern of that bill (see Appendix A).

The characteristics of the metched flat grant proposals can be
delineated. The proposals enjoyed a vogue in the early years of the
period under survey, diszppeared quickly from the group of seriously
considered legislative proposalé, and then resurged in recent years.

No clearly discernible reason for the resurgerce can be determined
though the willingness of representatives of professional educational
organizations56 to accept the equalizing effects of the federal tax syse-
tem as adequate to redress state fiscal disparities may have been an

important contributing :E‘ac'tor.57 The proposals for mztched flat

56phis characterization of groups such as teachers?! college faculty
and administration and members of educational organizations such as the
Netional Education Association and the several state associztions is
not a2 happy one. Other professions in other academic disciplines (such
as the American Economic Associlation, the American Philosophical Asso-
ciation, or the American Mathematical Society) are equally professional
and 'no less interested in the guality and quantity of education in
America., But rather than coin a pew term "professional educational
organization” will be given its popular, although only somewhat ine
accurate meaning here.

5Tprofessional economists have seldom appeared to testify on federal
educational grant proposals. For example an examination of the 1955
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grants, as for most kinds of grants, displayed marked variability in the
eppropriations authorized. However, only two of the proposals did not
utilize the state;to-national school;age population ratioc as the basis
for allocating appropriated funds. OFf the two other allocative pro-
grams, one involved a difficult administrative plan for distributing
funds on the basis of classroom needs; the other adopted a complicated
variant of the more common school-age population allocative formula.

It should be noted that the most comprehensive legislative consideration
was reserved for the most complicated of the matched flat grant propos-

als, a plan which still commands legislative attention.

LEGISIATIVE FROPOSALS FOR FLAT GRANIS-IN-AID

WITE EQUALIZED MATCHING

Until very recemtly in the postwar period, legislative proposals
to provide federal finmancilsl support for elementary and secondary edu-
cation by the use of flat grants-in-aié and egualized matching contin-
ually have been present. The first of the major legislative suggestions

to utilize such an aid plan was a bill introduced by Senator Neeley and

hearings on federal ald proposals which totaled over 1300 pages reveals
that only one economist, Frank L. Fermbach, testified in the capacity of
a professional economist. The testimony of Mr. Fernbach, of the Ameri-
can Federation of ILebor-Congress of Industrial Organizations research
department was introduced obliguely during the presentation of the
director of the AFL-CIOQ department of legislation. Other persons who
testified may have been trained economists but their testimony was
given in other official capacities. However, the hearings are replete
with testimony of representatives of professicnal educational organiza-
tions including such diverse groups as the National Education Associla-
tion, the Pontiac, Michigan Board of Education, and the Derby, Kansas
public school administration, Federal Aid for School Construction,
Hearings, Subcommittee of the U, S. House of Representatives, Committee
on Education and Labor, 83d Cong., 24 Sess. (Washingtom, 1955), Pt. I,
pp. ili-ix; Pt. II, pp. iii-viii; Pt. IIX, pp. iii-xii.
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ten other senmators.°® The allotments were to be based on the recurrent
formula of state-to-nation school-age population ratios. But equal fed-
eral-state matching suggested earlier gave vay to variasble federal
matching percentsges falling between 40 per cent and 60 per cent of the
authorized state school construction cost. The federal percentage was
40 be determined by utilizing the linear interpolation formmle. The
most favorable percentage was to be assigned to the state with the low-
est three-year aversge per capite income; the least favorable to the
state with the highest of such state incomes. The federal percentages
Tfor other states were to be based on linear interpolaticn which would

be varied inversely with the prescribed state income data., This propos-
al, as an examination of Appendix A reveals, has been reintroduced in
Congress frequently.

A second major legislastive introduction in 1949 was the Rumphrey
bill to provide aid in meeting the need for school facilities.”® It
followed the allocative formula of the Neeley bill but proposed that
federal matching percentages be determined by the ratio-to-midpoint
formula. Like the Neeley bill the Humphrey proposal would have utilized
the three-year average annual per capita income. The federal matching
percentages were to bear the same ratio to 50 per cemt as the state in-
come bore to that of the United States but federal percentages were not
?o exceed 75 per cent nor to fall below 33 1/3 per cent, As it fre-

guently happens, modifications of some of the features of this bill led

585, 287, 8lst Cong., lst Sess.

595, 1670, 81st Cong., lst Sess.
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to closely related legislative introductioms.

The Humphrey bill, though it was not reported favorably by the Sen-
ate Committee on Iabor and Public Welfare which held hearings on it, did
provide the basis for a legislative introduction on behalf of the Commit-
tee.0 The Committee proposal changed the specific dollar authorization
of appropriations contained in the Humphrey bill and provided authoriza-
tion of appropriations as Congress found necessary, It also provided
that federal matching percentages were to be determined by the linear
interpolation formula of the Neeley bill rather than the ratio-to;mid-
point formula of the original Humphrey bill., The committee bill was
passed by the Senate but received no further favorable legislative ac-
tion. Once again modifications of the Humphrey bill, both as it was
introduced and as it had been altered by the Committee, were subsequent-
ly introduced into both the House of Representatives and the Sensate.

In 1355 Senator Smith of New Jersey and a group of co-sponsors
introduced a billbl which embodied substantially the recommendations
President Elsernhower had made to the Congress.ez The plan for the
state allotments of the appropriations authorized was to be the state-

to-national school-age population ratios. Federal matching percentages

805, 2317, 8lst Cong., 1lst Sess. (1949).

61g. 968, 84th Cong., lst Sess. Title IIT of the bill contained the
provisions providing subventions to aid eiementary and secondary
education,

52president Eigenhower's recommendations to Congress were made in a
specisl message on February 7, 1955. The text of the message is found
in Congressional Record, 84th Cong., lst Sess., Vol. 101 (February 7,
1955), pp. 1243-44. The recommendations were not limited to a program
of financial grants for ald for elementary and secondary education.
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vere to be determined by a ratio-to-midpoint formula; federsl percent-
ages were not to exceed €0 per cent nor be less thar 40 per cent of the
cost of any approved project. Between these percentages the federal
percentages were to be varied inversely with state three~year annual
average per capita income.

The proposals for the use of federal educational subventions uti-
lizing the flat grant and equalizing matching technique have displayed
less diversity than has been shown in the genersal types of grants thus
far examined, However, the usual diversity in suthorized appropriations
is encountered in a survey of the proposals. In the choice of an allot-
ment basis the recurring school-age population ratio formula is preva-
lent; ro significant variant of this arrangement appeared in the major
legislative introductions of this type. Of Gerig's four methods for
determining matching percentages three are utilized; only the bracket
method has no legislative representative. A moderate preference for
the ratio;to-naﬁional average formula seemed to exist but the ratio~to-
midpoint technique also commanded important legislative support. More-
over it may be noted in conclusion that although since 1955 major leg-
islative introductions proposing flat grants with equalized matching
have not appeared, the past support for this technique for educational
ald has been provided by influential Congressmen; among them Senators
Neeley, Bricker, H. Alexander Smith, Humphrey, Hill, and Murray, and

Representatives Bailley, Perkins, and Elliott.
LEGISIATIVE PROPOSALS FOR MATCHED EQUALIZING GRANTS

The first major legislative proposal for matched equalization grants
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to aid elementary and secondary education appeared in 1953 in Repre-
sentative Frelinghuysen's proposa.l63 dbut it was in 1955 that the number
of such proposals increased sharply. The Frelinghuysen bill of 1853
would have determined the state allotments from the appropriations
authorized by first determining the “federal percentages” for each state
and then by reducing the products of the state school-age populations
and the federal percentages to the ratios they bore to the sum of such
products of all the states. Federal percentages, not to exceed 75 per
cent nor fall below 33 1/3 per ;ent, were to be determined by the use
of the ratio-to-midpoint technigque. The percentages were to be 100 per
cent less the percentages which bore the same ratio to SO per cent as
the state per capita income bore to the natiopal per capita income, A
minimur dollaxr state allotment was to be vrovided. In the use of the
funds, the federasl share was not to exceed either 40 per cent of the
total comstruction cost of any approved project or a flat dollar amocunt
per school child to be accomodated, with the lesser sum to prevail.
Other similar bills were introduced in subsequent Congresses,

However, Senator Cooper's bills of 195364 were both better known
and more sericusly considered than the Frelinghuysen proposal. The
allotment plan of the first Cooper bill was almost identical with the
Frelinghuysen plan but in the partiel incorporation of & modification

of the Hill-Burton principle of distribution,55 the second Cooper bill

85H. R. 9841, 834 Cong., lst Sess.
645, 2292 and 5. 2601, 834 Cong., 1lst Sess.

65ane "HEill-Burton principle™ is generally applied to the grant-in-
eid allotment technigue embodied in the Hospital Survey and Construc-
tion Act, 60 Stat. 1040 (1946). The principle is analyzed in Johnson,
p. 173-75.
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was & ploneer in major legislative inbroductions. The second Cooper
pill would have adopted completely the Hill-Burton principle for distrib-
uting one-h2lf of the appropriations; the other one-half would have been
distributed on & modified ratio-to-midpoint basis.

As the Hill-Burton principle would have operated in the second
Cooper proposal federal percentages were to be computed for each state.
These percentages were to be derived by using the ratio-to-midpoint
technique; however, in computation 45 per cent rather than 50 per cent
was to be used as the midpoint. Then for each state a percentage was to
be determined which bore the same relation to the midpoint of 45 as the
state per cepita income bore to the national per capita income; the fed-
eral percentage was to be 100 pexr cent less the state figure. A maxi-
mum federal percenmtage of 75 arnd a minimum of 33 1/3 were established.
Next, the state school-age populations were to be mwultiplied by the
squared federal percentages and the resulting state products reduced to
the ratioc they bore to the sum of such products. The resulting ratios
were to be the state allotment shares, The squaring of the percentages,
the characteristic feature of the Hill;Burton principle, has the effect
of increasing the relative share of total funds accruing to the poorer

states with the larger federal percentages.®6 The second Cooper bill

68rnere seems to have been no evidence submitted to establish the
allocations by the use of squared percentages as more defensible than
they would be without squaring. A simple illustration may suffice to
indicate the unanswered questiorn the application of the Eill-Burton
principle would have raised. TIwo states, A and B, with per capite in-
comes of one thousand and two thousand dollars respectively and with
identical school-age populations would have federal percemtages of 70
per cent and 40 per cent if the specific provisions of the Hill-Burton
principle in the second Cooper act were applied, If appropriated funds
were distributed on the basis of these unsquared percentages state A
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reduced this effect somewhat by providing that the half of the funds not
allocated or %he Hill-Burton principle were to be allotted by multiply-
Ing the state school-age populations by the unsguared federal percentages
and then reducing these products to the ratios they bore to their sum.
The total state allctment for any state was not to exceed a specific
vercentage of total funds appropriated nor was any state o receive less
than a prescribed dollar minimum. The Frelinghuysen proviso on matching
wes adopted in both the Cooper bills. The Education Subcommittee of the
Senate Committee on Lebor and Public Welfare reported the second Cooper
bill favorably on July 9, 1953 but no further Congressional action was
taken on it.

Subsequent Congressiocnal intrcductions varying only slightly from
the second Cooper bill have continued to appear. Representative
Frelinghuysen whose initial proposel hzd picneered the matched eguali-
zation plans accepted the allotment formula of the second Cooper bill,
His second bill, introduced in 195h,67 was reported favorably by a
special succommittee of the House Committee on Education and Labor.

Like its Cocper counterpart however, no further action was taken on the

would receive $1.75 for each one dollar received by State B, If the
percentages are squared State A would receive approximately three dol-
lars for each one dollar received by State B. The important unanswered
question is whether State A should receive aid funds of one and three-
fourths times, twice, or three times as great as State B. If, as it is
so often assumed, the per capitz income is an accurate measure of respec-
tive state needs, then it would seem that the appropriate ratio for aid
to State A and State B would be two to one. As a matter of fackt,
Studenski in his detailed study of the measurement of relative state
need, did conclude that state fiscal capacity and state needs were best
measured simply by per capita income payments to individuals.
Studenski, p. L.

65, R. 10149, 83d Cong., 24 Sess.
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new Frelinghuysen bill.

In 1955 Senator Hill and twenty-nine other Senators introduced an
aid proposal®® which in allotment technique followed the Hill-Burton
principle as it had been embodied in the second Cooper bill. The full
appropriations were to be allotted on this principle with minor modifi-
cations, Maximum and minlmum federal percentages of 70 and 40 were to
replace those of 75 and 33 1/3 contained in the Cooper bill. The dollar
level of the minimum state allotment was to be doubled, A ratio-to-mid-
point formula was established for the formulation of federal matching
percentages which were to fall between 33 1/3 and 66 2/3 per cent. The
midpoint adopted was to be 50 per cent and state percentages were to
bear the same relation to this midpoint as the state per capita income
bore to the national per capita income. The federal percentage for each
state was to be 100 per cent minus the state percentage.sg The use of
the squared federal percentages would provide the same relatively in-
creased aid for the poorer states that has been indicated previously =as
e characteristic effect of the application of the Hill-Burton principle.
However, the feature of varisble matchiqg percentages would have pro-
duced the added effect of more nearly equalizing the efforts required
of the poor and the wealthy states to provide the funds for taking up

the full state allotment.7°

685, 5, 84th Cong., lst Sess.

8%nder the Hill-Burton Act a federal matching percentage of 33 1/3
per cent of the cost of approved projects was provided for all states.

T0fhis is in sharp contrast to the requirement in the Hill-Burton
Act that all states match federsl grants on the same basis. This Hill-
Burton Act provision necessitates a greater effort from poorer states



81

Senator Clements also presented a matched egualization grant pro-
gram to aid education. His 1955 legislative eutry71 authorized the same
appropriations as the 1955 Hill bhill but the allotment formule was more
complicated. In the Clements bill the total appropriation was separated
into two equzl parts. Different allotment formulas were 0 be applied
to each half. One-half was to be sllocated among the states on the basis
of state-to-national "effort" ratios; the other one-half on the basis of
state~to-national "need” ratios. State effort indices, which were to de
computed as a preliminary step in determining the effort ratios, were
defined as the products of the state school-age populations and the gquo-
tients secured when the averages cf total staie and local school expend-
itures for the previous three years were divided by state income pay-
ments received in the most recent year., The national effort index was
the total of the state effort indices., State need indices, alsoc to be
computed as a preliminary step, were defined as the products of the
state school-age populations and the guotients secured when the United
States average annual per capita income was divided by the state aver-
ages of annual per capita income; the national need index was the total
of the state need indices. The state asllotments from the equally divided
gppropriations were then determined to be the amounts which bore the
same relation to appropriated sums as the state effort and need indices

bore to the national effort and need irdices. The matching limits

to raise the funds to secure the full amount of the allotment than it
necessitates from richer states. This problem of the Hill-Burton Act
is analyzed in some detail in Johnson, ppe L7E-75.

s, 4, 34th Cong., 1st Sess.
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esteblished provided that on no approved project was the federal share
to exceed 66 2/3 per cent mor to be less than 33 1/3 per cent of the
total. It should be noted that the effect of the effort allotments
would have been to extend relatively more aid 4o those states which when
compared with other states are using the greater relative share of their
income for educational supporﬁ.72 On the other hand, the effect of the
need allotments wes to extend greater aid to the poorer states.
Modifications of the Clements! proposal also were presented, Allot-
ment of all appropriated funds or the basis of the need ratios of the
Clements?® proposal was suggested in a bill introduced by Representative
Watts.T3 Senator Smith of New Jersey introduced a proposall® allo-
cating all funds on the basis of the effort ratios, modified To provide
that any state whose average state and local expenditures per public
school. child equalled the national average of such expenditures would
be assumed to have a state effort index corresponding to the rationel

effort index. Between 33 1/3 and 66 2/3, the federal matching

T2The long-run incentive effect of such a proposal might have become
very great had it become more than an emergency program. Wealthy
states, spending a relatively small portion of their income on educaw
tion, might have been encouraged to increase educational expenditures
sharply and thus to increase their share of federal funds; less wealthy
staetes might have found such an increase very difficult. But the
existing state patfern of state income then being spent on educabtion
would have favored the poor states in the 1953-1954 school year.
Details on state and local public educational expenditures es a per-
centage of income payments is found in a research report of the National
Education Association incorporated in the testimony of Barl J. McGrath,
Federal Aid to States for School Construction, 85th Cong., lst Sess.
(Washington, 1957}, Pt. I, pe L33.

T38. R. 1633, 84th Cong., lst Sess. (1955).

Ths, 2905, Biith Cong., 24 Sess. (1956).
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percentages were to bz varied inversely with the state income per
school-age ¢hild and within the prescribed limits, specifically were
defined to be the state zllotment percentages.

The President's 1955 call for action to remedy the shortage he
found to exist in school facilities led t0 a number of legislative pro-
posals for matched equalization grant-in-aid programs. Mr.
Frelinghuysen submitted a proposa175 in response to this c¢all which
introduced a new element into the formuls for determining state allot-
ments. Basic sllotmenis were to be determined by adjusting state school-
age populations by allotment ratios. The state allotment ratios were
simply the need ratios as formulated in the Clements!' bill of 13855 and
expressed as decimal fractions rather than as percentages. State allot~
ments were to be reduced to any state which failed to spend as great a
percentage of its income per school-age child on school expenditures as
was spent on &n average natiorally. However, if the state average dol-
lar expenditure per school-age child equalled the national average dol-
lar expenditure per school-age child, no reduced zllotment penaliy was
to be imposed. The state allotment ratios were also to be the federal
matching percentages within 33 1/3 per cent &and 66 2/3 per cent limits,
Extensive legislative modifications and duplications of this propesal
have recurred since 1955 (see Appendix A) varying the appropriations
authorized, altering the decimal fractions used in computing the allot-
ment ratios, and changing the maiching percemtages. Some of these

rather complicated proposals are now before the Congress; they will

75g, R. 3976, 85th Cong., lst Sess.



probably continue to appear as long as the guestion of federal aid to
education remzains a public policy issue of importance.

An attempt to synthesize proposals for matched egualization grants
to provide federal support for elementary and secondary education is
very difficult. Other types of proposals have seemed to display a
veiled, but nonetheless discermible, pattern of development, Such &
patterc in the evolution of matched equalization grants, iT a patiern
exists at all, is more obscure. The usual disparity ir the appropria-
tions authorized again appears but the allotment bases display greatl
diversity which legislative consideration did little to reduce.
Through time complications in vnroposals were developing. Motivating

the proposals seems to have been an attemp® to provide zid to the more

fo]

needy states that were willing to make significant efforts to meet
thelr needs by extensive use of their own fiscal rescurces. However,
no consensus as to the preferable fechnigues for either determining the
extent of need or for determining the effort that can be expected in
meeting The need seems to existi.

A survey of the major types of aid proposals that the federesl
zovernment might utilize in providing fiscal support for elemertary and
secondary education seems to indicate that grants-in-aid are the most
practicable technique. Miscellaneous suggestions of separation of iax
sources, tax sharing and even the creation of advisory commissions have
been made bui the preponderance of support seems to have been received
by grants-in-aid proposals.

Grants-in~aid may be undertaken to accomplish many goals and the

grants may take many forms in attempting to reach the chosen goals. In
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education, however, the most prominent legislative ends apparently are
the achievement of a minimum level of educational facilities in all
states and a stimulation of improvements in the guantity and quality of
education provided by the states. Stimulation grants of various types
rather than full egualization grants seem {0 be more likely to receive
favorable Congressional action if favorable action does oOccur.

Stimulation grants may teke one of five major forms although in
the field of education the two types (the matched percentage grart and
the equalized percentazge grant) which provide no fixed dollar limitation
on the grant to any state, have not received legislative consideration.
The other three major tyves of zrants (matched and unmetched flat grants,
matched equalization grants, and flat grants with equalized matching)
have veen represented by legislative proposals to ald elementary and
secondary education firnancially.

The examinatior of specific legislative enactmerts comprising the
types of grants represented indicates that wide variation is charzcter-
istic both of the types of grants and of the proposals comprising each
class of grant. The matched flat grant proposals which in the early
years of the period under consideration seemed to be in a legislative
ascendancy apparently have lost legislative favor. In receni years
the unmetched flat grant technique for aid, currently represented by
Representative Metcalf's proposal, seems to have acquired significant
legislative support. On the other hand, the more complicated types of
grents represented by the bills incorporating the Hill-Burton aid for-
mula, modifications of this formula, and even more complicated formulae,

seem to have lost popularity. Matched flat grants have continued to
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reappear constantly and to be given serious consideration as indicated
by the strong, if not sufficient support, for the Kelley bills in 1955,
1956 and 1957. Flat graunbs with equalized matching have been accorded
serious legislative study although both The number of introductions
and the degree of support have been less than found for the various
forms of flat grants.

If the numerocus legislative proposals are considered in the aggre-
gete, diversity 1s the foremost characteristic encountered., Appropria-
tions authorized range from relatively small amounts $0 the potentially
limitless amounts that authorizations "as Congress deems necessaxry" may
imply. Allocative bases run from the relatively simple, but often-
proposed, state-to-nationel school-age populaticon ratios to the compli-
cated modifications of the Eill-Burton principle. Matching formmlsae
are also widely varled. No simple synthesis of these divergent ele-
ments seems to be defensible., In the final analysis the economic simi-
larities probsbly carn be ascertained only as the economic and adminis-

trative effects are determined arnd compared.



CHAPTER III

DEVELOPMENT OF A STATISTICAL FRAMEWORK FOR THE MeEASUREMENT

OF THE ECONOMIC EFFECT (F LEGISLATIVE PROPOSALS

Inteiligent choice among the various legislative proposals for fed-
eral financial support of primary and secondary education seems to rest,
in nc small pary, on the relative consonance of the proposals with the
maximization of fiscal equity. Anslysis of this issue must proceed,
therefore, to an examinetion of the impact of the fiscal system upon
vhich the specific proposals would be grafted. This raises the cues-
tions of the incidence of taxes upon various income groups in the sever-
al states,

In passing it should be granted that equity analysis can never be
more than partial. The earlier premise that in the last apalysis equity
is personal retains its vaelidity. But the pbysical impossibility of
calculating the net fiscal burden of each person in 2 nation of more
than 165 million persons is spparent, An approximation of this net fis-
cal burden of various income groups is probably the best that can be
secured. No denial of the disparities among members of income groups
is even remotely implied. Rendering the problem menageable recuires a
compromise with reality.

Likewise, it would be a mistake to fail to recognize the differen~

tial impact of local fiscel policies as they impinge upon mewbers of
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income groups within a state. Abstracting from this differential impact,
however, seems defensible on twe bases. First, the problem can be kept
relatively manageable only by this abstraction and second, if states
recognize the equity consideration presupposed hereafter to be valid,
then state policies do {or will) operate to reduce intrastate inequities.

Change, as a pervasive attribute of modern economic life, will
also cause snifts within states through time. Perhaps most economic
change in times of relative peace is evolutionary and, therefore, not
rapid. Consequently, it should be remembered that while a static anal-
¥ysis may be pursued with profit, it remains true that {time-produced
alterations destroy some of the apparent validity of conclusions predi-
cated on those static assumptions.

Once the preliminary but general qualifications have been made
explicit, the ratiomale underlying the meeasurement of the economic
effects of the proposals under consideration may be detalled. The
rationale is a two-part one. First, the burden of taxation within the
several states is determined by income brackets and second, changes in
net tax and expenditures burden resulting from alternative proposals are
related to the prevailing fiscal structure. Presumsbly, and in the
absence of other offsetting disadvantages embodied in the proposal, the

economically most desirable proposal would be that which moves closest

to the concept of fiscal equity presented earlier.
ALLOCATIOR OF FEDERAL TAXES TO THE STATES

The initial step is to determine a defensible basis upon which the

total tax burdens falling upon the several states may be determined.
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Of paramount importance is the determination of the state-by-state inci-
dence of federal taxes. For reasoms t0 be discussed subsequently it was
decided that an attempt would be undertaken to confine the analysis to
the year 1954,

Fortunately allocation of federal taxes among the states can be
undertaken on the basis of a methodology elready presented and modified
by Professor Mabel Hewcomer® and Selms J. Mushkin and Beatrice
Crowther.2 In some reletively minor cases the allocative procedures of
these two studies were not identical so a choice of procedures was re-
quired. As will be explained subsequently ir each case, choice fimally
was grounded in what seemed the preferable deductive or methodological
reasoning. Generally, insofar as it had been possible in the later
Mushkin-Crowther study, the technlques utilized in the KRewcomer study
were approximated and common bases for allocation of federal taxes to

the states adopted.5

lMabel Newcomer in Federal, State, and Local Piscal Relations, U. S.
Preasury Department Commitiee on Intergovernmental Reiations, 78th
Cong., lst Sess. S. Doc. 69 (1943), pp. 185-225.

2Selms J. Mushkin and Beatrice Crowther, Federal Taxes and the
Measurement of State Capacity, U. S. Departwent of Health, Bducation,
and Welfare, Public Health Service, Division of Public Health Methods
(Washington, 1954), pp. 5-15. This work also discusses several lesser
known states studies of federal tax burdens. These studles seem consid-
erably less precise than either the Newcomer, or the Mushkin and
Crowther study. A study by Paul Studenski in 1943 deals in a more gen-
eral vay with the question of fiscal capacity of the states, Measure-
ment of Variations in State Economic and Fiscal Capacity, Federal
Security Agency, Social Security Administration, Bureau of Research and
Statistics Memorandum No. 50 (Washington, 1943).

SMushkin and Crowther, p. 14, Table 2, indicates the bases of allo-

cation used in both the Newcomer study and in the Mushkin-Crowther
study.
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The dats for the federal tax collections for 1954 were taken from
the official releases of the Internal Revenue Service. These taxes
were then allocated among the several states yielding the results shown
in Table X. Individual income tax payments were allocated among the
states on the basis of collections in those states. Seemingly this
allocation is subject to no serious difficulty but a possibility of
some imprecision should be noted. Internal revenue individual income
tax collections are classified on the basis of the "...location of the
internal revenue district in which the return was filed...."¢ 1In one
case, the classificatory procedure may lead to an error of some size
since residents of New Jersey and Connecticut may file returns in the
New York internal revenue district. ZEarlier studies encountered a simi-
lar problem in the case of Virginia and Maryland residents who filed
returns in the District of Columbia internal revenue district.® This
latter problem, however, has been eliminated almost entirely by the
classification of returns filed in the District of Columbia in the state
indicated by the taxpayer's address,.® Nevertheless, probably the best
allocstive technique, imperfect though 1t may be, is to assign the indi-
vidual income tax to the states on the basis of collections. Likewise,
estate and gift taxes are probably best sllocated among the states on

the basis of collections.

“y. s. Treasury Department, Internal Revenue Service, Statistics of
Income: 1954, Individual Income Tax Returns for 1954, I.K.S, Fublica-
tion No. 79 (Washington, 1957), P. 24,

SNewcomer, p. 207.

Sstatistics of Income: 1954, Individual Income Tax Returns for 1954,
Pe 24.




TABLE I

mmm'mmmcz OF FEDERAL TAXES, BY MATOR CATEGORIES, BY STATES, 1954
(Thousania of Dollara}

91

eT ntion Soc¢iel Icsurance Gift and Estate

Stato ? m’;ﬁ:‘mm 11:;?..; Tax? Bxcise Taxes® Contritutionsd Taxss®
Alsbama 223,474 129,072 125,458 53,332 3,673
Ardzona 3.22:1;0- 2,502 48,145 23,885 2,59
Arkeneas 122,352 62,385 765156 25,947 2,b43
California 2,712,538 2,239,400 982,17k 491,174 95,098
Colorado 242,683 176,398 109,539 44,901 74633
Connecticut 79,527 735,711 176,372 119,078 32,86
Delavare 292,882 281,808 32,490 28,652 30,540
Florida 441,261 582,975 219,946 105,372 20,363
Geargia 320,837 2%0,935 238,834 72:229 71267
Idaho 68,057 25,814 37,669 12,540 1,07
Ilinois 2,131,72 1,409,037 621,562 407,427 59,137
Indiana 68‘*,03§ 268,900 220,486 131,164 11,989
Towe 324,799 167,794 146,330 63,188 8,800
Eangas 285,953 186,921 126,410 60,712 11,291
Eentucky 279,260 228,027 135,682 64,787 7,624
Louisiana 301,572 161,340 118,651 58,016 8,622
Maine S ,161 131,223 55,300 27,202 4,139
Maryland 511,408 415,182 170,230 105,570 25,119
Massachusetts 861,47 1,103,566 371,851 201,558 41,005
Michigea 1,523,997 761,525 387,222 271,157 41,536
Minnesota 428,629 311,924 198,011 203,607 11,620
Mississippi 93,956 58,082 64,887 25,113 2,056
Missouri 636,757 546,405 307.757 149,227 21,615
Montansa 83,707 27,966 46,533 14,455 1,427
Nebraska 176,026 107,560 108,508 Lb, 931 5,927
Nevada 55,585 47,326 21,268 9,144 7,411
Fev Hampahire T 5769 98,955 41,409 18,38L 3,171
New Jersey 1,166,222 909,956 372,976 210,646 32,856
Nev Mexico 82,591 32,268 40,178 14,799 1,287
New York 3,643,412 4,224,955 1,161,055 761,614 185,666
Korth Carolina 304,673 260,295 181,417 86,197 14,508
North Dakota 45,446 15,058 29,198 9,97k 853
Ohio 1,670,881 1,120,776 585,347 339,485 47,146
Ol zhoma 257,366 163,491 95,028 50,452 6,681
Oregon 270,500 131,223 105,126 47,905 4,653
Pannsylvania 1,871,750 1,764,102 664,110 430,542 &l ,uh7
Rhode Ialand 133,250 159,189 51,579 30,520 10,655
South Caroline 140,929 83,897 91,779 39,150 3,788
South Dekots 55,392 27,966 42,149 11,355 1,035
Tennsases 297,279 172,096 155,303 68,681 7,452
Texas 1,208,671 669,02k 511,543 230,399 34,855
Utah 83,989 45,175 Lo,572 17,6L3 893
Varmont 33,979 81,746 23,160 12,760 1,323
Virginia 415,799 363,553 225,386 91,883 §,929
Washington 500,075 221,57k 167,674 73,113 12,081
West Virginia 184,574 134,004 203,884 43,241 1,803
Wisconain 531,899 359,251 184,521 111,033 12,536
Wyoming Ls,083 23,663 19,261 7,976 1,359

Total 26,433 :79“ 21,512,011 E0,0HI,RIG 5)“25.9&0 933,396

Bpliocated to states an the beais of collections.
bAllocated to Btates on basis of incoms paymonts from dividends.

CExcise tax ellocation to states based on a conmolidaticn of specific tax allocation bassd on the fellowing
spacific allocative patterns: Retallers' excises; telephons, tolegraph, radio and leansd wire excises;
narcotics and marihusna taxes; azusement toxas; and solocted miscelienscus excimes allocated on the basis of
collactions; mlcolol taxes allocatsd op ths basis of liguor stors Bales; gasolins, oll and diesel fusl taxes
allocated on ths basis of private commercial highway use of motor fuele; memufscturers’ excises on sntamobiles
and parts allocated on total motor vehicle reglstrations; tazss on CGugar; cocodut amd other vegotabls oils
allocated on basis of food Store reteil pales; selscted menufacturers’ excises and the tax on transportation
af property allocated on the basis of totel rotail sales; tobucco tazss ellocated cn the basis of tobacco
consumption; tax on transportation of persons allocated on the basis of Population, mnd stamp taxes {excluding
playing card taxes) allocated on the basis of income payzente from dividends.

@Jmplomnt tax porticn of social insurance contrituticns allocated on the basis of retall salen; the
Federal Insurance Contributions Act tax based on =n alloeation of the empioyses' contributicn of ane-half
allocated on basia of texabls payrolls; the employers' renaining one-balf allocated oqually an the dasis of
total retail sales and on income payments from dividends; the rallrosd retirement tax 1s allocated cue-half
o the basis of collecticns to represent the employeos' coatribution aod the Temalning cne~balf allocated es
the exploysrs' share of the Federal Insurance Contributions Act tax.

®Altocated to the states an the basis of collections.

Scurces: Computad from faderal tax data taken from U. S. Treaeury Department Oﬁico of Commissionar of
Internal Reverme, Anoual Report of ths Commissioner of Ioternal Revemuo for the Fiscel Yosr Fxaded June 3C,
la?;; I.R.8. Publication No. 55 TWashington, 1955/, Pp. Wh-63. Cubtoms Teceipts, Imeluded Vith orcifes-
S?.a:: rczgmn. s.tlztaau&? Department, Combinad Statement of Receipte Expenditures and Ba.lanceeﬂ% the United

g Government for the Fiscal Year 30 5 U 5, Tressury Document No. 3152 (Wasbimgton
155577 P- 5. Bociel insurance contributions data taxsae Frem U. S. Preaident, The Budget of the United étatoa

Govermment: for the Fiscal Yoar Ending Junme 30, 1956 (Washimgton, 1955), p. 14T,
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The corporation income tax was allocated among the states on the
basis of the proportion of total income from dividends accruing to each.
The proportions accruing to the states were computed from the pattern
of dividends (after exclusions} reported on 1954 individual imcome tax

returns with adjusted gross income.’

This represents a departure from
the Newcomer study in which the distribution was made on the basis of
combined income from dividend and interest payments received. However,
the Newcomer analysis actually lends its support to the procedure
adopted here. Professor Newcomer expressed her reason for the alloca-
tive rationale chosen, declaring that corporation texes were distrib-
uted "...on the assumption that these taxes reduced dividend payments
by the amount of thevtax collected...."8 And then she observed paren-
thetically that "...Interest was included with dividerds because of the
unaveilability of separate data...."? ZLending support to this decision
is the fact that the Mushkin-Crowther study also adopted the use ef in-
come payments from dividends as an slternative basis of allocation; the
other basis was the income from dividends and interest combined.l® The
decision to use the combined interest and dividend income payments
allocator probably reflects more an interest in comparing the 1940

Newcomer date with the situation prevailing ir 1951 than a conviction

of conceptual correctness., For it seems that payments made to dividend

"Ibid., p. 71, Table 3.
aﬁewcomer, p. 208.
91bia.

OMushkin and Crowther, p. 1l4.
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receivers from corporate earning will reflect more accurately the basis
upon which corporate tax payments reduce income in states than does the
alternative basis., Stamp taxes, excluding playing card taxes, are also
ellocated on the basis of income payments from dividends.

The ellocation of social insurance contributions involves arbi-
trary decisions that are by no meens indisputable, Federal insurence
contributions sre assumed to have been borrne by states in a pattern
similar to that of the Newcomer study.ll Ore-half of the total repre-
senting the employees?! contribution, assumed to be unshifteble, is allo-
cated among the states in proportion to the distfibution of taxeble pay-
rolls,l2 The remsining one-half, representing the employers'! share of
the tax, is assumed to be only partially shiftable. The one-hslf of

the employers? share which is assumed to be non-shifteble is alloceted

on the basis of income payments from dividends; the remainder is shifted
forward to the consumer and allocated among the states irn proportion to
the state shares of totei retail sales.t3 The extent of departure from
the Newcomer technigue is not & major one., The employees?! share which
the Newcomer study allocsted on the basis of collections has been

altered here to utilize more recently aveilable data on the wages

l;Newcomer, Pe 209,

L2Computed from U. S. Depertment of Commerce, Bureau of the Census
and U. S. Federal Security Agency, Bureau of Old-Age and Survivors
Insurance, Cooperative Report, County Business Patterms, First Quarter,
1953, Pt. I, U. S. Summary (Washington, 1955), pe (, Table L-Be This
data, which exclude self-employed and railroad employees, are based on
January-March, 1953 reports.

13Computed from U. S. Department of Commerce, Bureau of the Census,
U. S. Census of Busimess: 1954, Vol, II, Reteil Trede--Area Statistics,
Pte I, U. S. Summary and Al@bama-Mississippl (Washington, 1956), DPe L=
39, Table 1l-H.
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sut ject to social security taxation. The collection data on social
security taxes by states for 195k unfortunately were unavailable except
in a consolidated report of Federal Insurance Contributions Act taxes
and income taxes, The segregated totals, available in the federal bud-
get,ll¥ could however be reduced to ar allocative patiern similar but not
identical to that utilized by Professcr Newcomer.

Railroad employment taxes are allocaied or the basis of & patiern
as nearly identical to that of the Federal Insurance Contributions Act
tax as has been pessible, The employees? share of the total has been
allocated on the basis of collections;ld the remaining one-half has
been allocated on the same basis as the employers' share of the Federal
Insurance Contributions Act. The controversial nature of the bases of
allocation of these taxes can probably be repeatved with wisdem; indeed

. eeli0 brief is

Miss Newcomerts concluding caution is echoed here:
held, however, for the exact proportions of the tax that have heen
distributed here to these three groupso"l6

Allocation of unemployment taxes poées even more knotiy problems

then the social insurance allocations just examined. A simplified

assumption of the Mushkin-Crowther study was adoptedl! and the entire

Wofrice of the President, The Budget of the United States Govern-
ment for the Fiscal Year Ending June 30, 1956 (Washingtom, 1955), p.
.

Loy, s. Treasury Department, Office of the Commissioner of Internal
Revenue, Annual Report of the Commissioner of Internal Revenue for the
Fiscal Year Ended June 30, 195K, l.R.S. Publication No. 55 (Washington,
1955), pp. 44=45, Table I,

16Newcomer, Pe 209.
LTMushkin and Crowther, p. 15.
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amount allocated on the basis of retail sales. This allocation on the

exclusive basis of retail sales rather than in part on income payments

from dividends has the effect of increasing.the proportion assigned to

low-income states.l8 Nevertheless, the relatively small portion of the
total federal tex revenue derived from this sourcel® and the unresolved
controversy surrounding the incidence of This tax would seem to justify
the adoption of this arbitrary approach of limited validity.

The allocation of the various excises involved use of various
bases. After the excises were sllocated they were consolidated into a
single total for each staﬁe. Alcohol taxes were allocated among the
states on the basis of liquor store retail sales,20 Taxes on sugar,
coconut and other vegetable oils were allocated in proportion to food
store retail sales.?l The excises on gasoline, oil and diesel fuel
were apportioned on the basis of the state pattern of private commer-
cial highway use of motor fuels;z2 menufacturers' excises on suto-
mobiles and parts were apportioned on the basis of motor vehicle regis-

trations.2> Selected manufacturers' excises (including, among others,

1BI.bid., D. 44,

19511ghtly less then one-helf of ome per cent.

ZOCOmputed from Y. S. Department of Commerce, Bureau of the Census,
U. 5. Census of Business: 1954, Vol. II, Retail Trade--Area Statistics,
Pt. I, U. 5, Sumary and Alabama-Mississippi (washington, 1956), pp. i-
46, Tsble 1-J.

2lpid.

ZZComputed from U. S. Department of Commerce, Bureau of Public Roads,

Highway Statistics Summary to 1955, (Washington, 1957), pp. 7-8, Table
G-223A. - s R BRI

ZSCOmputed from U. S. Department of Commerce, Bureau of Public Roeads,
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such miscellaneous taxes as those on electric, gas, and oil appliances,
mechanical refrigerators, quick-freeze units, sir-conditioners, radio
and television sets, phonographs and their components, mechanical pens
and pencils, cameras, business and store machines, and sporting goods)
and the tax on transportation of property were treated as they had been
in the Newcomwer and the Mushkin-Crowther analyses.24 Retail sales were
used for allocation of ghese taxes and also for the allocation of cus-
toms. The tax levied or the transportation of persons was distributed
on & population basis.%® Retailers' excise (including taxes on furs,
jewelry, luggage, and toilet goods), taxes on telephone, telegraph,
cable, radio, and leased wire service, narcotic and marihuana taxes,
and amusement taxes were allocated on the basis of collections.?8
Tobacco taxes which theoretically are borne in proportion toc con-
sumption of tobacco products (& theory both the Newcomer and the
Musbkin-Crowther studies accept) presented difficulty. Conceptually

the issue of allocation is clear but unfortunately not readily

Highway Statistics, 1955 (Washington, 1957), p. 42, Table MV-1. Motor
vehicle registrations, adjusted by the Bureau of Public Roads to maxi-
mize comparability among figures reported by state registration
agencies, include registrations of all publicly and privately owned
automobiles, buses, and trucks except military vehicles and some farm
trucks in Connecticut, New Hampshire, New Jersey, New York, and Rhode
Island. Motorcycles are also excluded.

24Newcomer, p. 207; Mashkin-Crowther, p. 14.

25¢computed from U. S. Department of Commerce, Bureau of the Census,
"Estimates of the Population of States: July 1, 1950 to 1956," Current
Population Reports: Population Estimates, Ser. P-25, No. 165, November
4, 1957, p. 6, Table 2. o

zsAnnual Repért of the Commissioner of Internal Revenue for the

A — A ————rtre—— — ——
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available, adeguate allocative series could be found. Extensive pub-

lished research on tobacco consumption is aveallable but despite detailled

o

regional information, state-by-state consumption data are not includ-
ed,27 Miss Newcomer's consumption pattern, based on pre-1540 Social
Security Board estimates of consumption, seems relatively outmoded and
therefore the data utilized in the Mushkin-Crowther study were adopted
as an allocative basis. Those dats had been developed by correcting
trade association (the Netional Tobacco Tex Research Council) data for
1951 to provide coverage for states for which the trade association
presented no data.2® The general unavailability of any other specif-
ically relevant series, coupled with the likelihood that computation of
a rew series wculd not prove supericr, seemed to justify the use of this
series.2? It is on the basis of this tobacco consumption pattern hy
states that tobacco taxes have been allocated.

The estimated incidence of the various taxes by states were then
consolldated into the five major categories of the personal income tax,
the corporation income tax, excise taxes, social insurance contribu-

tions, and gift and estate taxes. The resulting interstate tax

2ltne study was undertaken by the U. S. Department of Commerce
Bureau of the Census as a supplement to the February 1955 Current Popu-
lation Survey. The results are contained in William Haenszel, Michael
B. Shimkin, and Herman P. Miller, Tcbscco Smoking Pattern in the
United States, U. S. Department of Bealth, Education, and Welfare,
Tuplic Heallh Service Monograph Fo. 45 (Washington 18586).

28Mushkin and Crowther, p. 52. The states for which the association
presented no data were those states which did not levy a cigarette tax.
The adjustment of these data was based on estimates by Mushkin ard
Crowther.

29mid., p. 45, Table A-2.
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incidence, by categories, is presented in Table I.
STATE TAY BURDENS BY STATES

To the federsl tax burden falling on each state must he added the
state tax burdens. Data on the 1954 state tax burdens are readily
available.30 There are, however, difficulties which Inhere in the
available information, Thus, while the %ax receipis from the individual
income tax and from the corporation net income tax are generally segre;
gated, the corporation income tax is consolidated in the income tax
recelpts for three states--Alabama, Louisiana, and Missouri,31
Alsbame’s tax revenue indiceted as derived from the corporation net
income tax represenbts a tax collected from financial institutions
only.sz No attempt has been made to isolate the portion of the indi-
vidual income tax receipts which corporate net income tax revenue repre-
sents; no adeguate basis for such segregation seems to exist. The
Michigen tax on adjusted business recelpts, classified by the Census
Buresu as & miscellaneous tax haes been classified here as net corpora-
tion income tax. This decision is based partly on the fact that to
treat this tax as a miscellanecus revemue source and thereby to include
it in the excise and miscellanecus tax category seemed to introduce s

significant error in classification. Alsc providing partial support

300 S, Department of Commerce, Bureau of the Census, Compendium of
State Government Finances in 1954 (Weshington, 1955), pp. 11, 19-20,
Table 5 and Table 11.

Slnia., p. 11, n. 1.

321nia.
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for the classification undertaken here is the professional opinion thad
the Michigan tax, in fact, does represent partially a business tax on
ret income,33

Social insurance contributions have been adjusted to eliminate
from the totals those payments mede by local governments to state
retirement, unemployment compensaticn, and workmens' compensation sys-
tems, This adjustment reflects the apparent fact that it is local tax-
ation which must provide the covering revenue and thus does not, and
will not, on the present tax dasis, necessitate recourse to state taxa-
tion. Earnings on social insurance trust investments are 2lso excluded
since, as earnings, they do not require recourse to state taxation.

The property tax is now relegated primarily to local government

use in most states ,34 although it does yield some state revenue in

33carl S. Shoup has discussed the peculiar nature of value-added
taxes of which the Michigan tax seems & variant. "Theory and Background
of the Value-Added Tax,” Proceedings of the National Tax Association,
1955, (Sacramento, National Tax Associaticn, 1956), pp. 6-19. Clarence
W. Lock, Depuly Commissioner of the Michigan Department of Revenue has
declared that the Michigan tax "...must be resolved to be a form of
income tax. It is not a gross income tax and neither is it a pure net
income tax....” "Administrative History of Michigan's Business Activ-
ities Tax,"” Proceedings of the Rational Tax Association, 1955,
(Sacramento, National Tax Association, 1956), p. 21. It should be
noted also that this peculiar tax is not confined to corporations but
falls on &ll types of business activity although the exemption from
taxation of the first 310,000 of adjusted business receipts may elimi-
nate many small enterprises from coverage.

S40nly five states--Arizona, Montana, Nebraska, Nevada, and
Wyoming--secured more than ten per cent of their total $ax revenue from
the property tax in 1954. Only Nebraska secured more than 20 per cent
of its revenue from the property tax. Computed from Compendium of
State Covermment Finances in 1954, p. 11. The extreme varisbility in
the existing state property taxes was indicated in a2 review of such
1953 taxes in Harold L. Henderson, "An Analysis of the Forty-Eight Tax
Systems 1n 1953," Proceedings of the National Tax Association, 1954,
(Sacramento, National Tax Association, 1955), pp. 164-66.
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forty-five of the stetes. All of the forty-eight states, however, uti-
lize sales and gross receipis taxes of some type (either general or
selective), The tax revenue derived from this source is consolidated
with revenue derived from severance taxes, document and stock transfer
taxes, licenses, poll taxes, and other miscellaneous receipts. This
consolidatior may introduce error suosequently when it is undertaken e
allocate tax receipis to the several income groups within the states
but this procedure is utilized to retain comparability with the under-
lying technique on which income-brecket allocation will be based.3?

Thus the total state tax burden by states can be reduced to six
major categories of irdividual income taxes, corporaticn rnet income
taxes, death and gift taxes, property taxes, excise ard miscellaneous
taxes, and social insurance cortributions. State tax revenue by these
major sources for 1954 is presented in Table II.

One difficulty in attribuiing the burden of state taxes exclusive-
1y to the persons residing in the state®of levy should be noted. Cor-
poration income taxes need not impinge exclusively upon the persons
residing in the state levyipg that tax. If any portion of the state
corporation net income tax can ve shifted, then that portion of the tax
may fall upon consumers of the product of the corporation located in

other states, And even if the corporate net income tax cannot be

35Richard A. Musgrave, et al., "Distribution of Tex Payments by
Income Groups: A Case Study for 1948," National Tax Journal, IV (1951),
p. 20 and p. 52. Professer Musgrave seems $0 have retained this classi-
fication when, in 1955, he testified before a Congressional committee,
Richard A. Musgrave, "The Incidence of the Tax Structure and Its Effect
on Consumption,"” Federal Tax Policy for Economic Growth and Stability,
Subcommittee on Tax Policy, Joint Committee on Tax Policy, Joint Commite
tee on the Economic Report, 84th Cong., lst Sess. (Washington, 1955),
Pe L10,
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TABLE 1l

STATE TAX REVEWIES, BY WAJOR SOURCEY, 195k
{Thonsands of Dollars)

Individnal Corparation Doath ard fropsrty Excize and Social
Stats » Not Inpom + X e Inrsyrance

Income Tax Tax 0ift Tnxee Taxss imcellansous Cont.ribat.iomd
Alabama 15,2m 1,0% M8 9,161 133,738 18,203
Artzona 5,098 5,032 ) 10,976 56,620 17,465
Arkanaag 3,013 8,114 174 2B 93,23 8,089
Caiifarnia 94, 2th 126,811 25,532 79,58¢ 217, 1% T o
Coternidr 1, [ L 2,725 7,027 83, k71 9,9k3
Conrecticut caanres 25,337 9,517 20k 130,2hk 1,083
Dalaware 10,945 besrvea 74265 1,325 22,k50 1,508
Florida rersans rhesass 2,090 6,196 259,480 21,320
Georgla 13,053 13,121 612 1,1l 195,766 23,093
Tdaho 5,218 2,508 280 7,016 %,871 6,192
I1linots esstana Chasase 12,191 35 533,118 80,117
indisna Carnees 8,775 th, b6 257,707 28,172
Tomn 20,781 2,258 5,157 130 159,96 12,229
fanaag 11,537 3,550 2,271 B,h2e 114,263 11,701
Kontunky 20,193 8,12 2,798 12,mh 9k W70 20,935
Loutninna 17,028 farias 2,153 10,660 26k, R59 23,93
Mairm Ceevaue vereaes 1,890 a83 53,622 9,6%
Maryland 28.,A5) 13,0 3,713 6,255 128,710 18,283
Masaachuon the 71,539 050 1, 383 227 216,231 103,859
Wichigan ceerens 23,4023 10,430 .42 th9,h9n 59,800
Kinrosota 50,917 i, 508 h,073 12,hh7 164,13 23,793
Utast=aippd €, a0 EaREet ™o LIS 10,7 1,007
Manqurd 29,1 ceennen iy Sl 7,530 185,10 17,300
Monlera ke 1,Mm2 1,1 l,237 27,138 8,532
Nobraaka PO TN 105 19,657 5,08 3,9%
Hovadn L. . [N PN 2,735 15,111 7,511
Mow Hampahire 1,271 [PPPIN 1,45 14501 Ny LT 7,575
New Jorsey PO sereves 1x,909 2,707 170,207 106,782
Naw lMexico 237 1,052 226 i, 9 T li, 880
How Yoorle 351,057 200 ke 2?, 250 2, h7, 200 ?11’1,5’45
Uarth Curelfng 30,0132 1,07 I, 65A YR 207,410 32,829
Horth Deketn 2,612 P 1% 3,207 Yo, one h,979
Chin 6,55 7,0 511,703 147,52
Ok 1 hern 7,411 7.90) 1, 3k - 183,047 12,060
Oropmm h1,52 1,011 3,0l n 546,07 T 27,63
Pemarglvania (L., .. ' 121,797 35,815 1,kR0 A 122,110
Fhatn Talnpd cerrers 7.01Q73 2,20 erboas g, 70 h, R
Sonth Samaline 12,50k 1,305 730 1,859 PRSI 15,748
Jortth Daketa arenane 1hR Nt 3 nn 1,033
Tennaaenn 3,0 16,06 3,190 cieaees 171,750 24,2
Texns e . creraes 6,139 28,00 5,759
Utk 5 658 3, 902 liels 3,050 6,706
V2 rmnnd Shar 2,02 [ded Y 2,998
Yirginin 30,202 21,950 2,008 10,738, 10,374
fanhington feiares aweses . Hhn 10,83 62,9%
dfynl Virpinia - reerven 1,850 W2 1en, e h 23,557
dinaconatin 71,203 L7,85k 74579 19,/ 11,814 272,089
Aycmine 26). 4,071 i, 713 3,633

TFar Lhren statpg--ilabwma, loutninra, and ¥inmveurd ——the cecparaticn fawim A< o

sLaoarn Lahalalad with
the individual lncome tax meraipts,  No mrbitmry soparation was unidertaken here.

Prha Michigan tax on adjusted tuaimns roceipts haa beon tmsrperated In the corporatisn ned (ncoge LRx
mcolpt 3. ¥ichlgm doaa.not have a soparate corporation net incene tax.

€included in this caterary are sales and gross receiptn taxes, savorante taxas, dooiniit a'd yhack treansfer
tnxes, llcaaos, pold taxes and other miscellanoms receipts,

dixcinded nrs 1oar} cove mmnt cmtritutionn te state empleyw, retiroment, unemnl-wvymnt conmpanaatisn, and
workmonn compensat lon systeme. Also excluded are state seial inmramte S™3s camingd M invetimaha,

Sonrce: Adn‘r!.n:'l frea U, S. Departaont of Commercs, Burean of the Cenmis, Znmrendius 2f State ‘imvarseeat
finnngss In 1854 (Washinglon, 1955), p. 11 and pp. 19-20,
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shifted in any part (as traditional theory has conmtended), there is
still no necessary correspondence of residence between owners of the
corporation whose income is reduced by the tax and the residents of the
taxing state. Nevertneless, in the apparent absence of any satisfactory
basis for distributing state corporation net income taxes among the
several states, the assumption is adopted here that corporation net
income taxes fall upon the residents of the state levying the tax.

Some other state taxes mey be subject to interstate shifting but the
difficulty in such cases is probably of little importance coupared to
the difficulty which inheres in the assumption adopted about corporation

net lncome taxes.

DETERMINATION OF TAX AND EXPENDITURE ALLOCATORS BY

SPENDING UNIT INCOME BRACKETS

Fiscal equity, however, is concerned not with equalization of the
fiscal burdens among the states but smong individuals. As a practical
matter, this means the equalization of fiscal burdens among income
groups in the several states (ebstracting from comsideration the local
fiscal burdens which are of no little importance), This, in turm,
necessitates an attempt to find satisfactory bases for the apportion-
ment of tax burdens within the states.

The year chosen as the basis for this tax incidence analysis was
1954. 7This decision was grounded in two consideratioms. First, allo-
cators for states shares of federal taxes could be rendered more pre-
cise by using the relatively accurste and up;to;date information con-

tained in the 1854 Census of Business and second, and more important,
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utilization of Professor Musgrave'!s tax allocation technigues for 1954
could be adapted to this study.36

Musgrave was interested in answering the question of which income
groups in the United States bear the burdens of combined federal, state,
and local taxes. To secure an answer, he modified slightly ané appliled
the techniques of the 1948 tax incidence study he had directed.3? Both
of these sgtudies were attempts to measure the tax burden falling upon
the spending units38 as they were distributed among income brackets.
In the 1948 study the income brackets used ranged from "Under $1,000"
upward to $5,000 in increments of $1,000; two additional brackets of
"$5,000-$7,500" and "Over $7,500" were utilized,3® In the 1954 study
these brackets were altered, ranging from "0-$2,000" upward in $1,000
increments to $5,000 and then utilizing brackets of "$5,000-$7,500,"

"$7,500-$10,000," and "Over $10,000."0 The income brackets utilized

35Musgrave, "The Incidence of the Tax Structure and Its Effect oo
Consumption,” pp. 96-113.

57Mhsgrave, et al., "Distribution of Tax Payments by Income Groups:
A Case Study for 1948."

38u A spending unit is defined as all persons living ir the same
dwelling and related by blood, marriage, or adoption, who pool their
income to meet fthelr major expenses. A husband and wife living together
are always included in the same spending unit even though they do not
pool their separate incomes. All children under 18 years of age,
irrespective of their incomes, are included in the spending unit of
their closest relative...." "1955 Survey of Consumer Finsnces:
Purchases of Durable Goods in 1954--Technical Appendix,” Federal
Reserve Bulletin, XTI (1955), p. 471. The use of the spending unit
seems preferable to the use of the individual taxpayer or the family
in the analysis of the groups upon which the durden ¢f taxes falls.

3gMusgrave, et al., "Distribution of Tax Payments by Income Groups:
A Case Study for 1948," p. 11l.

4°Mnsgrave, "The Incidence of the Tax Structure and Its Effect on
Consumption,” p. 97.
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in the 1954 study seem to be preferable to those used in 1948 because
of tThe added detail provided in the upper income brackets and so, if it
were possible, the use of the 1954 brackets would seem to be the pre-
ferable basis in projecting tax burden studies. Unfortunately neither
the 1948 nor the 1954 study income brackets can be adapted to the
present study without modification. The reason different income group-
ings must be used arises from the fact that the income tax information
which must be used tc adjust Musgrave's national data to corresponding
state values does not utilize income brackets for 1954 identical with
either of the Musgrave groupings.41 Therefore, in allocating tax bur-
dens among the income groups in the states, the income brackets that
were necessitated were 0-$2,000, $2,000-$3,000, $3,000-$4,000, $4,000-
$5,000, $5,000-$10,000, and Over $10,000. These brackets were the only
ones wnich could be adopted and which would provide a direct and neces-
sary relation between data presented in the Internal Revenue Service
reports and in Musgrave's study. The loss of detail occasioned by =
reduced number of income classes 1s both regrettable and unavoidable.
Professor Musgrave, in allocating the specific taxes among the
income classes chosen, placed heavy relisnce upon data of the University
of Michigan Survey Research Center which undertakes an annual survey of
consumer finances for the Federal Reserve System, From the data avail-
able, percentage distributions of certain variables over the spending
unit income brackets were determined by Musgrave. Thus, spending unit

money income, spending units, consumer expenditures, dividend receipts,

4lstatistics of Income, 1954: Individual Income Tax Returns, pp.
72-74, Table 14.
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and other similar variables were allocated among the income brackets.

The allocative process will yield results that, at best, are ilmpre-
cise, This Protessor Musgrave has expressed with honest clerity when
he cautioned in 1954 that such tax incidence studies as he presented
were subject to "...A1l sorts of theoretical and methedoleogical quali-
fications....™2 To build upon the conceptual and methodological qual-
ifications and assumptions of the Musgrave anslyses will necessitate
incorporating those same qualifications and assumpiions with their
strengths and weaknesses in this anslysis,

Determinations of the percentage of money income received by the
spending units in each income bracket ir each state was undertaken by
analysis of the relation between national and state adjusted gross in-
come as reported in federal income taxes and the spending unit income
distribution of the Musgrave study. First, {he percentage of adjusted
gross income falling in each income c¢lass in the pation was determined
for 1954. Thus, seven per cent of adjusted gross income (as reported
on both taxeble and non-taxable returns) fell in the 0-$2,000 income
class. For the following edjusted gross income brackets the percentage
of the total adjusted gross income contained was as follows: $2,000-
$3,000, 9.6 per cent; $3,000-$4,000, 13.9 per cent; $4,000-$5,000, 15.4

per cent; $5,000-$10,000, 35.5 per cent; over $10,000, 18.3 per cent.3

427Phe Incidence of the Tax Structure apd Its Effect on Consumption,"”
p. 102. The extensive discussion of qualifications in 1948 is found in
Musgrave, et al,, "Distribution of Tax Payments by Income Groups: A
Case Study for . 1948 " pp. B-12.

437mege figures were computed from Statistics of Income, 1954-
Individusl Income Pax Returns, p. 33, Table 1.




106

Next, Professor Musgrave's information showing the per cent of money
income falling into spending unit income brackets (identical with the
adjusted gross income brackets derived from the income tax reports) was
rendered comparable with the adjusted gross income percentages. It was
determined thet for the spending unit income classes, the prevailing
distribution of momey income was 0-$2,000, 6.0 per cent; $2,000-33,000,
8.0 per cent; $3,000-$4,000, 13.0 per cent; $4,000-$5,000, 1+.0 per
cent; $5,000-$10,000, 39.0 per cent; over $10,000, 20.0 per cent. ¥t It
should be noted that a similarity in distributionel pattern in both
series seems to exist.

Proceeding on the assumption that the relations which exist at the
national level between the percentages of adjusted gross income and
spending unit income falling in identical classes could be expected to
hold at state levels, the percentages of adjusted gross income falling
in those income classes in each state were computed.45 Then on the
assumption that the distribution of money income by spending units in
each state bore the same relationship to the distribution of adjusted
gross income on tax returns by states as evidenced in the relationship
of those variables at the national level, the percentage of money income

by spending unit income brackets in each state was determined.® These

44Compu,ted from Musgrave, "The Incidence of the Tax Structure and
Its Effects on Consumption," p. 106, Table A-1. This data is taken by
Professor Musgrave from "1955 Survey of Consumer Finances: The Finan-
cial Position of Consumers,” Federal Reserve Bulletinm, XLI (1955),
p. 609, Table 1.

45Computed from Statistics of Income, 1954: Individual Income Tax
Returns, pp. 72-74, Table 14.

4%processes of derivation utilized by Professor Musgrave seem to have
been somevhat similar to that utilized here, In 1954, dividend
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resulting distributions for the states classified by United States’
economic regions as defined by the Office of Business Economics of the
Department of the Commerce are presented in Tables III, IV, V, VI, VII,
VIII, IX and X.

After state percentage distributions of money income by spending
unit income brackets were computed, additional distributions essential
for the allocaticn of tax burdens within states were developed. Adher-
ence to the assumption of & linear relationship between state and na-
tional variables, already utilized in the determination of state dis-
tributions of money income by spending units, was comtipued. IL was
assumed that the state distributional pattern of a given economic vari-
able (e.g., expenditures on consumption) among spending unit income
brackets displeys the same relation to the money income distribution
among spending unit income brackets in the state as was shown between
those variables at the national level. Wisdom would seem to indicate
an explicit recognition that this assumption is probebly of limited
accuracy. But as & preliminary analytic assumption it would also seem
to have the merit of not departing so far from whaet probably prevails
as 0 render any other workable assumption prefersble.

The basic percentage distribution for the allocation of educational
expenditures was developed completely independent of the Musgrave alloca-

tions. Spending units with children are not distributed over spending

distributions by spending unit income brackets were developed by
Musgrave by use of interpolative techniques based on Federal tax return
data. Musgrave, "The Incidence of the Tax Structure and Its Effect on
Consumption,” p. 107. In 1948 a similar technigue seems to have been
utilized. Musgrave, et al., "Distribution of Tax Payments by Income
Groups: A Case Study for 1948," pp. 50-51.
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[;:mm(;- of Money Incoma  Spanding Units Sxpand ttaroy Ireluxive Thzar Raldirga Tax Liadility  Population

1lars

Taghington
Onder 2 19.9 &b 5 3.6 5.2 LA L) 1.0
2ta} 6.5 1.2 1 L7 1.1 10.2 a8 3.0 1.4
Jtad " 8.6 1.8 2.2 11,2 3 .8 1.9 16,5
Ute § Ih.b 15.3 151 3.0 19.0 2.6 12,7 10.1 17.6
S w10 45.0 3.1 k.t 1A.5 ke.0 7 %.3 k9.1 .2
Ovar 10 18,3 . B L7 75.9 10.9 [ 2.3 MLy 6.5
Oregen
Urder 2 L9 16,1 5.1 6 3.0 h.L .k 13 6.5
2t ) 6.7 e 8.3 16 7.3 lo.L 4.3 bR 1.6
Jtok 2.1 17.2 1.9 2.2 12.1 17.h 10.% 1.9 1.2
bt 5.0 1.1 17.0 3.3 21.1 7.1 1,2 1.7 19.7
St 10 &2.2 n.« 2.0 15.1 b5.0 x.6 Ao 5.5 .S
Orer 10 29.% 5.2 1.8 e 1.k 7%} %7 2.0 [N
Tevada
Under 2 bt 13.0 6.1 4 bR $.2 1 b % 7.8
2t} S.bi 10.6 6.9 1.1 6.0 8.9 6.h 2.0 6.5
Jio b .2 16, 12,1 1.7 1.6 11.0 %5 5.0 bifTd
btos 15.) 18,9 .k 2,8 20.6 21.2 1.0 Skt 19,
Stalo ».0 Jo.? 9.6 1.6 h3.0 %.0 x.8 [15] ba.2
Deer 20 2.3 7.0 18.2 82.% 15.3 9.7 ) 9.5 %2
Califarnia

Urdlay 2 k.2 1.2 5.9 5 3.b %0 1.9 1.2 1ok
2t ) S.6 n,0 1.0 14 6.7 %2 6.8 2.6 6.6
e 1k 15,7 18.7 12,1 1.7 1.0 15,3 92 8.¢ 16.3

WS n? U5 b ] 2.b 17.% 21.9 136 b 6.8
$ts 1D ALy kN bk.2 .o b1.9 0.6 35,0 bh.k hb.7
Orer 10 2.4 6.1 16.1 8.1 1.6 5.1 29,6 3.0 (%3

etatl doet ot wossanTily s ta total dve Lo rounding.
Bonrcet Compulad by the athar,



116

unit income brackets in the same proportion as are the spending units
themselves. Therefore the Survey Research Center data on family status
of the spending units in the nation were used to determine by spending
unit brackets the percentage distribution of sperdirg units with chil-
dren under lS;hT The Survey Research Center data show the distributions
of spending units with children under 18 not only by spending unit ine-
come brackets but by age of the head of the spending unit, For spending
units with children under 18 and headed by = person 18 to 44 years of
age, a sample of 991 cases was used by the Survey Research Center; for
spending units with childrer under 18 and headed by a person age 45 and
over, the sample contained orly 320 cases. Thus, it was necessary to
compute, by spendirg unit income brackets, an sverage of the spending
units containing children under 1S. This was done by weighting the dis-
tribution within the two classes by the sample sizes. This computation
reveals that for the natior as a whole, for all spending unii income
brackets, the spending units with children under 18 are distributed
thus: 0-$2,000, 10.0 per cent; $2,000-$3,000, 9.0 per cent; $3,000-
$14,000, 19.0 per cent; $4,000-$5,000, L7.0 per cent; $5,000-$7,500, 30,0
ﬁer cent; over $7,500, 15.0 per cent. These computations were then ad-
Justed to render them comparable with other income bracket distributions.
Five-elevenths of all 195k spending units that received $7,500 and over

received $10,000 or more,*d Therefore, on the assumption that the same

hTBasic data for computations taken from "1955 Survey of Consumer

Finences: The Financial Positior of Consumers,” p. 61k, Supplementary
Table 1.

48roia., p. 609.
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proportion of spending units with children under 18 and of spending
units themselves are found in the over $10,000 spending unit income
bracket, it is possible to determine the percentage of spending units
with children found in this upper income bracket. Since 15 per cent of
all spending units with children over 18 are found in the $7,500 and
over income bracket, five-elevenths of this percentage or approximately
seven per cenmt of the total of all spending units with children under 18
are determined to fall in the Over $10,000 income bracket. The remain-
ing eight per cent of the total spending units with children under 18
found to fall in the $7,500-$10,000 income bracket are then added to
the 30 per cent of the spending units with children under 18 fourd in
the $5,000-$7,500 bracket to determine that 38 per cent of all spending
units with children under 18 fall in the $5,000-$10,000 income bracket.
Having thus determined the percentage distribution of spending units
with children under 18 among the spending unit brackets for the nation,
state di;tributions were then computed utilizing the same technique used
to determine the other state distributions. It was assumed that the
percentage distributions of the variable within the state displayed the
same relation to stale income distribution as existed for the nation.
However, it must be recognized that as in other cases of imputation
already undertaken, this 1s a debatable assumption. Neve;tpeless this
assumption seems defensible on the ground that the technique used is
consistent with the techniques used in developing other allocators. It
should be recognized that it has also been assumed that the percentage
of spending units with children under 18 are similar, and that these

percentages will also represent the percentage of public school age
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population falling in each income group. Some error is probably intro-
duced into the anslysis from adoption of these assumpiions although in
case of these latter assumptions the extent of error is probably not
great. The basic percentage distributions for tex and expenditure allo-
cations by spending units for all states for 1954 are presented in

Tables III-X.

ALLOCATION COF FEDERAL AND STATE TAX BURDENS

TO SPENDING UNIT INCOME BRACKETS

Allocation of specific federal and state taxes to the various
spending unit income brackets within the states was undertaken. Basic
series for allocations are applied, insofar as possible, on the bases
used by Professor Musgrave.49 It cannot be overstressed that the re-
sults of ewmbracing this technique may involve acceptance of assumptions
about tax shifting that are debatable. Reconciliation of conflicting
theories is not an implied goal of this study, important as such recon-
ciliation may be for the development of consistent economic theory.
Instead it is hoped tha®t by using existing techniques with their em-
todied theoretical concepts, a basis for the measurement of proposals
for educational expenditures may be developed.

Allocation of federal income taxes was carried out on the basis
of the federal income tax liability of spending units. State income

taxes were distributed on 2 common pattern despite dissimilarities of

49rmhe Incidence of the Tax Structure and Its Effects on Consump-
tion,” pp. 111-13. Cross reference is made ip this Musgrave analysis
to the techniques developed in the earlier study. Musgrave, et al.,
"Distribution of Tax Payments by Income Groups: A Case Study for 1948,"
pp. 13-26. , )
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the state income tax structures. This allocation was based on the dis-
tribution of state income tax payments by spending unit income brackets
for Wisconsin., Musgrave utilized this distribution to allocste a total
of income taxes for all stateg among the nstion's spending unit income
brackets but he alsoc observed that this Wisconsin distribution "...is
taken as representative of the 35-State income tax schedules...,"5°
The Wis;onsin data show that among spending unit brackets the state per-
sonal income tax liability falls thus: 0-$2,000, 0.2 per cemt; $2,000-
$3,000, 2.3 per cent; $3,000-$4,000, 6.0 per cent; $4,000-$5,000, 7.2
per cenmt; $5,000-$10,000, 34.7 per cenmb; over $10,000, 49.5 per cenmt.ol
Both federal and state exclse taxes were zllocated on the basis of
the pattern of consumer expenditures. It 1s true that such a genersl
allocation seems to ignore the apparently different consumption patterns
that might exist for the different items covered by excise taxes. How-
ever, in 1948, after underteking extensive allocation of items subject
to excises on separate distributional patterns, it was found that
"...the overall result of this crude approach does not differ signifi-
cantly from that obtained by zllocation according to a more detailed

pattern."52

SO Incidence of the Tax Structure and Its Effects on Consump-
tiom,"” p. 112,

* Mvid., p. 97, Table 1.

S21bid. The 1948 study discussed the alternatives of allocation by
general consumption expenditures and by allocation "...wherever possi-
ble....in accordance with expenditures on specific consumption cate-
gories....” and concluded that "...the over-all distribution of excise
payments is very similar for the two cases....” Musgrave, et al.,
"Distribution of Tax Payments by Income Groups: A Case Study for 1948,"
p. 43.
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Inheritance and gift taxes were assigned entirely to the over
$10,000 spending unit income bracket. In 1954 Musgrave adopted this
allocative pattern without discussion;®> in 1948 he noted that a lack
of data for developing an allocative pattern coupled with the high
exemptions of federal and state gift and inheritance taxes alike ren-
dered it "...reasonsble to assume that sl) but a negligibhle part of the
yield should be imputed to income recipients in the top bracket , "%

Identity of treatment alsc governed the allocation of both federal
and state corporation net income taxes, Musgrave's apalysis, based on
what he considered the "standard case,” was discussed &t length in
1948%° and wes again utilized in the 1954 analysis without further de-

fense.5® In this allocation one-third of the corporation income tax

S3nphe Incidence of the Tax Structure and Its Effect on Consump-
tion,"” p. 112,

54Musgrave, et al., "Distribution of Tax Payments by Income Groups:
A Case Study for 1948," p. 25.

SsIbid., PP. 14-16, Musgrave, et agl., explained divergence from the
traditional academic view that the corporation net income tax was
completely unshiftable thus: "...Some reconcillation is provided by
certain obvious exceptions to the academic rule. First, the tax base
may not be pure profit irn the economist's sense bui may include wages
of management, return for risk taking, interest on equilty capital, and
other nonrent incomes. To the extent that this is the case, the tax is
a cost jitem and will be reflected in price. Second, imperfections in
the tax law inevitably lead to differential burdens among various enter-
prises and industries. And where this is the case (i.e. the tax is not
truly general), price adjustments must follow. Third, corporation
management may not charge the highest price which the market will bear.
This restraint must reflect an effort to maintain consmmer good will
or a notion that profits should not exceed a "fair" level (the modern
concept of just price); or prices may be held down merely to appease
antitrust authorities,” 1Ibid., pp. 40-43,

56"‘l‘he Incidence of the Tax Structure and Its Effects on Consump-
tion, " De. 11z,
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was assumed to be borne by the consumers and was allocated on the
basis of consumer expenditures; two-thirds was allocated on the basis
of the distribution of dividend income. However, conceptual consistence
has led to the adoption here of the traditional academic view that the
corporate income tax falls on a surplus rather than cost and so cannot
be shifted. The allocation of the federal corporation income tax among
the several states has been based on the view of the non-shiftability
of the tax ané this assumption is again adopted here. Table XIIT, page
122, however, indicates that the results that follow from adopting
Musgrave's assumptions do lead to burdens on the various income groups
markedly dififerent from those that follow from the conventional
assumptions.

Treatment of social insurance contributions was somewhat involved
and was similar but not idemtical for both state and federal contribu-
tions. Federal social insurance confributions were allocated by shift-
ing two~-thirds of the employers' share (arbitrarily one-half of the
total contribution)57 forward to consumers by consumer expenditure a]lo-
cation and shifting the remaining one-third so that it is allocated on
the same basis as the contribution of employees. This portion was allo-
cated to the employees on the basis of wages covered by the payroll
taxes., State sociel insurance contributions were assumed to be borne

entirely by wage earners and were allocated on the basis of inclusive

wage and salary pa.yments.s8

STqnis approximation is nearly correct; the deviation from fact
arises from the employer contribution to unemployment insurance which
is almost completely unmatched by employee contribution.

S81bia., pp. 112-13.
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ALLOCATION OF FEDERAL CORPORATION INCCME TAXES ON THE BASIS OF MUSORAVE'S ALTERNATIVE
INCIDENCE ASSUMPTIONS, BY SFENDING UNITS, BY STATES, 195k

(Thousarda of Dollars)

Spamding Unit Inceme Bracket

State .
0= $2,000~ $3,000- 811,000~ $5, 000 Over
$2,70 3,000 ls, 000 5,000 10,000 $10,000
Alabane 6,582.7 9,852.5 10,%8.8 95379.3 2,136.4 60,666,3
Arizona 3.391-ﬂ 3’700.1 1:,118.5 7.18’1.3 m,aﬂla? 52,263-6
Arkansas ’j,)d&.6 5, 198.8 3,909.1! !l’ 803. 7 10)02302 311]2080 1
Callfornia 51,500, 3 71,653.9 115,690, 3 142,50,8 538,90h.8 1,317,497.1
Colorado 55938.7 7,232,3 11,1719 12,700,7 38,k54.7 100,840, 9
Ccmnectlcut 15,!150.0 25,995-2 h11690‘2 335106'9 173!62708 h35,5130.9
Daleware 10,239.0 7,045.2 13,338.9 12,587.5 b ,619.6 153,977.9
Florida 25,255,9 32,887.7 ko,271.3 3u,207.2 102,840.0 39,862,k
Georgla 12,287.6 17,106,4 16,303, 3 1%,295.5 iy, h92.7 1%,610,2
Idaho 1,006,7 1,419,8 2,469.5 2,13k.0 5,997k 12,838.1
Ililinda 3b,7%6.2 15,967.2 80,315.1 88,299.7 329,7M.6 828,041
Indiana 9,1112.6 12,459.0 19,5k0.1 21,332.7 69,465.8 137,009.h
Iona 8,221.9 11,466,0 12,k72.7 12,350.9 34,621.5 88,595.2
Kansas £,581.5 6,430.6 9,09%:.0 10,407.5 27,118.7 68,21,2
Kentucky 11,9334 1%,973.8 1x,897.8 15,277.9 o, 305.5 124,502, 8
Louisiana 6,561.2 8,7lh.3 12,0l5.7 10,971.1 31,730.2 92,uh7.8
Haine 8,879.L 10,5h1.0 13,253.5 10,016.6 23,5R.7 6k,911,6
Maryland 12,807.6 17,022.5 2,986.8 27,203.6 96,737.4 234,024, 3
Massachusetts 38,992.7 oli,Th2.5 79,456.7 80,500. 3 231,323,8 605,225.6
Michigan 18,022.8 22,338.1 37,000.9 L9,752.9 209,927.0 121,930.9
Minnescta 14,036.6 15,388,2 23,810.2 23,91k.2 66,7517 168,023, 1
Mimsissippi 3,903.3 4,511,060 3,7%.6 3,948.3 10,822,5 31,054.5
¥iasouri 2,8%.2 27,320.3 37,9715 %,427.0 112,5%9.4 311,450.9
Montana, 1,037 1,3} 1,845.8 2,572,8 5,329,6 14,868.6
Nebrasks 6,166, 7 6,489.5 8,216.2 6,848,0 21,900, 3 §7,939.0
Nevaria 1,183,1 1,kh19.8 2,539.9 3,107k 9,90, 9 28,900.k
New Hampahirs li,58%.9 7,025.8 8,279.2 7,u83.h 21,506.2 - Lg,042 .0
New Jersey 2},535.5 33,608.5 52,k7h. 3 S7,024.1 222,n29.8 523,832.5
New Moxieo 1,333.7 1,699.5 1,688.7 2,077.h &,002.5 17,457.0
Now York 107,032.3 173,223.3 23%,597.7 257,130.8 823,847.0 2,627,925
North Carolins 15,617.7 21,517.7 21,083,6 16,572.1 ko, So0,1 118,997.5
North Daketa 1,239.8 1,209.6 1,345.1 1,229.7 2,630.1 7,h33.7
oo 29,140.2 41,095.2 67,993.7 75,8372 277,578.8 628,755.3
Oklahoma T,h65.2 B,055,6 11,0005, 3 12,098.3 32,916.2 91,609.5
Orogon 2,M3.2 5,030,2 7,829.6 10, 372.9 31,541.0 73,512.%
Fonnaylvania 83,3101.6 &3,%920.8 139,W1.9 hh,126, 1 377,359 $Bh,952.0
Rhode Island 6,792.1 $,020.B 12,098,k 32,310,6 30,033.6 8,500, 5
South Carolima k,502.k T,690.5 6,739.7 6,012.6 17,25h.9 L1,72b.7
South Dakota 2,060.1 2,600, 8 2,73.6 2,ht49.0 1,274.8 13,787.3
Tonnesses 9,121.1 12,216,2 13,308.7 11,01k, 2 35,79%.9 90,579, 9
Texas 2h,084. & 30,552.1 ho,587%.b l13,010.% 13,4734 326,508,2
Utah 1,70L.6 2,213.6 3,227.7 hy §72.R 9,983.7 23,h00,7
Varmont 5,395.2 75139.2 7,820.k 5,531.5 12,1,k 42,998,3
Virginia 16,238.7 22,903.8 20,k418,2 22,6611 76, N1t 1 17U,984., 7
Aashinzton 5,750, 9 8,493.7 12, 3h,? 2%,73%.8 57.187.6 121,85.7
West Virginia 6,304, 8 0,916,9 9,197.2 11,591,k 72,7018.8 €1,121.0
Wisconsin 11,729.3 15,584, 8 23,8%.3 25,333.3 87,537.5 137,050.0
fiyoming 1,017.5 1,112.1 141l y 1,681 £,073,% 12,351, S

Source: Tmputed by the suthor.

State totals allocated amony syendimg unit !mom brackats om-third on
the basis of censumption expenditures and two-thirds on the basls of imcme paywmnts from dividends,
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The allocation of state property taxes involved significant depart-
ure from the rationasle of Musgrave's analysis. Musgrave allocated not
only the state property taxes but also local property taxes. Since
state reliance on the property tax normally is not great and since
state selectivity in application of the property tax is relatively
great, the Musgrave analysis did not seem directly applicable, The
extensive breakdown of property tax levies by kinds of property upon
which levies fall probably would be relatively unproductive here both
because of the great variability in state property tax systems and also
because of the relative unimportance of this tax in most state revenue
systems. However, it is necessary to recognize that property taxes may
be shiftable or unshiftable depending on the kind of property upon
which they fall. Rather than attempt an extensive and relatively unprof-
itable breakdown it was assumed that one-half of the state property tax
wvas in the nature of a business expense and hence, as shiftable, assumed
to rest upon consumers on the basis of consumer expenditures, The re-
mainder was held to be unshiftable falling on spending unit income
brackets in proportion to the liquid asset holdings of those brackets.
The arbitrary nature of this assuwed allocative pattern should nct be
forgotten though it may be hazarded intultively that more elaborate
allocative patterns for this relatively unimportant state tax would
probably not change materially the results of this analysis,

The results of these allocations of the several federal taxes are
included in Tables XI, XII, XIII, XIV, and XV. Similarly for the several
state {axes, individusl state tax allocations are included in Tables

XVI, XVII, XVIII, XIX, XX and XXI. Three consolidated tables summarize
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TABIE I

ALLOCATION OF FEDPRAL INCOME TAXES BY SPENDING UNIT INCCME BRACKE'S, BY STATES, 195k
(Thoussnds of Dollars)

AR .
Spemding Unit Incoms Brackst
State o 42,000~ si,oco- 83,000~ $5,000- Over
42,000 3,000 5 000 5,000 10,000 310,000

Alabama 5,139,9 13,h08.4 18,548,123 2k, B05.5 89,613.1 71,958.6
h‘ilm 2.89905 B‘ShZAS 7)20?01 13;070;5 52'?7005 . h2915309
Arksnoas 3,033.5 Sy 84243 B8,08943 13,554.5 39,772.3 12,019,3
c&l“ﬂﬂ’.l 29’83709 10,525-9 176,3111.8 291,975.1[ 1]&!!)36600 976,513.0
Oolorado 1,611,0 B,7%6.6 20,628.1 2,9%.3 99,742,7 83,725.6
Connecticut 6,951, 3 19,703.1 12, 305.5 50,418, 8 250,935.2 209,788.8
Deimwars 1,597,5 1,566.1 b, 669,8 6,021.2 29,451, 7 79:136.0
Florida 8,384.0 16,326.1 34,8599.6 36,183,k 158,422,7 185,653.h
errg!l 6’ 27.6 13,&6.0 211,555-1 28,907.8 120329!100 136,87k.7
Idaho 1,497.3 21501 8,507.1 942558 29,809.0 16,5319
11linods 25,580,7 61,020.0 159,879.% " 205,777.3 925,168.6 752,496.9
Iniilnl 11,628.5 23,@]5!3 66’35100 511399-7 3261282-5 1713007.8
Towe 7,470l 18,838,1 3,103.9 3%,702.3 138,689, 2 88,670,1
ms” S’?l,al 10'291303 27’16505 35’172‘2 121’816‘0 357785'9
Tantucky 5,85k, 5 13,125,2 25,133k 27,6157 120,081, 8 87,12%.1
Louisiena 1,82%.2 9,650, 3 25,030,5 32,8713 115,803.6 113,391.1
Haine 3,766.4 5, 73,8 13,088,0 11,2052 35,569, 5 2Ly, 387.7
Yarylam 9,716,8 16,676,5 k1,935.5 68,528,7 233,22.0 111,660.0
Mansachusstis 21,5%.2 52,548,3 Bh,h21,8 98,205.0 339,0.1 26l L6k 2
llchi.gm 15,2@.0 35.05109 92,96308 m11779t7 755.902;5 h77.0u-1
Winnsucts 10,7157 2,U5,6 15,006.0 $1,005,9 17k,023.4 127,730
Kississipmd 2, WB.9 b, 791.8 6,670.9 10,80k, 9 39,179.7 30,15%.%
Kissouri 1,161.6 2k,156.8 56,03k.6 65,580 257,245, 8 222,228.2
Uontane 1,883.8 3,108.9 7,80k, 13,h5.0 10,278.4 22,995.0
Nobrasia k,5768.7 8,977.3 17,602.6 19,3%.9 72,522.7 52,807.8
Nevada 667,0 1,kh5.2 3,335.1 5,225,0 22,956,686 21,956,1
Yow Hrapohire 2,093,5 51807, By 19, 8 9 0h7.0 24310 et
“ﬂ' I’Orl” 15’160.9 39‘651‘5 ”’%503 1.11,957.3 53‘-‘,1”-? ‘375’523I5
Mcr “8!150 1,323.1 2.315.3 5'126.8 7)19!1.] h0.93200 » 99'6
New York 13,720.9 123,6876.0 %2,325,7 320,263,7 1,333,488.8 1,552,093,5
North Caroline 7,92L.% 18,260, 26,029, 9 30,467.3 117,908.5 102,065,
North Dakots 2,226, 2,863.1 $,271.7 6,953.2 17,0h2.2 n:13§.§
Ohio 25,063.2 55,810,0 113,670, 1688,809,6 771,947.0 497,922,5
Oklshoma 5,147.3 7,978.3 19,817, 2 28,052, 9 203,575.9 92,137,0
ofegon 3,51605 9’733-0 21)*9-5 31,6!18.5 123,077-5 81,150.0
Fennsylvania 31,435.0 76,741.8 189,016.8 232,097.0 739,341,2 216,
Rhode Taland ILbh.2 7.721.0 13,3240 16,265.3 16,099.6 Sghs’,aﬁs.g
Smth Carolina 3’&‘!.;‘1 9’72'1-1 13,670-1 15,78!)0@ 60)7honh 37,C6'-l-3
South Daketa 2,301,9 h, 20.6 7,107 7,750, 9 19,541.1 13,661,8
Tennoseee 5,915.6 1,8k, 0 2%,75,1 3,917.0 127,532,7 51,26L.7
Texas 15,712,7 32,601 77,35L.9 109,989.1 467,755,7  Sok,01S,
Utah 2,099.7 3,917.5 8,116, 9 10,836 %,115.3 szzlehg.g
Vermont 1,32502 2.1%-7 5,062.9 3;56705 11.3!19-0 10,601.]1
'H.rginla 9,1h7.6 21,205,7 38,253.5 39,500,9 182,120.0 125,155,5

aahhgtcn 6’90100 15,022.? 39,50759 50,507~b 2’45’53608 31:3,521.5
West Virginia 4,990, 3 9,803.6 18,127.5 30,520.7 73,80h.6
Tisoonsin 12,233, 21,807.9 16.,275.2 66,87,k 273930 Q;J:?ii:%

ming 01T 11893.5 2,8'}0.2 5’13905 21;!]59.5 12.%”!7

Sourcet Computed by the mthor, State totals alloeated szon ndin it 1 br t
of mdjusted fedoral incrme tax 2iability by spemiing unita, i 8w TEoRe trackets o the Basts

BEanrardiimeord soridlh smom o ot e o 2L

a s —
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ALLOOATION OF FPEDERAL CORPORATION NE! INCOME TAXES BY SFENDING UNIT INCOME BRACKETS, BY STATES, 195

{Thousands of Dollarg)

Spending Unit Income Bracket

State

O $2,000- $3, 000- 44,000~ $5,000- Over
$2,000 4000 1t, 000 5,000 10,000 $10,000

Ailbm 2,%8.1 b;?B?.S ll,Sth-O ngZh.O 17’&2-1 %’%8-0
Arisona 926,14 1,574.8 1,852.7 3,057.0 13,15L.2 72,070.0
Arkansas 1,37!.(.!! 2,k99.0 1,686.8 2y 09,1 6,934,7 47,793.4
Californis 11,211.1 29,15k, 38,1206 53,8230 13,97.6 1,796, 03.4
Coloredo 1,589.9 3,003.1 14,063.0 5,299:6 23,818.2 138,813, 3
Commecticut 31,683,9 95576.0 13,998.6 163209’0 100,200.9 593,100.7
Dolmrare 1,693.3 1,975.5 3,10L.3 3,386.6 19,754.9 252,298.4
Floride 6,!‘&.0 13pb2?07 13’!327-7 13)'-‘2707 60,716' 8 h?6,393.0
Georgla 3,619,2 1h79.7 6,273.3 6,273.3 28,712,6 189,165.1
Idaho %9 k9. 5137.5 1,085,8 b,472.4 18,0964
1114nods 8,466,k 18,313.9 26,810, 3 33,865,6 193,316.2 1,130,264.7
Indisna 2,962,2 6,193.6 8,347.9 10,5%,2 9,279.7 192,002.3
Iown 2,688,6 5y5U5.2 5,377.1 6,049, 3 2, 365.1 12}4,009.8
Kansas 1,779.5 3,050.5 3,686.,0 L,830.0 18,557.2 95,200.9
Kantu:ky . 3,65’01 7,07900 5'937-3 7,079.0 31,2&1-8 173’32202
louisiam 1,711.3 3,235 h,s24.0 l:,645,6 20,035, 1 127,481,1
Yaine 3,285.3 5,913, 5 6,1139,2 5,519,3 18,266,3 91,988, s
Maryland 3,326.2 7,058, 3 9,978.7 11,226,1 60,703.9 322,645,3
Hassachusstts 11,0516 29,839,2 2,9kh.b 35,355.0 155,827.0 8h2,12A,9
Michigan k,575.7 9,15LS 13,727.2 20,550, 8 230,408.4 58, 531.1
Minnasota Iy 3732 7,284.,6 9,996.0 10,933, 1 4%,606.6 23k,280.5
luu!.mippi 1,279.1 2,210,3 1357005 1991905 7,619,7 h3) 508.2
Missouri 6’01901 u.h91.0 13367915 15’321cb 71,135-0 h29,5‘h5-7
Montana 336.1 616,1 755.2 1,201, 3 1,3h0,9 20,752.4
Nebraska 1,9%.9 3,123.7 3,hl6.9 3,23Lh 15,080,1 80,85k.0
Hevada 28&0& 521.3 50507 1,232- 3 53119708 39,100-9
Now aw‘\ir. 1,§8506 3'666.7 3]765-8 h,MJ-I 15’95'109 69’%3'9
Now Jﬂfm 5’!167'6 13'66900 13.225-’] 22’7810 7 133 ’9%0 5 718,080-0
Rew Nexico 387.8 77506 6?806 937.1 5,29907 2!!’236~2
Neaw York 25,3“-2 63,&5.7 71,927.8 88,35109 !‘!l!l’259-7 3,5111’3&507
forth Carolima 5,213-!1 10368755 9.123.'5 U’O&)oe 32,8’4‘1.h 1911,720-5
North Dakota 467.5 678.6 6768.6 678,86 2,066,0 10;540,9
Ohio 7,85.7 1,835.8 24,692,6 k20,9 173,970.4 856,1185.1
m 2,128-5 3,602. o] !l,!lzoou 5,239l3 21)'1!]8.2 1%’888013
Orogon 786.5 2,102.6 2,891,1 2338,6 19,843,2 101,450.1
Pennsylvania 17,566.9 I 70.4 55,697.3 613,660, 7 21,50,0 1,369,077
m\‘”. I'hm 1.913 -0 N 3)9850!! h) 7820 5 'h . 19,76708 123' 389. S
South Carolina 1,580.4 b,116.9 3,192,7 3,192.7 13,022.8 58,89.6
South Daketa 784.2 1,468, 3 1,1500.3 1,400,3 3,388.7 19,576,2
Tennosses 2,929.8 6,032,0 55859.7 Sy 32,7 25,3344 125,845, 2
Texas 6,029.9 12,059.8 13, 399.7 16,'"19.7 79,728,5 s42,019.5

Utan 588.1 1,085.8 Vil 2,216.8 11027 32,799.0
Vernont. 1,882.8 3,683.48 3,520,1 2,365,2 9,k 2 60,1495.8
Virginia $,097.1 10,558.2 10,558.2 10,154,2 50,970.8 276,698,5
Nashington 1,553,3 3, 712.2 llp°59na 6,056, 8 X,612,3 108,415,8

Wost Vi.rglnh 2'28306 Jp65307 h)3]8-5 6’051-’1 17 13307 80 &09, 7

Wisconsin 4,671.0 8,27h.7 10,073.5 14,04.9 61:100.6 261:'551-3

Wyoning 08,1 5.9 592.h 782.0 b,190.8 17,258.8

Sourcer Computod by the suthor. State totals allocated smong spanding unit brackets on the tasis of

incoms paywsnts from dividemds,



TABLE XIV
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ALLOCATION OF FEDERAL SOCIAL INSURANCE CONTRIBUTIONS BY SPENDING UNIT INCOME BRACKETS, BY STATES, 199

{Thousands of Dollars)

L~ e

Spending Unit Incore Bracket

State 0 $2,000- $3,000- $,000- $5, 000~ Over
$2,000 3,000 U, 55000 10,000 $10,000

Alsbama $,493.9 9,405,5 10,543, 3 10,703.k 1h,270. ht 3,02,8
Arizona 1,895.3 2,hd. 9 3,599,5 5,582.3 8,6li0,2 1,775.8
Arkansas 3;6&57 5,052.0 h,O!LB..‘ 5;611!-3 6’05505 1)565-7
Californis 26,035,3 41,551.0 73,193.5 101,685,0 205,33k.9 k3,392.2
Colorado 3,308.1 k,715.2 9,724.0 9,8L9.6 15,837.2 3;h27.9
Connecticut 54756.0 11,511.°9 19,213.0 22,825.h b9,k 2 11,1%h.6
Daleware 2,703.1 2,282.7 h,§5o6 h)?zaoh 9’692306 h]b79|6
Plorida 10,503.6 15,0421.7 20,339.7 19,321.0 30,737.8 2,063.2
Georgla 8,050.6 13,267.1 13,517.9 13,2h2.0 21,819.3 5,342.0
Idsho 975.2 "1,5u8.7 2,937.8 2,838.6 b,02h, @ 621,2
I1linoia 22,516.6 36,400.% 66,688,9 82,036, 9 16h, 35,4 35,4h9,8
Indtena 9,007. & e, 036, 1 23,962.6 20,685.2 L8,h06, 2 7,127.5
Iowa 64256.6 10,000.6 11,691.6 12,871.3 18,727.7 3,581,2
Kansas L6k, 9 7,286,5 1,152.h 14,087.3 19,086, 7 3,703.%
Kentuoky 7,052.7 10,216.1 11,058.5 12,462, 19,827.6 h,16.9
Lonisiana 5,067.6 7,079.2 11,566.6 11,798.6 18,181.5 lt,351.9
H¥aine 4,509.h k46158 6,356.9 S,268,7 6,239.1 1,197.0
Maryland 7yhl.3 11,086.0 18,617.5 21,221.8 39,663.2 758L8,2
Mase achusette 1:,517.1 28,355.2 37,628.6 42,937.0 6li, 82,2 13,170,
Uichigan 192, 7. 20,751.0 +519. 16,7 174,113, 2333,

ig 1, 3%,519.8 $6,1% 211,113, 3 21,3334
Minnescte 9,567.7 12,158,2 20,067.9 22,658, ) 32,813.3 6,355.k
Missisaippd 3,457.8 14,563.0 b, 0040 h,822.4 6,750.% 1,hh0.0
Nisgourd 12,83k.8 18,90L.0 27,221.8 30,057, h 19,259, 8 11,1530
Montana 1,07k.7 1,595,2 2,b19.3 3,7%.2 4, 785.6 853.0
Nebraska 5,300.2 5,423,3 8,803.7 85130,0 13,5u9,9 2,721,
Nevada $09.0 7u5.9 1,h23,% 2,158.? .
New Hampchire 1,660.9 2,885.6 3:695.6 3,’667.? ;:13’%5-: 3353‘?
Now Jersey 13,025.) 20,141, 9 3k,058, 1 ki,712.% 86,374, 3 17,054,2
New Nexito 1,312,k 1,93k, 3. 2,0L7.6 2,866.7 5,603.9 "972.0
New York 43,669.6 86,070, 3 125,L2h.0 156,359, 3. 270,397.8 79,722.9
North Carolim 10,h02.6 16,379.7 17,385.5 15,086,6 22,012,
North Dakota 1,566.3 1,65%.6 2,018 gima.; z,'ggé.g h,gg:;
Ohio 19,239.5 32,1 .k 56,587.0 69,602.0 1%,601.0 25,06k .2
Oklahoma i,830. 8 6,1%.8 9,329 11,008, 7 1$,79.7 3, u8.2
Orogen 2,2%1,8 b,647.5 7,713.8 1,371.1 18,1398.2 3,513.6
Pennsylvenia 31,605, % Lg,b1s.% 85,765. 8 £57.3
Rhode Tslard 2,726.7 k21,2 §:9u§.;< e 133,351;-2 22'2112.3
South Carolina 10072 7,846 7,127.0 7,322, ¢ 10,716, 2 2065320
South Dakota 1,555.9 2,175.7 2,509.9 2,590, 2,146.5 "u73.2
Tennassea 7,4k 13,k02.5 13,1#8,% 12,272,6 20,515.5 3,869.5
Toxas 18,43.6 27,728.7 39,L80.7 v ,h2h,
Utah 1,288,1 1,970.8 3:1':13 h'emf; g 73':523 19,2;{.;
Vermont 1,650. < 2,475.6 2,939.2 2,282.7 2,747.9 663.6
Virginia 8,15k, L: 1,060.0 17,337.8 16,755.4 20 k06 b 5,942.6
Washington 1, 05k, 9 6,515,7 10,592.8 15,721.¢€ 30,240, € 5,267.3
West Virginia b,6h1.8 5, 708.7 8,130,k
#lacensin 9,291.1 12,2003 13:5:;,}?,-,5 %é:';’&’ﬁ §§;§E; 3 3 g‘;‘gg
Wyoming 715.3 B85.h 1,225.8 1,5L0,5 L0%.C 'hTO:E

Saurce: Computed by the mither.
the basis of wapes covered by the pey

State total allecated ameng sponding unft Incomr brackets twr=thirds on

Toll tex ad ono~third on the basis of « “runrtlen axpendituren,



ALIOCATION F PEDERAL EXCISE TAXES BY SPENDING UNIT INCOME BRACKETS, BY STATES, 195k

TABL® XV

{Thousards of Dollars)

Spending Unit Income Bracket

127

State o= $2,000- $3, 000~ 81y, 000- $5,000~ Over

$2,000 3,000 1,000 5000 20,000 $10,000
[

Aab 15,160.4 19,kh6.0 21,493.3 18,557.8 37,210 1345098
krisona 2333,0 )140.5 2066, 8,040 2 18,521.0 6.692.2
Arkangas 12,133.h 12,946.5 10,204, 9 12,108,8 19,800.6 8,757.9
Caldfornia 57,916,3 684752, 2 116,843.1 140,450.9 Lk 3k,120,9 160,094.4
Colorado 9,091.7 9,719.0 15,773.6 17,088,1 42,083,0 15,66h.1
Connecticut 9,77 14,109.8 23,281,1 23,U57.5 76,898.2 29,277.8
Delu:‘:v 3:151.5 1,981.9 3,898.8 3,573.9 10,88k.2 8,999, 7
nﬂﬁ&. 2]1, 85309 27:053- 35’,-‘114 3 261 59310 69;283.0 35’ 19101‘
000!';1.. 29,3’!6.6 ﬁ ,(53.9 36.(53.9 30’093-1 75”17}05 31,76!1‘9
Ideho 3)352o5 h,030.6 7.!‘%‘1 6,177.7 13,22&08 3,h6505
8,543.0 16,003.0 82,681,0 87,032,7 256,074, 3 100,087.6
%ﬁj i'r:?‘sg.s: 20:505. 2 3,395.8 35,277.8 50,178,8 22,710.1
Iowa 16,828.0 20,339.9 23,265,5 21,803,2 L8,z 6 15,803.6
Xaneas 13,146.6 »146.6 19,846,4 21,489,7 hh,217.1 14,537.2
Kentuoky 16,960, 2 18,327,1 19,538.2 18,859,8 L5,589,2 16,281.8
11,865,1 12,1997 19,933, 17,323,0 l0,578.6 16,729.8

if';f;:‘”“ B:EggJ 8,350.3 ;336., B,018.% 2:,378,0 25k5.
¥aryland 13,107.7 15,150, 5 25,023,8 2k, 32,9 69,283.6 23,662.0
Hassectmoetts n,9719.2 g, %5.8 50,k96.2 57,6%5.9 132,007.1 146,109.5
Kichigan 22,846.1 2h,782.2 42,55u.h 5k,585.5 187,802, 7 54,2111
Wnmescta 21,187.2 20,157.1. 32,671.8 31,601.8 69,303.8 22,569, 3
Missisadppl 10,317.0 10,187.3 9,019.3 9,084, 2 19,2714 75007.8
Uisnouri 30,160.2 33,237.8 47,085.8 4k, 317.0 110,177.0 13,086,0
Montana 1!,0‘)’2-7 h,518.6 6)70&.0 8,550.8 17’189.1 5)35300
Nebrasksa 1,4,8114 5 13)3050 7 18,0780 7 lhj N4 %9&8- 5 12 l'-l1505
Yovada 1,339.9 1,!;[;6.2 2,701.0 3,&88-0 8,!&22.1 3,870.8
Now Hempshire 4,130.8 55755:9 226, 6,501,2 13,665,0 3,851,0
Rew Jerﬂey 22,005- 30,211.1 hgjéoSOB Sl,h?o.? 163’363-5 56,319.[1
New Hexico I,017.8 li,b19.6 4620,5 5,500 16,71h.0 k5139
Hew York 74,307.5 107,978.1 155,581k 16,869.8 135,395.6 222,922.6
North Carclina 25,396.4 20,118.2 31,385.1 23,h02.8 51,522.h 19,593.0
Nerth Dakota 5,401.6 4,408, 9 5,197.2 b, L67.3 1,299.5 2,h23.k
Ohio nlse.2 k6,827, 8 80,777, 9 8,066.0 253,155,3 81,353.2
Oxlshopa. 10,548,1 9,882.9 1,82t b 15,01k 32,1499.6 12,148.7
Oregen. $,571.7 B4725.5 i,192.0 17,871k Lt,152.9 14,507.h
Ponnsylvania 57,111.% 66,110 213,552.8 112,23k.6 233,102.6 81,685.5
Fheds Island 5,360.2 6,189.5 8,665,3 8,459.0 16,h02.1 6,550.5
South Carolins 11,105.3 15,2U%.9 15,43, 12,757.3 28,176,2 8,260,1
South Dakota 6,951.6 75291.8 8,203k 7,038.9 . 9,146, 3 3,kal.1
Tennopsce 19,32, 9 22,353.6 25,469.7 20,1689.4 £1,250.0 15,617.1
Texas 6,07k, 9 51,706.2 72,695.9 73,2078 186,859,2 81,910.9
Utah 3,56L.6 h,056.2 6,350.7 8,ki.2 14,299,2 4,261.1
VYarnmont 3,520.3 3,983.5 1,655,2 3,080.3 5'60[1.7 2,316.0
Virginia 23,890.9 29,525.6 36,061, & 29,525.6 78,885,1 27,h97.1
Fashington 10,7313 13,5816 20,559,2 25,65k,1 74,950, 3 22,133.0
Tost Virginia 13,297.2 12,258.3 17,24,7 20,672,9 31,062,3 9,453k
Nisconsin 17,898.% 17,5295 2,186,% 30,815.0 72,247.7 10,928, 3
Wyondre 2,983.9 1,829.8 2,h8,7 2,831.4 8,012,6 2,138.0

Soureo: Computed by the mther.

of consumption expenditures,

State totals allocated amng sperding unit incoms brackets on the basis
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TABLE XV1

ALLOCATION OF STATE INCOME TAXES BY SPENDING UNIT INCCGME BRACKETS, BY BTATES, 155k
(Thousania of Dollars)

Spending Unit Imoome Bracket

State $5,000- Over
o $2,000- 43,600~ 814,000~ ’

$2,000 3,000 i, 000 5,000 10,000 $10,000
Adabams Jo.h 9.8 912-" 1;09&19 5)27608 7,52705
M‘!.Sm 10,2 117.3 30509 36711 1,16900 2,523.5
Aricansas 15 90, 235,0 283,2 1,364.8 1,55,8
Califernis 152,85 2'213&8 5’775-2 6.93005 3&,&0001 h?’éhs-.’
Colorado 2.7 295.9 T72.0 926, s U0k, 6,36%,2
Connsctiout souse XY YYEY) YT aseonehe tassvanh sensnany
Delavare 21,9 251-7 656,71 - 788.0 3)797!9 s’hl758
Florida TIC sesasan ssrneaa dsacsane Perneenr sessaaen
Georgis o 300,2 783.2 939.8 11,529.4 6,461,2
Idllo J.OJI 120.0 313.1 375:7 1)810.6 2;5820’
mzmhmiou (I RXN ] (XY RN ] Svedine [XXEYX2X] aEprannS S400208p
Tone 1.8 0.3 1,252.9 1,503, 7,215.7 10,3%.1
Xansas 23.1 2651 692,2 830.7 1,003,3 S, 710.8
Kentusky 1.0 171.3 1,229.6 1,475.5 7,121 10, 1l.0
Loudsiana 1[.1 3916 1‘021.7 1.22630 5.908»7 8,1128.9
“m. [ TEXY] Ssvrtas ssaarts ®ssasans arsdsnrs Sosbaner
Maryland 51.3 65%.0 1,71%.2 2,053.1 9,5u2.9 11,183,7
Vaszachusetts 1h3.1 1,65 by292.3 5,150,8 24,8240 %,110.8
uiehigm st (AR LR Y] ssusacse [ EXE RN LY (AR R R NN s penan
Ninmeaota 108 1,171.1 3,055.0 3,666.0 17,668.2 25,203.9
Wississippi 10.6 11,8 "n7.8 BLh 1,838.1 2,622.0
HUissoury 52.3 600.9 1,567.6 1,881.1 9,065.7 12,932,4
Montans 9.8 13.2 2%5.h 355 1,108, 3 2,136,9
Hebraska XXX srncese I TY RS beaasers EXITIYY) sesveens
. Novads seasee Basanan ey ersoanie vesesvas sssesass
Now Hampshire 2,6 29.7 77.5 93.0 Lk8,0 639.0
New Jamq tesaa srannas tebnasns esssnses caranene dessssee
New Maxico b.5 5LS5 13k.2 161.1 776.2 1,107.3
New York 02,1 8,07L.5 21,060, 0 23,276.8 121,820, 2 173,778.2
North Carolina 717 893.1 2,329.9 2,795.9 13,4757 19,2218
North Daketa 5.2 60,1. 156.7 188,1 905,h 1,292.9
Chio ssaa LR EYY] vaedasae ereaanaa besrnoae aesssans
Oklahonh *18.8 26,5 56k 7 677.6 3,265.6 65841
Ol'ogm 8.0 9550" 2:1!91- h 2'93907 1!1,[108. S 20,553-9
Ponmyl‘vmic G-J‘q; sesecen Ressres trecasta ssasaces eravanes
fhode Island sasee snavens seasnty evsssmest crnnruses vesosene

South Carolina 25.0 287.6 750, 2 900.3 1,338.90 »189.
South Dakota YR AT XYY ITEXTRY) ersnaaas Peatance ssvrvars
Tennensee 6,9 79.3 206, & 2h8.). 1,195.8 1,705,8
TexAn emen e LR TI L) Beveres cosneany senenane ecaesran
Utah - 1.3 130,2 335.5 ho7.h 1,%03.3 2,800.7
Vermont 0.8 1248 247 389.7 1,878.0 2,678,9
Virpinia 78.6 $03.5 2,356, 9 2,828.3 13,620.9 19,LLk,6
ﬂn.uhingtcn aneen IXRLEYS Prreees R TYERYYTY sresenny ¢eonsmer
Went Virgin.h evsera evsscan sanvees “tesente 4 seevacse etevuvas
Wisconsin z.h 1,637.7 - hy2re,2? 5,126.6 2,707,k - 35,245.,5
¥yodng csvaa srsse e srecdre sssteeve ecereane sracenas

Sourco: Computed by the outhor. Stste income taxes allecated among srending undts a the basis of tax
Lisbility on the womn bracket incave under the Wisconsin tax which Profesaor ¥usgrave censiders ", , . repro-
sentative of the 35-State incope-tax schedules...." Richard A, Musgrave, "The Incidonce of the Tax Structure
ad Its Effects on Consumption,® in U, S. Congrees, Joirt Committee o the Beomerde Peport, Federal Tax

Poli% for Econamic Orumth snd Stebiddity, Subeommittee on Tax Folicy, Jeint Committse m the Eccnozdc Report
th Cong., 13t Sess, (Washington, 1 » Pe 122, ! !



ALLOCATION oF STATE EXCISE TAXES BY SPENDING NIt INCOME BRACKEDS, BY STATES, 195k
(Thousands of Dollara)

Stgte

TABLE IVII

Sponding Unit Income Brackst

129

0- $2,000- $3,000- $1t,000- 45,000 Ovor

42,000 3,000 &, 000 5,000 10,000 $10,000
idabema 15,18.3 20,729.L 22,869.2 19,793.2 39,720.2 ,443,7
Arizona 5,095, 8 ky 869, 3 7,134.1 9,455.5 22,251.7 74870,2
Arkansas 15,196.8 15,819.1 12,h92,8 14,823,6 2hi,230.8 10,7214
California 535996.2 6l,063,2 130,737.9 130,872,0 hok,513.5 119,175.8
Colorado 6,928,1 7’,128.9 12,019.8 13,02L5 32,052,9 11,936,h
Connectieut 6,902.9 10,419.5 17,192.2 17,322,5 S6,786.4 21,620.5
Delmrare 2,177.6 1’%9.1‘ 2,69!].0 2,1’6915 7)52008 6,21846
Florida 29,32.,2 31,916,0 1,776, 3 33,732.4 81,7%.2 11,516,8
0801'313 2lt,202,2 29,711,.17. 29,71’-.7 211;792~5 62,178,1 26,%909
Idsho 2,391,5 2,875.2 5,3u7.3 li,s05.8 5,431.7 2,472.1
11 nols 33,055.7 39,165.5 70,931.3 7h,660,5 228,250,1 85,86l,2
Indiana 21,416.6 2h,896,8 ly,762,3 h2,833.1 109,492,2 27,5714
Towa 18, 37.8 22,115,9 25,37.8 23,772.1 52,490,6 17,231,0
Kaneas 11,883.4 11,4834 17,939.3 19,2l 7 39,877.8 13,140.2
mhﬁw 11,608.8 12,753-’4 13,@030 7 13’131-3 31,7&1!9 n,336-h
Louistza 26,186.9 27,506.Y kk, k98,0 38,670.% 50,585, 2 37,3k6.5
Maina 01201].2 33095.9 10,99205 7’775-2 13)9'1-141 h,S'Oh.Z
Marylsanmd 9,910.7 11,455.2 18,920.4 18,405.5 52,385,0 17,890.7
¥asaschusctis 18,595.9 26,380,2 3h,597.0 33,515,8 76,762,0 26,812.6
llichigan 37-”.33117 35,180-2 60,&6509 78,0%00 266)59907 7');9%-6
Minmesota 17,580. 4 16,750.9 27,110.0 26,288-5 574505.0 19,059.1
Missimsippl 16 '182'ﬁ 15,979.3 m,1h7.3 1h,2:9,1 30,2281 10,992,1
Bisncurd 18,205, 20,06h.2 a,h24.3 26,752.3 66,509,2 26,009.2
Montana 2,369.7 2,6h2,1 3,922.3 5,175.2 10,050.8 3,077.9
Rebraska 6,176, 8 5,565,k 7,539.4 5,919.8 15,0334 $,177.7
Nevads 1,h12,1 1,655.0 3,05k.5 4,128,3 10,173.5 4,590,7
New Hmpshim 3’352c1 Ll.6%-2 5;9.&-0 5)?7616 11,977-1 h9997-9
Rew Jmey 15)0511-2 23’31309 38,!120.5 hS,OSh.l 135,070-’4 %’733-8
New Mexioo 7,031.3 8,31h.1 8,728, 8 10,65k, 9 32,32.3 11,5257
New York £2,b69,9 97,089.7 149,163,k 182,241.3 520,%93.2 5k7,h52.6
North Carolina 33,615.9 12,5986.1 b5,912.6 37,045.6 89,k34.3 T8,566.6
Horth Dakota 8,083.0 6,4830.9 8,095,7 7,313.1 12,376.4 5,876.3
Ohio ko, 1140 535557.7 52,396,8 105,005.6 301,217.5 100,254.7
Oklshoma 21,262.3 20,607.1 31,197.1 32,h61.h 71,796.5 39,199.5
Crogon. 1,607, 3 8,903.0 15,h3h.2 21,102, 7 SH,07h.2 47,002,2
Pennaylvania 16,727.2 63,173.3 101,463.5 108,243, 3 225,359.8 1i9,899.0
Rhode Island 6,532.8 8,557.9 12,026.2 13,205.7 21,675.0 16,406.9
South Carolina 17,1945 26,620.4 25,207,8 22,433,6 52,031,5 29,97L.7
Soath Dakota 6,390.7 6,762.0 7,701.2 6,59, 4" 8,53.5 3,812,0
Ternssseo 23,6331 28,751.7 32,876.2 21,127,0 69,772,2 37,617.0
Texas l,022,1 50,175, 4 70,210.5 72,678.6 183,203.4 87,2639.5
itah 3,509.1 5,419, 9 B,562.7 11,923.1 21,251.1 11,779.L
Vermont 3,228,5 3,968.3 h,Ty9.2 3,520.5 7,5uk.1 7,043,7
?Lr:ginh 15)333:" 20,230.1 25,658.1 22,%.1 67’05008 5610330 S
Washington 19,609.6 26,10.1 Lo, 21,6 52,65h.1 1h9,027.2 49,632,3
Wost Virginda 17,922, 17,453.k 2h,597.1 32, 16,4 us,%92.1 15,175.9
¥igconsin 15,7%.1 18,006.0 28,345.7 35,3741 97,2291 95,661, 3
Wyoming 3,351.6 3,11.8 1, 180,5 ky957.3 13,772,k b, 117.6

Source! Computed by the suthaer.

of consumption expenditures,

State total allocated smong spending unit income bracksts on the basis
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TABLE XVIII

AL2OCATION OF STATE CORPORATION RET INCOME TAXES BY SPENDING UNIT DNOME BRACKENS, BY STATES, 19%h
(Thotaards of Dollare}

Iperding Unit Incoms Bracket

Stats 0- 2,000~ $3,000- s, 000~ §5, 000 Ovar

$2,000 3,000 li, 00 5,000 10,000 $10,000
Alabama 16.6 380] 36.3 35.3 13508 770-8
h‘iama m.} 85.5 100. 1&.1 71!105 3’911109
Arkansas 178.5 32Lb 9.1 292,1 900.7 6,201.2
California 629,2 1,635.9 2,139.3 3,020.2 17,617.7 1090,798.6
Colorade 55 10h,6 in.s 184.6 830.7 h,8%.3
Connaotiart 125.7 329.h LB1h 557.4 3,uh5.8 20,396.3
Dalawars absdess teenssd YY) Jesenas Ssebnoes atssesse
Flﬂl‘idﬂ dsasasnra coesnan B3asenn XYY TEY] sbptares areasaen
5601'818 1%-6 h05.8 3!11«1 3111-1 1,;610!1 10'2%09
Ydaho 40,7 Bli. 3 128.0 122,1 503.1 2,035.6
ij18 X ARNT N [EXERERED ] Sanvapns LA XN N EN] (X R ERLEN] LER N N
Ilﬂima eastah [ A EEANEY B ad s [E RN R RN Peabionns LR NN
Towa . 7]1-5 T2, 3 81.3 32?|IJ lgéééoh
Kansas 49.7 85.2 ioLle 3.9 518. 3 2,659.0
Kentucky 133.5 258.6 2in.9 258.% 1,1:3.0 6,332,3
lottisiana assdain Asaarts avane- - cesesee teresree severnsy
Maine sesbaas cbavese tevsa sy teversra ssesaree sessssee
Maryland m.7? 237.3 335.1 316.9 2,038.1 10,833.7
Hagmachusetis 260.7 703.8 729.8 83h.1 3,675%.3 19,862.3
Michigan 110.5 261.1 214 632.h li,005.3 17,9654
Rinnesota 203.1 3335 Lo, 2 5.7 2,117.7 10,878.8
Missisaippi 20,7 h15.7 2954 361.0 1,433.1 8,183.1
MNimsouri csasnis senenea aedaaas veasavue RIS L) Srevenns
fontata R EI) kA9 7.9 280.9 1,3k2.7
Nobraska seesssn Aassna samanss sesnasn assstres sbveane s
Nevada srenass TYRIEE NI emsests ssacaron cssns ey
New Hempshire sereass sstenae resscns cessine, Ceesasans
Now Jervey enernss cevedss coedacn 1rseens cravares cernasen
New Wexico 2.6 25.2 22.1 30.5 172.5 78%.0
New York 1,226,7 3,066.7 3,h75.6 hy203.% 21,h67.1 171,123.8
North Carolina 758.1 1,55h.2 1, 6.7 1,1785.1 1,776, 3 28,316.5
gheﬁh Dakots 29.1 k2.3 42,3 h2.3 138.2 657.1
Oklahotm 102.0 T172.6 T211.8 “a0 '1,027.6 "6,079.1
Oregon 88.9 237.0 325.8 h8. 3 2,236,535 11,h34.2
Panmaylvania 1,218.0 2,557.7 3,775.7 b, 384.7 17,0515 92,809.3
Rhode' Island 851 177 72128 T2 "875.8 5 k915
. South Carolina 286.1 700.9 5h3,6 shi3.6 2,217.3 10,027.8
South Dakota h 7.8 7.4 7.le 7.9 193.5
Tennosses 276.5 569, 3 553.0 Soh. 2 2,391 11,971.8
Toxas sane nae 1¢serse assanss BRIy ssosusac assnvune
Utah 51.8 9%.6 1274 195.1 625.2 2,887.0
Vormort i9.3 9.4 2.1 15.0 216.3 1,582,5
Virginia 307.k ©36.8 66,8 61..8 1,07h.1 16,688,1
Washington sessena reenes e aresane aenas seerse s veresens
Wost Vil‘giﬂiﬂ svbanes sebesan crrera coessssa srerenee 4sssenen
:;;i:r‘:in 622.1 1,100.6 1,329 1,866.3 8,135.2 34,789.9

“rseasi e sansenee XYY

Source: Computed ty the auther. State totals allocated saong apending unit brackets on ths basis of
income payrents {rem dividends,
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ALIDOATION OF STATE CORPORATION NET DNCOME TAXES ON THE BASIS OF MUSGRAVE!S ALTERNATIVE
INGIDENCE ASSUMPTIONS, BY SPENDING UNIIS, BY STATES, 195k

(Thousands of Dollars)

Spending Unit Income Bracket

seves sra

arsemenn

e sasres

State $2,000- £3,000- 81,000~ $5,000~ Over
42,000 3,000 11,000 5,000 10,000 $10,000

Alabama 52,9 79.1 83,2 73.3 193.8 551, 2
Arizens 1811-5 201.2 278-[] 390.8 1,135.6 2,8“300
Arkenmwas 559.9 674,2 508.5 62u1 1,303 N h’mlgi 1
Caiifornia 2,890l h,12%6,9 6,501.8 8,011.9 %,285.8 74,0%.5
Colorado 207.1 252,2 389.7 uh3.1 1,3tk 3,517.5
Connectiont 532.1 855.3 1,435,7 1,hoh.9 5,979.5 14,999.5
Dela'&m asrraas sedeaar IYTXTIL sesensas Cavmaane 4srssens
Florida Priasus asennss eretessd aastrses sessasen sraassen
Qeorgia 669,2 9310 687.8 778.5 2,423.0 7,139.6
Idaho AAEN 159.9 218,2 250.5h 675.6 1,Lb6.3
Iinois hevenss eesiens vasesana ressssse aensadsa esnirses
Indiana ssscera sasusaa sveteers eratahen ereseans evnruese
Towa 110.7 15k.3 157.9 165.1 465.9 1,192.2
Kangas 156,2 179.9 25h.4 201.1 758.5 1,508.8
Kantucky 136.6 5h7,8 ShS. 1 55%.0 1,696.4 [1,555.3
Louisiana ssisese sasdden Sesstane essanst s Breseras Learnees
Maine Asyesns crbosna e¥vetoss ssesonuy treeree asssrcan

. Maryland k32,8 572.h 907.5 910, 8 3,253.0 7,859k
Maasschusetis 921.0 1,529.2 1,87.8 1,902.8 5,53k, 7 1, 318,9
Michigan SSu.hy 687.1 1,139.9 1,530.3 6,450.9 13,070.0
Minnescta 6%2,7 715.6 1,107.2 1,112,0 3,104.0 7,813.4
#ississippi 740, 3 819.6 703.8 751.2 2,03.5 5,8u9,2
¥isnouri besmaca ssaniibe Semanins Cthaaba resassan sersntia
Hontana 76.0Q 85.2 119,6 166,71 k0.3, 963.h
Nebraska sessras et essake  sasessss sacsncen
Nevada esasaen everuss cersuana asavesas ‘sasetnse
New Hampshire tesenss reevren sveesres [ senensan
New Jersey Sriasan sesstes Cenennna eetevana aamasnes
Now Mexico h3. 554 55.0 &68.1 260,96 69,1
New York 5px79.11 8,382, 13,hh9.2 12,539.6 39,867,¢ 121,387.2
Vorth Carolina 2,27k 3,131.6 3,070.5 2,413.h 6,772.7 20,224
North Dakota 77.h 75.5 .0 76.3. 16h.2 L6k, 2
Ohio saesane aseraas mearoaes Pesesrasr  asesassae tenpnnan
Oklahoma 358.2 38.9 sk9.1 S80.U 1,57%.2 ly, 395.2
Oregon 320.9 7.8 883. 7 1,105.1 3,550, 5 8,30h.0
Pennsylvania 4,303.5 5,675.1 9,159, 5 $,78k. 3 2%,517.9 66,866,6
Rhode Island 302.8 hoz,0 $39.2 Shi.7 1,338.6 3,561.h
South Carolina 767.7 1,311,232 1,19,2 1,028,2 2,921 7,143
South Dakota 10,9 13.7 %€ 1.1 22.6 73.0
Tennesses 862.1 1,160,3 1,257.9 1,012.3 1,383.1 8,561
Taxaa “rezrses ee st un et sennng “srednae ssere e seesrves
Jtah 150,90 1%5.1 290,17 Loh. 9 3.0 2,062.7
Vormont. 1.3 187.1 201.9 Lii5.0 237.0 1,125,7
Virginia Q80,7 1,383.3 1,5%.6 1,304.7 u,011,2 12,018,
Hashington rerass averans esresen srresens sresaans cevenass
West Virginia XTI RN ssenass seabasne Piernene Crsesini ssenseas
Wiaconsin 1,962,0 2,2u9,2 3,17h. 3 3,778.1 11,950.3 24,916,0
Hyoming Prsesae webaree

Sourcet Computed by the mithar.

State totals allocated amon: srendiar unit incoue hraskais sre-third on
the basiy of consumption experditurzs and two-thirds on the itz of tHeemn paywents {rom dividerds,
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ALLOCATION OF STATE SOCIAL INSURANCE CONTRIBUTIONS BY SFENDING UKIT INCOMB BRACKETS, BY STATES, 15k

{Thousands of Dollars)

State

Sperding Unit Income Bracket

o~ $2,000= $3,000- 8l 000~ 35, 000- Over
$2,000 3,000 a:ooo 5, 000 10,000 $10,000

Aabema 1,292.4 2,603.0 2,930.7 3,53,k 6,13k.b 1,711,
Arizona *908.2 1,327.3 2,008, 5 3,685.1 7,492.8 2,003,
Arkansas 192.7 1,26h,2 1,0h3.5 1,706.8 2,18.6 825.1
California 9,L28,1 17,192.9 30,503.6 k9,637.6 132,829.1 37,713.5
Colarado u87.2 795.1 1,312,5 1,978.7 1,276.1 1,203,1
Connecticut 3.6 2,205.9 3,698,9 55190.9 1h,702.3 4,320,5
Delaware 9692.1 *%0.5 "181.0 "230.3 606.5 385, 9
Florida 1,428, 2,h30.5 3,240.6 3,62L.b 7,632.6 2.063.5
000!'81& 1,662.7 3,233-0 3’325th 3;833~h 81313-5 2,72500
Idsho A6, 6li5,2 1,236.1 1,4h2.7 2,521.7 529,8
11linois 2,80L.1 5,287.7 9,69L,? 1k, 100,6 37,1:1.'_::6 10,815,8
Indiana 1’,267.7 2:335.3 3:972.3 1S T 12.5;:.5 2,&22.@
Iona 831.6 1,553.1 1,809.9 2,372.4 1,512.5 1,1h9.3
Kanses 670,1 1,073.6 1,638.6 2,h63.6 b, 3%0.9 1,107.%
Kentucky 1,502 2,616.9 2,8u7.2 3,810,? 7,93b.k 2,198,2
touisiana 1,388.1 2,213.6 3,733.% k,Ligo. e 9,12 1 2,895.%
Waine "886. ¢ 13779 1,%07.0 1,859.7 2,881, 2 722.7
Maryland 8ok. 5 1,h62.6 2,hlh9.9 3,290.9 8,13%.% 2,13%.1
Massachusetts 5,089.1 11,42h.3 15,352k 20,L60.2 L0,712.7 10,505.2
Kichigan 3,293 5, 469.0 9,100,2 17,56k.8 $1,995.8 11,576.8
Winnesota 1,475.3 2,189,1 3,616.8 ;,878.0 9,256, 3 2,355.7
Migsissippi 657.6 1,00.0 93h.6 1,307.0 2,403.2 67k,

Wissouri 986.1 1,695.h 2,b30.1 3,200.5 6,902,7 2,076.0
Montana 118.1 725.2 1,117.7 2,039.1 3,h21.3 B10.5
Nobraska 3.9 ubg.? 621.9 677.0 1,LE3.9 389.7
Nevada 263.0 hso. R R7L.S 1,5u7.7 3,210.6 1,1k0,.5
New Hampshire h69.8 ~=hh 1,227.2 1,522.6 2,187.6 605.0
New Jorsey 3,60.6 68,3 12,013. 8 18,0733 50,721k 13,b54.5
New Mexico 283.0 LH3.1 517.3 8s5h. 2,235,0 507.5
Nem York 15,3u%.% ,807,2 81,02.3 Th,672.6 171,332, 2 67,520.2
North Carolina 2,757.6 5,121.3 S, 9.6 %,611.8 10,735.1 3,151.6
North Dakota 52,6 712.0 8651, 1,025.7 1,Lk8,9 8.k
Ohio 5,311.0 L. S 18,k 0 27,15, 2 69,0h3.1 17,113,2
Olcl.ahoma 823.3 1,222,1 1,805.3 2,611,k li,901,2 1,000, 8
Oregon 889.0 2,163.3 3,585.7 6,52.8 13,329.3 353783
Penngylvania S,583.1 10,989.9 19,171.3 26,293.6 47,1345 12,699.5
Rhedo Island 1,h86,1 2,655.5 3,800.5 5yl b 8,624, 1 2,055.5
Sonth Carolina 1,175.3 2,717.2 2,58h.6 3,154 5, 782.2 1,292,3
South Dakota 102, 8 169,31 197.2 21L.% 20.5 .7
Tennugsos 1,802.2 3,331.1 200 u,37,.2 9,507.8 2,360,2
Toxas 1,912.0 3,382.7 hy $14,.7 6,728.7 1,928, 2 5,000,6
Utah 32u.5 583.4 93,8 1,743.6 2,528.2 576,7
Vormont 278.8 u88.7 41,9 532.5 W2 N 205,98
Virginia 67b.2 1,715.4 1,620,2 1,808.6 1,252.4 1,Ua1,8
Washingbon 2,267.9 h,h72.7 750556 11,552 o, 23,1 6,56,6
West Virginis 1,7h3.2 2,5ub.2 3,627.5 6,007.0 7,829,9 1,813,9
#isconsin 1,5',0‘9.9 2,h72,6 3,781.5 6,156.9 12,150.1 2,007.1
Wyoming 2. 3 304.9 432.3 579.1 1,650, 3 3.8

Sourca: Computed Yy the arthor.
of inclusive wages ad silaries,

State totals allocated aucny spending unit incqme bracketa on the baals



ALLOCATION OF STATE PROPERTY TAXES BY SPENDING UNIT BRACKEDS, BY STATES, 198)
(Thousards of Dollars)

TABLE IX1
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Stats

Spending Unit Incomd Bracket

0- $2,000- 43,000~ 8k, 000 $5, 000~ Over
$2,000 3,000 4, 000 5,000 10,000 $10,000
Aabama 1,296.2 1,h01.7 1,383.3 1,232.1 2,150.6 1,397.1
Arizooa 1,157.9 21,5 1,216.3 1,657.h 3,836 2,156.8
AJ‘R&&SGB 53.5 h?-z 33-11 h006 65-5 h516
California 5,410 5,h51.4 8,475.8 10, 306,2 31,515.7 18,26L.8
Colorado 770.9 688,8 95t 0 1,107.% 2,688.,6 1,577.1
Connacticut 12,7 15.1 23,7 21,5 79.5 k7.5
Delaware M1 7.8 132.5 12,6 3756 b7s.7
Florida 79%9.3 737.4 85l b 718.7 1,719.4 1,%3.1
eorgia 158,2 163.2 1h7.0 125.9 2.5 2067
Idaho 241.9 239.0 b15.7 352,0 b6 309.1
Wlinoie 2h1 2.3 .4 k2,3 138.5 75.9
Irddzna 1,386.8 1,350.7 2,025.7 2,150.8 5,402,8 2,15, 3
Iowg 17.% 17.9 14, ) 17.7 . 19,9
Kansas 1,036.8 872.h 1,175.9 1,30.5 2,651,0 1,3682."
Kanbuclqr 1,755.5 135990 2 1,;”-0 1,509.0 3,607ﬁ2 2105-C‘
Lot aimna 1.201.9 1,087.3 1,577.6 1,k01.8 3,250,7 2,105.3
Uaina 159.3 132.5 160.7 115.5 207.1 105.5
Maryland £63.9 gsL.h 81k .6 B4 2,290.2 1,238k
- Massachusetts 23.1 27k 32,2 r.0 7.6 40.0
Michigan 2,267.2 2,07L.5 3,196.9 hy24n,9 1h,034,7 6,52,k
¥irnescta 1,602,6 1,279.5 1,8%.0 1,8k3.3 3,997.2 2,090,k
Minsiesgippl 261, 2 213.3 165.3 152,2 403,k 230.3
Hissouri 87,9 80,8 1,29h.0 9%h.2 2,4h9,8 1,b79.h
Uontena 1385 408, 9 st § 73,2 1,117.3 688.5
Nobragles 3,117.3 2, %9.9 2,881.3 2,330.6 5,831,3 3,46.7
Nevada 197.0 180.5 303.6 h02.1 950,0 6906
New Hamprhire 191k 09,k 23h.1 216.) Wig, & 201.1
Yew Jersey 260, 299,38 2.2 u70.2 1,h76.3 800.0
Vew Mexico 509, 7 ht0.7 Wro. 5 537.8 1,613.2 751.5
New York 170.9 26,7 272.7 296, 773.7 618,0
¥orth Careclina 94,8 953. 9 BH9. & 678.9 1,486,0 886,6
Nerth Diketa 707.3 L83.6 513.0 ho.8 731.8 340,6
Chio 2,061,°7 2,1%5.8 3,362.9 3,663.6 10,676, 3 5,k27.0
Oklshoma sacsase ssvassa ervevas sar e seoenn e enasine
Crogen 2.0 2.0 3.0 3.0 6.0 3.0
Potnsylvenia 1:0.¢ 1%,% 22h.9 228.7 29,1 259.0
m‘ld& Islﬂ\d senanas XXE L) seanean Tasssae apnebnase sravsens
South Dakata 19,6 17.2 17,8 15,3 19,7 1.6
Tennoesea sesase ssases e stena asmsenn easanaas eset s e
TexRe 2,721.6 2,590.) 3,2h7.% 3,%8,.90 8,533.0 5,850, 9
Utnh boL.O 1.8 535.9 734.6 1,226,2 8.l
Vermont 61.9 s9.0 61.6 ha.c 75.5 48,8
Virginia 1,358.2 1,012.3 1,550.0 1,303.% 3,h39.6 1,889.6
fiashington 1,408.6 Lh92.0 2,066,6 2,594, 8 7,506,2 3,b93,6
Weot Virginia 39,0 30.8 38.7 b7.9 T0.9 k.0
Wiscemain 2,2%.8 1,R87.6 2,533.3 3,040,0 T1T03.0 3,069.7
Wyoming 59L.9 k60,3 %0,2 655.1 1,BA.¥ n2.o

Source: Compited by the mithor. State totals nllccated ene—half am ths bagls of 1liguid asset holdings

and one-half on the bazis of consumer exrenditurcs,
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these data. Table XXII presents the incidence by spending unit brackets
of the federal taxes; Table XXIII presents the comparable incidence of
state taxes by spending unit brackets. The combined federal and state

incidence by spending unit income brackets is presented in Table XXIV.
DETERMINATION OF THE STATE PERSCNAL INCCME BY INCOME BRACKZETS

An estimate of the relative tax burden of the several income groups
in each state requires more than the determination of the doller amount
of taxes paid by each incomes group. Such fax payments mist be related
to the income vase from which the payments are made. This in twun re-
guires the computation of the amount of income accruing tc the members
of each income groupe.

The process of determining an acceptable tax base involves the
computation of an adjusted personal income figure for each state and
then allocating tbhe state total among the spending unit income brackets.
Again a modification of the technique used by Musgrave in 195L was
adopted. However, since the 1956 publication by the Department of Com-
merce of personal income data for each state,59 the detailed zdjustments
such as were made by Musgrave were materially reduced.

State personal income is defined by the Department of Commerce
economists as ".e.ethe current income received by residents of the States
from all sourcés, inclusive of transfers from government and business

but exclusive of transfers among persons....“60 The concept of personal

59The publication was Charles F. Schwartz and Robert E. Graham, Jr.,
Personal Income by States Since 1929, U. S. Department of Commerce,
Office of Business Economics (Washington, 1956).

60rpid., pe 57
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TABIZ vt

DISTRIBUTION OF FEDERAL TAX IRCIDERCR BY SPENDING UKI? INCOME BRACKETS, HY STATES, 195l
{Thouzands of Dollars)

Spending Unit Incozs Braoket

State o- 42,000~ $3,000- 8,,000- §5, 000~ Over
$2,000 3,000 14,000 5,000 10,000 $10,000
Alabama 21,352.3 47,082.4 55,066, 9 58,600, 8 158,106.6 188,371.6
Arizona 9, 11,662,7 18,725,6 29,750.0 93,485, ¢ 125,885.%
Arkansas 20' ’16 0 26’339.8 2!1,02905 33’56607 72,563.1 102]57903
California 125,03k.6 210,023, 2 hos,176,0 £50,937. 3 2,157,789, 4 3,071,h41.0
Colorado 18,600.7 25,500.9 50,168, 7 574233.6 181,k92.2 29,2995
Connesticut 25,7h1.ﬁ 51,902, 8 90,51k, 8 112,910.7 477,178.4 876,137,%
Balaware 9,25, 8,205,2 16,238, 2 17,910.1 69,825.4 375,353.7
florida 50,163,5 724,229.5 10h,038, 3 97,525.1 319,150, 3 727,664,0
Georgis U7,57h.0 70,176.1 Bo,b412.2 78,516,2 245,297, ls 35053137
Idaho 6,150.% 8,715, 20,078.5 15,357.9 51,528,1 39,795.0
T1linots 95,1%.1 162,574 336,059.6 " 1h09,712.5 1,548,90L.5 2,077,!138.0
Indiana h13237oh 63.7&. 133)0970 155)862119 5 9147.7 07
Iowa %g y2h3. 6 54,81h.0 ‘b{ 2139.1 77,026,1 229,92lL,6 ?11 b 7
Rangns 31101 33,177.9 1,850. 3 75,479.2 203,577.0 210,518.9
Kﬁmlw!v 33951110 h8g7370h 1’667ob 66,021709 216'783111 255,5(1“0
Loudsiann 23,53;-2 32,300.7 61,0;’1:5 66’678-5 19&,598-8 270,575-9
Kains 20,022,010 2h,623.1 37,221.0 30,0117 Th,852.8 12%,357.3
Mnssachusetts 79:481.1 156,109, 2 212,491,0 23h,12, 9 692,086, 4 1,205,877.7
Michizan 59,901, 9 89,776.6 185,805.2 276,492.7 1,198,226.9 1,179,022,7
Minnanota 45,843.8 £9,685,5 107, 7k, 7 116,280.2 321,7h7.1 L02,9%,6
Wisgissippd 17,h03.4 21,7524 21,35k, 7 26,631.0 72,827.3 81,171,
Hisgourd 60,176.7 57 ,829.6 ik ,023,0 155,381.8 1,87,821,6 727,628.3
¥ontans 7)3’1703 10,138 8 17,68500 27.211153 66:59-1.0 51 261.3
Kebraska 26,627.3 31,915.8 17,931,9 bl ,991.2 137,201.2 15k, 69,2
Nevada 2,800.3 1t,162.6 8,265.3 12,103.5 10,278k 73,2h1,1
New Hampshirs 9,770.8 17,916.9 22,857.8 23,178.5 65, Il 2 97,3893
Now Jersoy 53,659,2 103,56, 192,85k.8 227,922,2 917,82h.9 1, 199.8113.
New Moxico 7,001,1 9,khlh.6 12,473.% 16,502.3 68,629,6 B7.,236.7
Naw York 187,084. 3 181,390.1 615,258.9 734,38..5 2,k83,5u1.9 1,181,789, 7
North Carolina 48,935.9 75,162, 8 85,523.9 77,0375 224,287.3 339,772.2
North Dakota 9,662, 3 9,643, 2 13,189, 3 Ui, 137.6 28,615.7 25,1380.6
Ohio 89,621.6 152,615,0 295,728.0 375,88k.S 1,335,973.7 1,518, 381.0
Oklahoma 22,65h,7 27,5%0.0 u8,387.1 $9,314.8 173,678.4 211,639.3
Oregan 12,128.5 25,213.6 16,166,k 65,227.5 205,471.8 205,27h,1
Pennsylvania 1hh,120,9 230,302.7 Ik, 072.7 508,1469.6 1,360,104 2,318,437.6
fhode sland 13,h68.1 22,115.0 32,794.3 ¥,951.3 93,019,k 187,008,9
South Carolina 20,598.0 37,930.5 39,k33.3 39,0%.5 112,455.7 109,862}
South Dakota 11,676.6 15,273.k 19,525.3 14,588.8 %,622.5 38,180.3
Temoassa 35,729.7 8li,662,1 71,273.0 68,721.7 22,632, 8 26,048, B
Texas 86,252.1 124,128,8 202,931.2 216,570.% 812,767.1 1,182,618,3
Utah 75540.5 11,050.0 15,068.6 26,h08.9 62,958.0 61,751.0
Vermont 8,378.8 12,2h9.% 16,177.5 11,806.0 29,115.8 75,1500, 8
Virginia 16,1150.0 75,19.5 102,210 95,975.3 341,382.3 k45,222,717
Washington 22,880.3 390,3M2.7 T5,117.7 98,510, 0 387,347.9 351,219.6
West Virginia 25,216, 9 31,k2h. 3 L7,8h1.% 68,647, 8 133,137.7 1:h,710.8
Wisconsin 27,317.7 59,716, 1 101,280.4 136,837.5 11.9,841.6 438,10, 2
#yoming 3,%09.0 5,153.7 7,1h3.1 10,393.5 35,7039 34,1351

Source! Computed Wy the auzthor,
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TABIE XXII1

DISTRIBUTION OF STATE TAX INGIDENCER BY SPBNDING UNIT INCCME BRACKETS, BT STATES, leth
(Thousands of Dollavs)

E —
Spending Unit Imcome Brackst

|

State

$2,000~ $3,000- 3,000~ #5,000- Over
ta,oog- 3;000 h:ooo 5,000 10,000 $10,000
N 5,598, 2
B17. 25,122,2 28,131.9 25,6B7.5. 53,718.8 28, :
g 1k 7326.9 10,767k 15,331.2 %,091.1 16,798.8
Arkensan 16,229,2 17,605.6 1k, 021 8 17,146,3 6%2,383.; 7 g, 330'1,
California 69,737.7 90,5972 157,631.8 200,756.3 hﬂ’27 o1 25’6!..7'1
Colorado 8,267.3 9, 13,6 15,239,8 16,292, 3 22231 20T
Conna .9 12,971.9 21,3%6.,2 23,095, 3 75,01,0 55,501.8
Dam:::mt g,’l?z.? 1:786.1: 3:66!:.2 3,612,h 8,503.0 ﬁlx,shs.ﬁ
Florida 31,548.9 35,083.9 L5, 881.3 38,075, 5 91,0088,2 72923,
Georgia 2,216.0 33,81k, © 3k, 308,k 0,032,7 76,8949 46,461.7
Idsho 3,036,9 3,973,7 7,4k0,? 6,669, 3 15,111.7 8,209.5
- 6‘9
Illin B 3-9 !lh 77?05 80 66[}-9 BB,E‘JT.h ?63,803‘2 106’913
Indin;? gg:o?fl.z. 2!‘):585.8 h7:76h.3 50,598, 3 27,4315 35,516.9
Towa 19,27h.9 2, 302.7 27,258.3 27,747.2 6,6, 7 35,559. Z
Kansas 13,671.) 11&,130;(7 2155119-0 21.!,160.'4 Sl’bol‘g Zlbe?lc:c.o
Kentucky 15,288.0 17,699.4 19,b24.k 20,184,656 51,537, 34,834, ¢
Lout 29,151,0 11,298,9 50,830.8 15,796.1 108,893.0 52,929.6
opaetars 22500 9,607, 3 13,061.) 9,781.L 17,030.0 Tk
llnrylard 1.1,!12:8.1 11:.2-65.5 2’-[,239.2 2[1, 9h7.8 7hy792-3 lsbjlﬁhlko%
Masaachusetts 2h,111,9 10,381,3 Sk, 81,7 59,9%2,¢ 12;6,0«5.r .3 1237,65 S
Michigan 38,132, 8 43,021.8 73,96L.6 100,48k ,1 335,008, 5 3,653,
5 63,660,%
Minnesota 20,%63.2 21,732,2 36,1@.0 3,163.5 90,5453 s
Missiseippt 17:353.1 11;790.1 15, 880, 1 16,490,7 3,306, li ﬁz,ohi c11
Nissourd 20;112:7 23,165.3 33,725-P 32,825.] %,9?7. ?,g? cs
Montana 3,%57.8 3,9%9.3 $,928. & 8,383.9 16,878,6 9,497,
Nebraska 9,609,0 8,u5.0 11,042.6 8,957.k 22,348.6 8,819,1
Novada h,ZlE.h S’t_szlob 11’3‘;9-8 16.53-1-8 50,’151.9 77|831-B
Now Haopahire 13,122,9 22,603, 1 28,793.8 29,255, 1 77,421.3 102,387.2
New Jorsay 68,713.4 127,280.k 231,275.3 272,97%6.3 1,052,8%h.4 1,354,576, 9
New Moxico 14,h72,h 17,758.7 21,202,3 27,157.2 100,971.% 60,7621
Now York 239,5%h.2 s74,176,9 760,422, 3 916,625.8 3,m0h;13%.1 6,129,2k2,3
North Carolinn 82,551.8 113,18, 9 131,8%.% 11k,083.1 313,721.6 k1h,338.8
North Daketa 17,7453 16,4742 21,285,0 21,u50,7 L0,992.1 31,25%,9%
Ohio . 129,735.6 206,172,7 388,12, 8 1181, 890, 1 1,637,191.2 1,618,675,7
Oklahoma 43,917.0 18,238.1 79,584, 2 91,776,2 255,17k . 9 201,13,8
Orogon 16,735.8 34,1210 61,600,6 8,330, 3 263,516.,0 252,276, 3
Ponnaylvania 190,648, 1 293,476,0 $h5,536.6 616,712.9 1,585,67h.2 2,3%,3%.6
Fhode Island 20,0009 30,672.9 Lh,782.5 50,157,0 117,594, 4 203,415.8
South Carolina 37,792.5 64,550.9 &l,641.1 61,590,1 164,487.2 139,83k.1
South Dakota 1B,067.8 22,035,k 27,226, 5 25,203.2 43,159, 1 11,9923
Tennessee 59’%3'1 83’,123'6 1“1,1110.2 9611'1007 2% ',I{)S.O 283;66508
Texas 130,274.2 17h, 300, 2 273, Ul.7 319,24%.2 995,970.5 1,269,867, 5
Utah 12,049.6 16,479.9 27,631.3 38,3319 84,209, 1 73,530.k
Vermont 11,607.3 16,217.9 20,976.7 15,325.5 3,659.9 82kl 8
Virginia 61,823,k 95,575.6 1:7,869.1 118,5L2.4 408,133.1 501,2%, 2
Washington L2,l89. ¢ 65,0328 116,359, 3 ©151,19%,1 53,375, 1 100,951, 9
West Virginia h3,139.3 L8,877.7 72,138,5 99,754, 2 178,929.8 . 159,886, 7
Wisconsin L3,12h.1 T7,722.1t 129,62.1 172,211, 7 517,071.0 533,825, 5
Ayorting 7,260.6 8,270.% 11,323,% 15,30.8 50,475, 38,232,7

Sourcat Computed by the muthor.
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income is a broad one; it is a before-tax measure and it includes
imputed non-monetary income. In his 1954 analysis Musgrave did not have
such data. Consequently 1t was recessary for-him to utilize existing
income data and undertake the adjustment of them. However, not all the
adjustments undertaken by Musgrave are incorxrporated in the state per-
sonal income as reported by the Department of Commerce .51

The state personzl income payment computations do not credit either
the aﬁounts of corporate income tax payments or the amounts of retained
corporate earnings to individuals as income. However, if it is neld
that the incidence of the corporation income tax is on the dividend
receivers whose income is reduced by the tax, then the inéome which is
so reduced logically should be distributed to the taxpaying recipients.
Since tne burden of the tax is related to the income received by income
groups from dividends, the corporation income taxes and the corporation
retained earnings are imputed on the same basis of dividend income re-
ceipts. Tunis is the adjustment which was made by Musgrave62 and it is
also the édjustment undertaken here.

Furthermore the state personal income payments do not include per-
sonal contributions made for social insurance either by employees and
self-employed persons or by the employer for employees. Conceptuslly
it is necessary to increase state personal income payments by the amount

of these personal contributions since the burden of the contributions

8lpne process of computing state personal income is involved. Ex-
pansion of its technical components and elaboration of its techniques
are found in Schwartz and Graham, pp. 57-70,

82rpe Incidence of the Tax Structure and Its Effect on Consump-
tion,” p. 109.
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has been allocated among the income groups. Therefore, the state per-
sonal income total has been increased not only by allocating the core-

poration retained earnings and tax payments to the states but alsc by

adding the personal contributions for social insurance.

After the corporation income tex payments and retained earnings
have bheer allocated to the states on the basis of dividend income re-
ceipts, the state totals are asllocated to the spending unit income
brackets within each state on the same basis of dividend income re-
ceipbse The remainder of the personal income payments are allocated
among the state sperpding unit income brackeis on the basis of sperding
unit money income acceruing to each income bracket.63 These separate
allocations are then totaled for each income spending unit bracket with-
in each state. The dollar income accruing t¢ each income bracket in

each state thus secured is presented in Table XXV.

ESTIMATION OF EFFECTIVE TAX RATES BY SPENDING

UNIT INCOME BRACKETS

~-When beth tkhe total dollar income and the total tax payments of

630ne of the effects of using the Department of Commerce personal
income data is to distribute the embodied implicit income receipts
among the income spending units in the same pattern as the adjusted
money income distributions derived from Survey Research Center analysise.
Musgrave's 1948 caution that this is probably at variance with the
facts should be recognized., Musgrave, et al., "Distribution of Tax
Payments by Income Groups: A Case Study for 1948," p, 11, n. L. 1In
195% Musgrave carefully developed an sdjusted income concept by allo-
cation of non-money income by separate allocators for the components.
However, the extent of the departure of the non-money income distribu-
tional pattern from the money income pattern seems relatively small,
A different problem which Musgrave does not mention is the probability
that increesing income totals will change the spending unit income
bracket distribution of consumer spending wnits. Since there is no
tasis for escertaining the extent of this probable readjustment, it
rem2ins a methodological difficulty not resolved in this study.
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each spending unit income bracket are known, it is possible tc compute
the effective rates of tax. These rates which Musgrave defines es
¥ eoethe ratio of tax payments to income received for the various income
bracketse ... "o were computed for the federal taxes, for the state
taxes, and for the combined federal and state taxes. The computed
effective tax rates are presented in Tables XXVI, XXVII, and XXVIII.
Several methodological observations seem 0 be necessary. As in
other empirical studies involving tax incidence the extent of the limi-
tatlons imposed by such methodological considerations is unknowne
First, it should be noted that the personal income total for the United
States utilized here is substantially larger than that of the Musgrave
analysis, After completing all zdjustments to determine tThe broad in-
come total for the United States, Musgrave secured a total of slizhtly
more than $285 billion.®5 In this anelysis the unadjusted income tosaled
slightly less thern $285 billion. After adjustment the total income
allocated to the states totaled slightly less than $318 billion, The
effect of distributing the tex payments over the brbader income base is
to reduce the effective tax rates. In addition, it is prcbable that the
imputation of income by Musgrave and that undertaken by the Office of
Business Economics of the Department of Commerce may nct have been based
on common procedure; the difference in income totals is suggestive of a
dissimilarity in technique. Second, the difference in shifting assump-

tions utilized in the allocation of the corporation income tax should be

61-1-1:
Pe 99

651bido_’ PQ 109’ Table A-Q.

The Incidence of Tax Structure and Its Effect on Consumption,"



TABLE IXV

ADSUSTED FERSONAL IMCOME BY SPENDING UNI? INCOME BRACKETS, BY STATES, 19§1.
(M21ldons of Dollars)

Ipending Unit Incom Bracket

Stata (Thousands of Dollars)

o2 2-3 34 L-5 5-10 Over 10
Alnbams 306,2 1.9 530,k 487.8 1,058.8 6h2,6
Arlrona 101.0 108,0 174.8 242.9 612,5 392,2
Arkansas 228,0 267.6 232.0 287.2 509.1 275.0
Crlifarnin 1,176.6 1,588.4 2,965.5 3,723.6 12,56%9.9 8,667.1
Colorado 160.9 191.0 3138.3 386.1 1,025.6 700, 3
Connagticyt 201.7 7.6 6254 665.0 2,390 L 1,990.5
Delswars 63.5 U 9 9.0 92.8 Lk 662,13
Florida Lg8.7 565.5 809.6 690.3 1,821.3 1,6k9.9
Georgla 18,1 76,0 637.2 40,9 1,512,2 1,122,3
Idaho 59.1 79.0 163.5 .5 1.5 1.k
I11inois 895 1,%08.7 2,4k 2,65.6 8,827.9 5,950. 3
Indinna 159.9 603.3 1,116,1 1,196,3 3,318,6 1,37h.)
Ioma 395.3 $38.6 673.5 8651t 1,585.7 B57.8
Kanoas 272.) 3os.1 506.7 51L9 1,27h.1 69%.9
Kantucky 3517 h25.8 b97.1 02,35 1,3119.9 856.7
Louisiana 2835 31,2 587.4 534.h 1,356.5 92,6
Maine 62,1 182.8 269.7 200,9 395.h 287.)
Warylard Lot.6 527.2 9h9.5 9654 2;99.6 2,812.8
Massachusettis 629.0 1,009.3 1,hh2.6 1,u77.3 3,712.1 2,821.5
Michigan 609.4 743.0 1,426.2 1,923.8 7,128.5 3,563.1
Winnosota 425.7 s55.7 B11.1 822.8 1,96, 7 1,101.2
Nianissippl 226,h 29,8 2L3.L 256, 8 591.1 358.3
MWiggourl $2h.1 653.2 1,018 1,002, 2 2,717.5 1,979.7
Montana 1.3 §8.1 145.0 21k l17.% 2h. k
Nabraska 233.8 237.6 35,0 294,% B0G. S b01.0
Novadn 23,1 28.5 54,8 79.h 208.1 179.3
New Hampaohire 75.7 112.1 15k.1 b 36,5 216.).
Now Jerney 503.0 185. 1 1,k17.) 1,352.9 5,313, 8 3,hoh.?
New Meoxico 81.5 100.6 115,8 1Lh. 5 u77.7 2271
New York 1,6ll.9 2,659,% h,0.5 L,675.7 13,170, 8 13,923k
Nerth Carolinn $S1.5 730.6 839.1 651,3 1,553.7 1,081.1
North Dnkots 2.2 101.8 1.1 120.3 211.5 110.2
Thio 832.3 1,10k 2,701.0 2,15k, 7 7,836.7 h,5192.9
Oklahoma 66,3 2811 165.0 151,8 1,159.2 770.8
Orogon 16.? 200.8 3613 L78.5 1,77h.) 799,72
Ponnaylvania 1,302.7 1,709.7 3,212,1 3,%h.k 7,857.0 $4375.8
Rhede Island 122.1 160.7 A7 252.6 S¥%.] Lhs.h
South Carclim 228.3 375.8 385, 9 3e.8 813.k 08,3
South Dakota 18,7 140.8 176.,2 157,0 220.0 1%,.5
Tonheszee 39h.3 507.5 6L0.6 533.2 1,u40.7 8416.0
Texas 88,8 1,122.1 1,730.9 1,829.8 5,083.1 1,710.9
Utk 17.0 97.5% 169.5 2.3 k32.7 219.5
Yormont &6, 8 86,2 109.k 76.9 1.0 162.3
Yirginia 25,y £97.2 793.1 58,7 1,747.7 1,309.0
Vashington 219.2 32,9 571.1 735.1 2,316.2 1,56
Wost Virginis 2Lh.o 253.2 918 ho2.h 79%.6 h3t. 1
Fiscontin u6s, s 5OR, S 839,5 1,03%0.2 2,606.6 1,330
Wyoming h1,e b33 08,2 77,8 232.2 109.1

fParsonal income ndjusied by adding prramnal déontributions for anefal inmwrama, frderdl aml
atate corporation income tax payments, and retaingd carninga of corporatincs,

Source: Computod by the anther froe the folloving asmiraes of data: Pergmmal ineame axl
rerdonal contrilmtions for sacial insurance, Charles F. Schwartz and Renard B, iranaw, JIr., Frrasral
Income by Staten Since 1927, U. S. Department of Commercs, Office of Znainers Zconnmics (Fashingl=n,
1953, pp. Uid-203, Tahles 5-61; federal corporpiion inceme tax payoents, Table X1, abrre; atate
corperation ineeme tax payments, Table XVIII, above; ratatncd camincs ~f errrerationg, "Hatisnxl
Incomn and Freduct of the United States, 19%," Survev of Carreat Yustwo-z, XXXV {July, 167%), p, &,
Table 1.




TADIE XXVI

EYINATED EPFECTIVE PEDERAL TAR RATES, BY SPENUING DNIT INCONE BRACXEYS , BY SMATES, 195UF

Spanding Undt Imcors Bragiet

Biate (Thoussnds of Dollsrs)
0-2 2-3 -4 b 5=10 Over 10
Contimmntal United
8ictas 3 12,6 11.0 1 1 17.0 35.7
flew Englant Regian
Nains 12.h 13.5 138 th.9 18. bhO
New fampahire 12.9 16.0 1.8 16.1 19, hS.1
Yermont 12,5 .2 1.8 15.h 18,9 a6,
Nansachusetis 12,6 15.5 1.7 15.8 168.6 2.8
Ruode Island 1.0 13.8 1.3 1h.5 17.b h1.6
Connsat font 12,6 5.8 .5 17.0 19.9 &.0
Hidssstarn Region
Few fork 1.k 4.3 1h.6 5.7 18.k ko.2
Vew Jersay 10.7 13.2 136 1,7 17.2 35.2
Potnsylvan.s n,. 15 1.8 15.2 18.0 39.8
Delaware Y 28,3 8.9 19.3 22,2 56.7
¥aryland 8. %S 0.1 1.0 1%k 28.7
Oreat laimg Region
Michigm 9.8 12,1 130 bk 16.8 na
thic 10,8 13b 13h 15.3 17.0 n.6
Indiana 9.0 11. 11.9 1.0 15. 29.%
Ilincie 10.6 Lk .0 154 17.% .9
Wisconsin 5.9 1.7 12,1 .2 16.0 .6
Plasre Raglon
Minnesot a 10.8 izl 113 Uil 1B.% 33.8
Iown 8.l 10.2 111 1.6 14,5 2.7
Xizaours 1.5 134 14,2 15.5 14.0 3.8
North Dakota 8,6 9.5 9.8 11.8 13.5 23.0
South Dakets 2.5 0.8 1.1 .y 15,7 28.0
Nobraska pERA 134 13,5 15.) i71.0 32,2
Kanses 2.6 111 12,2 13.2 16.0 30.3
Soxtheastern Region
Virginia 10.9 2.6 2.9 1h.0 1.2 3h.0
West Virginia 10.3 1.4 12.2 13.9 15,7 33.6
fentucky 10,2 .k 12,4 1.1 16.4 333
Tonrozoce 9.1 10.7 1.2 12.9 15.h .2
Yorth .Carolim 8.9 10.3 10.2 1.8 1.3 n.1
South Carolim 9.0 10.3 10.2 n.s 1.8 26,9
Uesorgia Wb 12.2 12.6 1.0 16,2 n.z
Florida 10.% 12.8 12.9 .1 17.5 39.3
Alabana 92 0.6 10.0 12.0 1.9 2.3
Miowiastppd 7.7 8.7 8.8 10.L 12.3 2).5
Louieiana 8.3 9.8 10.4 12,5 1.3 29.3
Arkansas 9.0 9.8 10.k 1.7 4.3 2.k
Southwestern Region
Oklahome 8.5 9.8 10.h 12,1 15.0 3.3
Texnn 9.7 11.1 11,7 13.5 16.0 319
Nuw Mextico 8.6 9.4 10,8 A 1.5 .8
Ariaona 9.9 10.8 10,7 12.2 15.1 32.1
Rocky Mourtajn Region
lontana 10.) u.s 12.2 13.§ 15,9 25.1
Idnho 10,5 .1 2.3 137 15.7 28.)
Wyooing 9.3 1.9 11,0 1.2 15.3 1.3
Colorado 1.6 139 1.8 pUN 1.7 b
Utah 9.8 1.1 1.2 1.1 1.6 28,1
Far Nestemm Ragion
Wash Ington 9.6 11.8 13.3 134 2.7 n,7
Ororon 10k 12,6 2.8 13.6 16.1 2%5.0
Novada 12.1 W6 U 15,2 19.4 ko.8
California 10.6 13.2 17 U8 17.2 5.k

fEffoctive tax rate ls dofimd a3 the r atio of casputod tax slocatisn to compated adjustad

pereonil incomy.

Sourcet Cowputed by the athar,



TABLE IXVII
ESTINATED BFFECTIVE RATES OF STATZ TAXES BY BPENDING UNI® INCOMS BRACKES, &t 87ATR3, 195y®

== =
Bpondirg Unlt Incoms Bracket
Btats {Thousmds of Dollars)
0-2 2-3 34 1- 810 Over 10
Oontinental United
Btatas 5.0 bt b hh bt 3.6
New Brzisnd Reglon
Hadna 7 3 L8 by h.3 2%
Rew Hapohive E.h E:z “ Lo ﬁ-b 2.3
Yormont 4.8 16 o b.6 o9 4.3
Massschussiie 3.8 h.o 3.8 k) %9 3.8
Bhods lelwd Sh 5.3 '8 E 5e2 N kX {
Connectiont L9 £ 3, 3.5 3.1 2.8
Kidoantern Reglon
Now Tork R L1 8 Ly 39 3.9
New Jorsoy 10 40 2.7 29 2,5 1.6
Ponnaylvanis 16 &7 12 3,2 lo A1
Dolexars 3.8 o 3.8 3.9 2.7 2.2
Haryland 2,9 17 2.6 2,6 2,8 1
Oroat Lakse Reglon
Uiahigan 6.3 .8 o2 9.2 be? kN1
m;:ig L8 i.? E.Z 195 ] 1.8 2.2
Indians g.2 b7 k3 b2 8 2.6
Illnols b.0 7 3.4 ) 0 1.?
Wisoonsin 3.k 3.5 kR 3.k 37 T2
Plains Roglon
¥innasota Lo 8 ks Ly W6 53
Io::m k.9 l:.s Lo b2 kol ba
Wowourd kN 3.5 33 32 31 2.k
North Dakota 7.2 6.7 6.0 6.1 5.9 S
Bauth Dakota 5.3 Lt Ll W2 L9 2,8
Nabraske k.1 - X1 10 2.8 1,8
Xansnza 5.0 k.6 b3 L2 ho 39
Boutheastorn Ragion
Yirginia 1.6 3.k 3.2 34 3k b}
Kont Virginia 1.3 6.9 8,3 6.3 57 1S
Kontucky 4.3 b.2 Ly Ll 20 .o
Tannagaaa 6.0 5.6 S, S h.B h.6
North Carolina 6.1 5.9 5.5 %7 5.7 7.3
Sonth Carolina 1.5 7.1 6.5 6.6 6. T3
Goorgla 6.3 59 S.k 54 51 L.
Florida 6.9 7.6 5.7 55 5.0 2.6
Alabama 6.1 Se7 5.3 5.3 5.1 bl
Ninaismippd 7.7 1 6.8 &, 6.1 6.l
Loulsiana 10.3 9.5 8.7 8,6 8.0 5.7
Arkanaag 7.1 6.6 6.0 6,0 5.7 5.1
Southwoestern Rapion
Oklahoma 8.0 7.3 6.1 6.6 6.2 Sl
Taxns 5.0 4.5 ha b0 36 2,4
Now Moxiao 9.1 8.3 Te5 4 6,8 S
Arizona 7.2 6.8 6.2 6,3 5.8 h.8
Rocky Mountain Region
Montana b6 k.5 (793 le.2 0 k.6
Idaho 5.3 50 b6 b.? L6 S.8
Wyoming 8.0 7.2 6.b [ S.8 2B
Colorndo S b.9 4.3 bt a3 ka2
teah 5.9 5.6 51 S.0 b9 Sk
For ¥aslem Region
Washington 8.2 1.8 7.0 7.2 6.4 bad
QOregon 1.0 bk k. k.k h.6 6.6
Nevada 6.1 S8 5.3 6 u.9 8
Caltfornin 5.9 5.7 5.3 5. by b

Bgrfoctive tax rato 1o defined an the ratic of computed tax allocation to casprtod adjusted
yersonal incone,

Sourcal Computed ty the author,
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remembered. The Musgrave technique, shiffing a part of the burden to
consumers on the basis of consumer expenditures, transfers a greater
burden to low income groups than does the altermative allocation entire-
ly on the basis of dividend income receipts utilized here.ss Third,
the caution that the relative rate pattern is of more significance than
the absolute tax rate levels camnot be too-often repeated,

However, methodological limitations and differences should not be
overemphssized., A comparison of the results contained in the Musgrave
analysis with the results of this study reveals s marked similarity of
the pattern of the effective federal tax rates. The 1954 Musgrave anal-
ysis, using a smaller iacome base and slightly different income group-
ings showed effective percentage tax rates for spending unit income
brackets as follows: 0-$2,000, 13.7; $2,000-$3,000, 16.1; $3,000-
$4,000, 17.3; $4,000-$5,000, 18.0; $5,000-$7,500, 20.5; $7,500-$10,000,
22.6; and over $10,000, 33.8.57 In the present study the United States
federal tax percentages are 0-$2,000, 10.3; $2,000-$3,000, 12.6;
$3,000-$4,000, 13.0; $4,000-$5,000, 14.4; $5,000-$10,000, 17.0; and
over $10,000, 35.7. The Musgrave study did not compute separate effec-
tive tax rates for state and for local governments so further comparison

is precluded. It mey be noted, however, that the regressive pattern of

661 s difference was noted by Musgrave in comparing the results of
his study with the study of Jchn Adler based on 1946-1947 income and
tax data. Musgrave et al., "Distribution of Tax Payments by Income
Groups: A Case Study for . 1948 " pp. 46-47, The Adler study is "The
Fiscal System, the Distribution of Income, and delic Welfare,” Fiscal
Policies and the American Economy (New Iork Prentice-Hall, 19515
DpPe 359-421,

67rPne Incidence of the Pax Structure and Its Effect on Consump-
tion,” p. 98, Table 3.
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state tax rates shown in Table XXfiiI is consistent with Musgrave's view
that state and local tax structures are regressive,58

It seems possible to conclude that the patitern of effective tax
rates is consistent with earlier studies, Conceptual and‘statistical
refinement might be undertaken and should be welcomed. For subsequent
analysis to be undertaken in this study, however, the pattern of tax
rates developed here will be utilized. Nevertheless the caution that
neither too much precision nor too little usefulness should be accorded
the estimates developed here should be remewbered in the anslysis to

follow.

SELECTICN OF TEE STATES TO BE USED IN TESTING MAJOR

LEGISIATIVE PROPOSALS

The great diversily of mejor legislative proposals was indicated in
Chapter II. Accurate analysis seemed to require an examination of each
distirct proposal since choosing a single representative proposal from
among the many representatives of each major type of subvention is not
possible, Each major proposal requires evaluation. To render this eval-
uation reasonably manageable, eight states were selected to be used for
the analysis of each of the proposals.

Selection of each state rested on s number of factors considered
important in securing representation of essential and significant inter-
state differences which might lead to variations in impact of the sever-
al legislative proposals. Eight states were chosen in order to secure

representation of each of the eight regional divisions of the United

81bia., p. 99.
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Sourcer Cooputed by the mthor,
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Sta,tes.69 The eight regions correspond to those used by the Office of
Business Economics of the Department of Commerce. The states comprising
the regions are considered to be relatively homogeneous. The Office of
Business Economics in presenting the new classification declared:

The regional groupings were based primarily on homogeneity of
the States as studied from 3 standpoints: 1, income characteris-
tics (the industrial and type-of-payment composition of total in-
come, the level of per capita income, and the long-term tremnd of
income}; 2, industrial composition of the employed labor force in
1950 {which served as a check upon the income composition analy-
sis); and 3, "noneconomic" characteristics of the States (based on
selected statistical series reflectin§ demographic, racial or
ethnic, cultural, and social factors. 0

It seems probable that no completely defensible classification of the
states into economically homogeneous regions can be formulated.’t
Nevertheless, the evidence presented in the defense of the eight-region
clasgification when it was presented to the Office of Statistical Stan-

dards of tThe Bureau of the Budget "...zs a uniform system for reporting

of economic and social date...."'é was impressive.

8% he eight regions are desigrated as New Epgland, Mideast, Great
Leakes, Plains, Southeast, Southwest, Rocky Mountain and Far West. The
state composition of these regions can be found in Tables III-X where
this regional classification was used in presenting the allocators for
taxes and expenditures.

"05chwartz ard Grabam, p. 138.

Tlpigcussion of the problems of the formmlation of homogeneous region-
al classification in the United States can be found ip Morris B. Ullman
and Robert C. Klove, "The Geographic Area in Regional Economic.
Research,” Regional Income: Studies in Income and Wealth {Princeton,
Princeton U. P., 1957), pp. 87-109; Donald J. Bogue, "An Outline of the
Complete Systems of Economic Areas,” American Jourmal of Socioclogy, IX
(1954), pp. 136-39. - -

"23chvartz and Greham, p. 139. The report defending the classifica-
tion can be secured from the Office of Business Economics of the Depart-
ment of Commerce.
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The eight states chosen for testing the jegislative propesals are
Massachusetts in the New England region, New Jersey in the Mideastern
region, Illincis in the Great Lakes region, Nebraska in the Plains
region, Tennessee in the Southeastern region, Oklahoma in the South-
western region, Colorado in the Rocky Mountain region, and Oregon in the
Far Western region. The variables that seem important to the determin-
ation of the effects of the proposals are accorded diverse representa-
tion by the selected states. On an a priori basis the relevent vari-
ables would seem to be per capite income, income per school-age child,
income per public school pupil in average dally atiendance, current
expenditures for public school property per enrolled pupil, percentage
of public school revemuz derived from local and intermediate (e.g.,
county units) jurisdictions, extent of urbanizatilon, population density,
school-age population as a percentage of total population, total non-
public school enrollment as a percentage of school-age population, and

number of school districts.?3

"Sene terms used here are given their usual meanings. The defini-

tions of the terms in which the variables are expressed are as follows:
"eeoepersonal income is the current income received from all sources,
inclusive of transfers from government and busirness but exclusive of
transfers among persons..." Schwartz and Graham, Persona)l Income by
States Since 1929, p. 57; school-age population is the civilian popula-
tion of the Continental United States 5 to 17 years of age; current
expenditure is the day-to-day spending for administration, instructionm,
plant operation and maintenance but excluding capital outlay and debt
service payments, Schloss and Hobson, pp. 16-17; average daily attend-
ance is the quotient secured when the total nuuber of days attended by
all pupils enrolled is divided by the average length of the school term
in days; ...revesue receipts....are additions to assets which do not
increase the school indebtedness and do not represent exchanges of
school property for momey...." Schloss and Hobson, pp. 13~-14; non-public
school enrollment is the estimated number of school-age persons regis-
tered in all denominational and nonsectarian elementary and secondary
schools not supported as public schools; & school district is a local
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Teble XXIX presents the relevant information indicating the ranks
of the eight selected states in the major factors Jjudged to be critical
in evaluating the legzislative proposals. Furthermore a study of Tables
IIT-X shews that for the most part the eight states chosen are centrally
located within the range of the tax and expenditure allccators for the
states comprising the regions.

The extent to which the selected states represent the range of the
respective variables seems to be reasonably high. Moreover, all the
geographic regions of the United States are represented. OCn balance a
more defensible selection of states does not seem possible without mul-
tiplying greatily the number of states used in analyzing the proposals,
Scme devietions of individual states from the pattern of the regional
representative state will occur and these deviations will be noted sub-
sequently if they might vitiate or modify materially conclusions based
on analysis of the selected states. However, regional representative-
ness and national dissimilerity seem as balanced as it is possible 1o
secure.,

The stetistical framework for the anslysis of the major legislative

basic administrative unit of a2 school system; urban population is com=-
prised of those persons who were so classified under the new defini-
tion of the 1950 Census. Urban population is given a summary definition
in U. S. Department of Commerce, Bureau of the Census, Statistical
Abstract of the United States, 1952, (Washington, 1952), P. 2: "ee.the
urban population comprises all persons living in (a) places of 2,500
inhaebitants or more incorporated as cities, boroughs, and villages, (b)
incorporated towms of 2,500 inhabitants or more except in New England,
New York, and Wisconsin, where 'towns! are simply minor civil divisions
of counties, (c) the densely settled urban fringe, including both incor-
porated and unincorporated areas, around cities of 50,000 or more, and
(4) unincorporated pleces of 2,500 inhabitants or more outside any urban
fringe...." Population density is the total Bureau of Census population
divided by the total land ares.
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proposals has now been constructed. Testing of the effects of the pro-
posals can only be partial but nevertheless it must rest on extensive
empirical analysis. The analysis must be based not only upen knowledge
of the federsl taxes falling on the inhavitants of each state but also
upon & knowledge of the burden of federal taxes upon the income groups
within each state., Then if the federal tax burden is added to the bur-
den of the state taxes falling on the income groups, a total state and
federal tax burden by income groups can be determined.

The application of existing techniques enables a determination of
total tax burdens by income groups to be made., Earlier empiricsl
studies, notably those of Newcomer and of Mushkin and Crowther, have
provided a technique for computing the interstate burden of federal
taxes. By following the methods of these studies, the interstate allo-
cation of federal taxes was undertaken., Thern Musgrave's pioneering
study was utilized as an underlying basis for the computation of tax
and expenditure allocators; these allocators were applied to the federal
and stale tax burdens to yleld income-group tax burdens.

Personal income compubation by spending unit income brackets also
was undertaken, The personal income statistics of the Department of
Commerce were adjusted to yield a conceptually more adequate series;
these adjusted state income totals were then allocated among the spend-
ing unit income brackets. Utilizing the resuiting income bases, the
tax payments were related thereto and effective tax rates were computed
for federzl taxes, state taxes, and consolidated federal and state taxes.
The resulting patiern of rates was found to be reasonably consistent

with the pattern revealed by other recenmt, well-known studies; this rate
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pattern with its conceptual and statistical limitatiomns will be used to
analyze proposals for financial support of elementary and secondary
educetion.

Finally, the need to render further analysis manageable led to the
selection of eight states in which to test the potential effects of
major legislative proposals. Tne eight stafes chosen are reasonably
representative of the eight major, relatively homogeneous, economic
regions of the United States; they also appear To represent adequately
the major economic and educational variables which on a priori grounds
seen likely to be determinative of the effect of the legislative propos-
als. Such is the statistical framework within which subsequent measure-

ment of the economic effect of such proposals will be attempted,



CHAPTER IV

ANAIYSIS OF THE FISCAL EFFECTS OF URMATCEED FIAT

'GRANT LEGISIATIVE PROPOSALS

Urmatched flat grant legislative proposals have been numerous.
They have also been widely dissimilar. Subjecting them to detailed
festing in the eight states chosen to represent the United States eco-
nomic regions would seem to provide & basis for their evaluation. Spe-
¢ifically, the amount of aid which would have been forthcoming per
spending unit in each income bracket was computed for the several leg-
islative proposals. This aid was then related to the added tax burden
vwhick, as a result of the taxation required Yo raise funds to finance
the aid programs, would have fallen on each spending unit in each in-
come bracket., The excess of benefit, as measured by the difference be-
tween the amount of aid received and the added tax burden imposed, was
then determined., The interstate differences of net benefit per spending
unit by income ’nraékets was then studled to determine the extent to
which the fiscal goals of federalism are approximated by each proposal.
In this way the fiscal and related economic effects of the several pro-
;}osals may become apparent, thereby contributing to an understanding of
the issue of the best means by which education of adequate quantity and

quality may be provided.



DISTRIBUTION OF COST OF FINANCING FEDERAL
AID TO EDUCATION

It was indicated earlier that meaningful analysis of federal pro-
posals to aid education financially requires taking cognizance of the
constitutional interpretation which holds that there can be no direct
connection between the expenditures for a given purpose and the source
of the revemue required. New expenditures do require procurement of
additional revemue, either when the expenditures are made or when bor-
rowed funds are repaid. Thus, proposals to expend public funds to aid
education mst face, at least obliquely, the knolty problem of the reve-
nue source to be utilized to secure the funds. The need to secure fed-
eral funds for expenditures for educationel suppbrt has been reccgnized
by sponsors and supporters of such legislation. Typical of this recog-
nition was Sepator Robert A. Taft's position in }.948 that limited state
access to the "...principal sources of taxation..."l justified federal
aid secured by‘utilization of the personal and the corporate income tax.
Even more explicitly Sepator George Aiken, in explaining the financing
of a legislative proposal he introduced , Geclared: "It is obvious that
this money is to be paid out of excise and income taxes...."® In recent
consideration of proposals the recognition of this need to secure revenmue
bas been no less evident although not so explicitly expressed. Evidence

of the concern about revenue sources is implicit in recent Congressional

]'Conpessional Record, 80th Cong., 24 Sess., Vol. 94 (1948), p. 3348,

Zpederal Aid to Education, Hearings, Subcomittee on Education of the
U. S. Senate COmmittee on Labor and Public Welfare, 80th Cong., lst Sess,
(Washington, 1947), p. 29.
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hearings on federal aid to education.5 The conclusion seems clear; the
legal requirement of complete separation of revenue sources and expendi-
tures is maintained; the economic reality of their inevitable fusion is
&lso recognized.

The testing of the possible programs for aiding education regquires
the making of certain preliminsry declsions. Since the several legisla-
tive proposals were introduced in different years it would seem desir-
able to compare 211 of the proposals for a single yeer. The year chosern
for comparison is 1954 both because thils is a central year in the pericd
under considerafion and also, and more importantly, because 1954 is the
year in which the most adequate statistical information on tax incidence
is available., Tt was also necessary %o determine which of the various
measures of income would be superior for the analysis of the aid propos-
als. Since income-before-taxes seems a better measure of faxpaying
ebility than any other income concept, the personal income statistics of

the Department of Commerce4 are used unless otherwise indicated.

3I)iustrative is the testimony of Representative Carl D. Perkins dis-
cussing the tobacco tax payments and the federal income tax payments of
consolidated corporations in relation to school needs. Federal Aid to
States for School Comstruction, Eearings, U. S. House of Representatives
Committee on Education and Labor, 84th Cong., 1lst Sess, (Washington,
1955), pp. 70-71, The testimony of Earl J. McGrath is also illustrative,
Federal Aid to States for School Construction, Hearings, Subcommittee of
the U. S. House of Representatives Committee on Education and Labor, 85th
Cong., lst Sess. (Washington, 1957), pp. 193-94.

4Two authorities who seem to agree that personal income is the best

measure of state fiscal capacity are Ralph C. Geigle and P. H. Wueller,
The Department of Commerce state personal income statistics were released
after the articles by these writers were published but inferentially
their acceptance of the concept of persomal income seems clear. See P.
H, Wueller, "Income and the Measurement of the Relative Capacities of
the States,” Conference on Research in National Income and Wealth, III,
(New York, Natiomal Bureau of Ecomomic Research, 1939), pp. 442-44;
Ralph C. Geigle "Relative Efforts of the States to Support Public
Education,” Elementary School Journal, LIX (1951), Pp. 221~33,
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No attempt is made to adjust the state personal income statistics,
either total or per capita, to recognize variations in purchasing power
of the dollar.® Statistical study of regional price levels has recently
been undertaken and cost-of-living indices have been computed for the
states.® The state per capita incomes for 1353 computed by the Depart-
ment of Commerce correlated with the 1953 stete per capita incomes
adjusted for purchasing power (the latest year for which such data are
available} yields a rank correlation coefficient of .987 .! Such a high
coefficient would seem to support the inference that the significance of
the adjustment of personal income data for interstate variation in price
differentials would yield a result not greatly at variance with the
results secured from the use of unadjusted data.

Because Congress necessarily recognizes the separation of revenue-
raisiﬁg and public expenditure, the exact method by which financial

resources to aid educaticn would be secured cannot be ascertained with

SOng,writer on the topic of measurement of state ability to support
public schools has argued that while "...no adequate index of the cost-
of-living for states as units is available...," variations in the pur-
chasing power of {he dollar render state income data of limited walue,
Vernon Bowyer, "Relation of Public School Support to Subsequent Per
Capita Wealth of States,"” Elementary School Journsl, XXXIII (1933), p.
334. This article was published in 1933 prior to much valuable statis-
tical study but nevertheless the conclusion predicated on an sdmitted
absence of adequate evidence is of dubious logic,

Erpese pioneering computations are presented in Abner Burwitz and
Carlyie P. Stallings, "Interregional Differentials in Per Capita Income
Change,” Regional Income: Studies in Income and Wealth, XXI (Princeton,
Princeten U, P., 19_575, . 195-265, .

TPme adjusted state per capita income data are taken from Hurwitz and
Stallings, pp. 252-55, Table A-7; the state personal per capita income
data are taken from Schwarhz and Graham, Personsl Income 'by States Since
1929, pp. 142-43, Table 2. The comput&tion of the Spearman rank correla-
tion coefficient is by the author.
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definiteness. General statements indicate Congress does recognize clear-
ly that public expenditure requires revenue raising; however, Congres-
sional statements do not indicate specifically which texes would be
utilized to finance educational aid. Nevertheless, the fiscal effect of
the several proposals is inextricably related to the method adopted to
secure revenue.

In the following amalysis it is assumed that substantially the
present federal revenue system would be relied upon to provide the nec-
essary funds. As a result, the fiscal burdens upon the several spending
unit income brackets have been determined on the basis of federal revenue
to be derived 50 per cent from the individual income tax, 30 per cent
from the corporate income tax, and 20 per cent from excise taxation.B

In computing the added fiscal burden falling on each income group
it has been assumed that a constant dollar amount of aid, $500 million,
would be raised. This, of course, is at variance with the amount of
appropriations authorized in some of the proposed acts, particularly in
those of the early years under consideration. However, in recent years
a2 $500 million appropriation has frequently been suggested, Furthermore s
the burden of & fractional part of this assumed appmpria.tion can be
determined from the computations presented here.

The total tax burden for each of the eight states selected for
testiﬁg the aid proposals was determined by utilizing the same alloca-

tional bases as were used in determining federa)l tax incidence in

8Tn the case of other proposals (e.g., providing for the specific
transfer of the tobacco tax receipts or a given percentage of federal
income tax receipts to the states for educational aid) modification of
this assumed revenue pattern must be made,
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Chapter III. Thus each state’s burden of $500 million in income taxes
was determined to be the same percentage of the $500 million as present
state collections comprise of netioral collections of federal income
taxes. A similar rationale governed the computetion of the share of
each of the eight selected states in the part of the $500 million of tax
revenuae to be raised by other taxes, Bach state's share of the corpor-
ate tax burden was ascertained on the basis of the state percentage of
national dividend income receipts; each state's excise tax share was
ascertained on the basis of the state percentazge of total national re-
tail sales. These burdens for the component parts of the total revenue
required were then combined to determine the total tax burden for each
state.

Allocation of the state tax burdens to the separate spending unit
income brackets in the state followed the procedure used in determining
federal tax burdens: individual income taxes of each state were allo-
cated on the basis of income tax collections; corporation income taxes
of each state were allocated on the hasis of dividend income; excise
taxes of each state were allocated on the basis of consumption expendi-
tures. These separate dburdens were then combined to determine the total
tax burden for each income group in each state. Table XXX presents the
burden of taxation, both in dollar amounts and in percentage of the state
total, which would result from this tax program and which would fall on
the spending unit income groups in the eight states chosen to test the
proposals.

The allocation of added revenues needed to support federal educa-~

tional aid raises certain questions which, although important, admit of



TADLY XXX

TAX BURDEN OF FIVE HUNDRED MJLLION DOLIAR APPROFRIATION RAISED FROM PRESENT FEDERAL

30URCFS," BY SPENDING UNIT INCOME BRACKETS, SELECTED STATES, 1954°

159

Spending Unit Income Brackst

State (Thousards of Dollars)
0-2 2-3 34 L= 5-10 Over 1D Total
(By Thousamds of Dollars)
Unssschupetts %3 1,105 1,539 1,68y 5,160 8,172 19,123
Rew Jarsey 3% 765 1,h71 1,719 1,57 9,100 21,027
1ilinols 105 1,1%6 2,58 3,107 12,897 16,001 %,515
Nebrasks 185 223 kb 11i] 30 1,106 1,173 3,%5
Tannesnes 8 a8 562 shi2 1,919 1,518 5,640
Oklahoms 202 2 h13 k58 1,557 1,518 k,812
Colorado 139 194 m k33 1,50} 1,506 h,5u6
Oregon 99 201 3s 522 1,782 1,629 4,608
(By Parcentape of Total)
Vansachusstis 29 S.8 8.0 8.8 28.6 ks.e 100,0
New Jorsey 1.5 26 7.0 8.2 16,0 433 100.0
I1lineis 1.9 i 7.0 8.5 R, Lis 100.0
Nobraska 5.4 6.6 10.3 9.8 R.9 3h.9 100.0
Tenmases 5.0 7.4 10.0 9.6 .0 Mo 100.0
Ok ahoma k.2 h.? 8.6 10.1 .G 39.8 100.0
Colorado 3.1 k.3 8,72 9.5 EXAR 1 bl.9 100,0
Oramon 2.1 h.h 8.1 11.3 8.7 35.k 100.0

Mpased on the prasent proportioms of rovemm moe raized from the major tax meureas of the Fodoral
povarrmont.. Fresent rovenus Mals a8 computed apmximatas 8 yinld of SO per cemt frem the individual
incom tax, 30 per cent. from U eorpormtion income tax, nnd 20 par cent frem mxelm taxes,

bhatall deot not mecessarily ad to tstal due to roundlm.

Sourcer  Computed ty the mthor.
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no ready answer. It is probable that securing the required added tax
revepues by the various taxes indicated would not be possible without
altering tax rates, tax bases, or both. The effect of changing these
variables might be to change the portion of the tax raised from the sev-
eral income groups. Furthermore, the full effect of the alterations in
tax rates or bases might also exert an impact on incentives to produce
income in general, or to produce specific types of income. In addition,
it should also be noted that a long-run impact of education on economic
growth might stimulate production, raise the income payments %o some or
all of the income brackets and thereby reduce the long-run burden of the
taxation initially required to finance the educational aia.® Important
as these results are, they are not considered here; instead the explicit
assumption thet the $500 million of taxes would not materially alter the
short-run pattern of tax asllocations is adopted. It seems probable that
the effect of an increment of $500 million wight be small enough that
changes in personsl financial activity would not be worthwhile for the

individuals concerned. At best, however, the issue remains conjectural.
DISTIRIBUTION OF AID FROM LEGISIATIVE FROPOSALS
POR URMATCHED FLAT GRANTS

Further analysis of the differential :impa.ct of the numerocus

Scitation of the extensive literature dealing with the long-run
effects of the various types of taxes is beyond the scope of this study.
However, an extensive bibliography dealing with meny of these peripher-
ally relevant topics can be found in Wilbur A. Steger, "Classified Bib-
liography of Articles on Fiscal Policy," Readings in Fiscal Policy, eds.
Arthur Smithies and J. Keith Butters (Homewood, Illinois, Richard D.
Irwin, 1955), pp. 558-89 and in "Classified Bibliography of Articles on
the Economics of Taxation,” Readings in the Economics of !Ea.mtion eds,
Richard A. Musgrave and Carl S, Shoup_(Homood Iilinois, Richar Richard D.
Irwin, 1959), pp. 541-72.
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legislative proposals for unmatched flat grant aid to education requires
the determination of the amounts of aid accruing to the several states.
The various proposals would almost certainly lead to differing amounts
of aid to the states. Tt is this likelihood that is crucial in ascer-
taining the extent to which the proposals approximate the fiscal goal
of federalism and thus reduce interstate fiscal inequities.

In the immediate postwar period, aid proposals took the form of
teacher salary supplements. On the assumption that these programs of
subventions were general and similar to 2id such as would be provided by
school construction aid, it was assumed that the benefit of the expendi-
tures would have accrued to the school population. Therefore, the
amount 6f state aid was determined and then allocated among the spending
unit income brackets in each state. The allotment to each state result-
ing from each specific legislative proposal was distributed among the
spending unit income brackets on the basis of the percentages presented
in Table XXXI. These percentages are adopted not only for the specific
unmatched flat grant proposals examined in this chapter but also for
other types of aid examined in succeeding chapters, Once this income
group benefit has been determined it can then be related to the income
group tax burden resulting from the collection of the required revenue,
Thus, a differential is secured which represents what may be callied the
net benefit of educational aid. Such net benefit may be a negative
amount; it necessarily would be negative for some income groups in some
states if the inherent interstate fiscal inequities were to be redressed
even partially. This procedure for determining the net benefit of edu-

cational aid will be followed in evaluating both the aid programs which
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TABLE XXXT

PERCENTAGE DISTRIBUTION BY STATES OF AID ALLOCATED BY LEGISLATIVE PROPOSALS BY SPENDING
UNIT INCOME BRACKETS, SELECTED STATES, 1954

i

Spending Unit Income Bracket

State (Thousands of Dollars)

0=? 2-3 3-4 L5 5~10 Over 10 Totald
Massachusetts 10,3 11,0 20,6 17.5 3.6 6.0 100.0
New Jersey 7.3 7.5 17.7 16.1 h3.9 745 100.0
I1linois 7.7 6.9 17.9 16.3 h3.1 8.1 100.,0
Nebraska 16.0 11.0 21.3 1.6 31,7 5.h 100,0
Tennessee 14.9 12.8 21.0 1.6 31.6 5.1 100.0
Oklahoma 1302 9-11 20o2 l?o? 3301 603 100o0
Colorado 10.3 8.2 18.9 17.9 37.7 7.0 100.0
Oregon 6.5 7.6 17.9 19.7 L1.5 6.8 100.0

8petail doos not necessarily add to total due to rounding.

Source: Computed by the author,

g9t
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would supplement teachers! salaries and in analyzing other types of
grant programs.

Since the tax burden for each ¢f the spending unit brackets was
compated for 1954 insofar as possible all computations of the berefits
accruing to the income groups also were made for 1954 The relevant
data of educational variables were considered to be those for the 1953~
1954 academic year. This conclusion was based on the fact that almost
all proposed programs to aid education are based on the statistics of
the most recent previous year or years.

The first of the proposals to suppiement teachers?! salaries was the
1947 Green-McGrath bil1,10 The plan which, for 1954, would have appro-
priated fifteen dollars per pupil in average daily attendance, would
have required $384,658,065.11 The allocations to the eight states
selected for testing the mroposals are presented by spending wnit income
brackets in Table XXXII, Table XXXIT presents not only the state allo-
cations for the Green-McGrath bill but also for the state allocations
for all other unmatched flat grant mroposals discussed below.

Allocation of the total state aid to be received under the various
proposals has been based on the percentage of the total public school-
age population in each spending unit income bracket showm in Table XXXT,
The assumption that federal aid to education would not lead t¢ a marked
change in the percentage of the total school-age population attending
private schools seems reasonable since parental motives for sending

105, 81, 80th COng. s 1st Sess. The separate proposals are discussed
in greater detail in Chapter II and in the Appendix.

1pased on total average daily attendance in the Comtinental United
States of 25,552,061. Schloss and Hobson, pp. 60-61, Table 18.
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children to private schools would probably remein substantialliy unafe
fected. Furthermore, totel public school population rather than total
enrollment in public schools or total atitendance seems the preferable
measure of public-school educational need. The total public school-age
porulation represents the population group for whick it is hoped ade-
quate education will be provided by use of public funds. The educa-
tional accomplishment of the entire school-age population is important
but for the messurement of benefits from educational aid proposals not
a2ll of tkis populetiorn grour is relevant.

The MeCarran proposal of 194712 would have authorized supplementary
aid for teachers' salaries and would heve utilized a complicated formule
that renders computation of state aid allctments impossible. Public
school aid, whichk was t0 be conditioned on the distribution of teachers?
salaries by szlary levels, cannot be celculated since the salary distri-
bution by stetes is not available.

Representative Landis? 1947 pr0posall3 designed 4o provide supple-
ments of two hundred dollars per year for each teacher?s salary would
have cost $205,746,200 in l95h.lh This would have exceeded the author-
ized appropriation of $185 million provided in the Landis bill, How-
ever, in view of the increased educational load which has occurred since

L4TE0 the added expenditure which would have been required would heve

125, 170, 80th Cong., lst Sess.
13y, R. 1942, 80th Cong., lst Sess.

Lbmps s computation is based on a 1953-1954 academic year total of
1,023,731 public elementary and secondary school classroom teachers in
the Continental United States. Schloss and Hobson, pp. 42-43, Tzble 9,

LoBetween the L9U6-L9MT academic year and the 1953-1954 academic year,
public school elementary and secondary school enrollment increased
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been less than the growbth in load as measured by enrollmernt, Consee-
quently, the analysis of the Landis bill is based on the total of two
hurdred dollaxrs per 'teacherl6 rather than on the specific dollar appro-
priation which would have been authorized.

The Xearns bill,lT another teachers! salexry supplement proposal
designed to raise salaries by five hundred dollars per teacher, would
have authorized $400 million for fiscal year 1950. Since the appropria-
tion needed to provide five hundred dollars aid per classroom teacher in
195% would have been epproximately $514 million,® this sum, rather then
the $400 million authorized, has been utilized.

In the computation of the state school aid which would have been
forthcoming under the 1947 Taft 1illl9 as it would have operated in
1954, adjustments of the provisions of the bill were required., The
utilization of the forty dollar per school-age person allotment seemed
unwarranted since price increases between 1947 and 1954 would have re-
duced the real value of the basic allotment in 195k below the level

considered to have been minimal in 1947, Consequently the minirmm basic

approximately 22 per cent from 23,657,000 to 28,836,000, Computed from
Sehloss and Hobson, p. 9, Table B,

lGIt is possible that not all public school elementary and secondary
school classroom teachers would be counted to determine recipients of
the salary supplements. Some atirition in the teaching ranks which
occur each year would probably lower the yearly number of eligible
teachers by an undeterminable number,

178, R. 2584, 80th Cong., lst Sess. (1949).
L87nis estimate, like that for the Landis bill, is based on 1,028,73L
public elementary and secondary public school classroom teachers.

Schloss and Hobson, pp. 42-43, Table 9.

195, k72, 80th Cong., Lst Sess.
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allotment used in computing the amount of state aid was adjusted upward
to reflect the increased price level, Since there is no price index
which uniguely reflects the change in educational costs, it was neces-
sary to choose one of the existing indices. 3Because education has been
administered almost exclusively at the state and local govermmental
level, the adjustment was based on the changes in the cost of state and
local government purchases of goods and services. Between 1947 and 1954
the cost of such purchases rose by 37.3 per cent;Z0 the basic allotment
of forty dollars contained in the original Taft proposal was increased
by 37.3 per cent and the resulting $54.92 allotment rounded to fifty-
Pive dollars, A similar process of sdjustment was applied to the fifty
dollar minimum allotment proposed by the Senate Committee and to the
forty-five dollar allotment adopted by the Senate. Thus, in the follow-
ing analysis, the Committee draft version of the Taft bill end the Sen-
ate version of the bill are considered to be based on allotments of
sixty-nine dollars and sixty-two dollars respectively.

The original Taft proposal would have provided aid in 1954 for only
one of the eight states selected for analysis--Tennessee, In 1947 the
Taft bill as introduced would have aided twenty-five states;Zl changes
made later by the Senate would have provided ald to all states by a3 min-

imum grant to each state of not less than five dollars per pupil. In

20mis index, developed by the Department of Commerce, is presented
in U, S. President, Economic Report of the Presidemt, 1957, (Washington,
1957), p. 128, Table E-5.

21A table inserted»into his testimony by Senator George Aiken presents

this information in detail for 1947. Federal Aid to Education, Hearings,
U. S. Senate Committee on Labor and Public Welfare, 80th Cong., 1lst Sess.
(Washington, 1947), p. 196,
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the following analysis this five dollar minimum has been adjusted upward
to $6.86 to compensate for the increase in the cost of school operation
between 1947 and 1954. Two other bills by Representative McGawenza and
Representative Pace23 would have granted a per pupil minimum state grant
of three dollars per school-age child., However, since the five dollar
minimum produced extended legislative discussiorn and eventusl Sepate
approval, the analysis of this general type of aid plan is cornfined te
the Senate version of the Taft plan. The McGowen and Pace bills would
have displayed the same general characteristics as would have been found
in the operatiorn of tﬁe Senate version of the Taft bill,

The Taft bill would have provided aid only to those states for
which 1.1 per cent of the five-yeer average income payments failed to
provide the prescribed minimal allotment per school-child. In addition,
states otherwise eligible to receive aid but which failed to spend 2.0
per cent of their five-year average income payments on education would
have been denied aid. None of the eight states selected for testing
plans for subventions would have been affected by this requirement.
Furthermore, it was provided that the amount of aid would have been re-
duced by the fraction by which state elementary and secondary education-
al expenditures fell below 2.5 per cent of the five-year average income
payments, 1In 1954, this provision would not have operated to deny funds
to any of the states eligible for aid. The Senate version of the TPaft
act, with the requirement that after five years aid would have been

accorded to states only if expenditures per pupil in average daily

22y, R. 2593, 80th Cong., 1st Sess. (1947).

258, R. 140, 80th Cong., lst Sess. (1947).
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attendance exceeded either 2.5 per cent of the income payments or $165
per pupil in average daily attendance,4 would have led to no denial of
aid. In 1954 only four states (Alabama, Arkansas, Kentucky, and Missis-
sippi) ‘fell below the required current elementary and secondary expendi-
ture of $18525 and each of these states expended well over 2.5 per cent
of the five-year annual income payments on elementary and secondexy
education.2®

Both the Senate Committee draft of the bill and the version of the
bill approved by the Senate would have provided higher minimum allot-
ments to the states than the original proposal. The effect of the in-
creased allotment comtained in the Committee draft would have been to
provide aid to both Tennessee and Oklahoma of the eight test states.
The amount of a2id to Tennessee would have been over tem million dollars
greater than under the original bill. The Senate bill, as finally
passed, not only would have made & flat grant for each pupil in each
state but would also have altered the basis for computing grants in
excess of this minimum. If 1.0 per cent of the five-year average annu-

2l income payments would not have provided sixty-two dolla.r327 aid,

24"&115 figure represents an upward adjustment of the prescribed $120
by 37.3 per cent to reflect the relevant increased price level. The
actual adjusted figure of $164.76 has been rounded to $165.

25Data on current expenditures for elementary and secondary education
per pupil in average daily attendance by states are found in Schloss and
Hobson, pp. 100-101, Table 38.

zanata on educational expenditures are taken from Schloss and Hobson,
Pp. 100-101, Table 38 and pp. 76-77, Table 26, Computations of income
payrents were made by the author from data in Schwartz and Graham,
Personal Income by States Since 1929, pp. 178-79, Table 36; pp. 184 85,
Tables 42 .and 43; | PP. 186-87 Table 45.

2lgnys represents an upward adjustment of forty-five dollars to com-
pensate for the upward trend of prices,
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federal a2id would have been granted to states to enable them to reach
the sixty-two dollar minimmm. As this act would have operated in 1954,
Tennessee and Oklahoma of the eight test states would have received
grants sbove the minimum authorized per pupil but the total aid would
have heen less than authorized by the Committee draft of the bHill. The
total grants that would have been made to each state under the origins=l
Taft bill and the Committee and the Senate changes of it are presented
in Pable XXXII as are the allocations of the state totals to the state
incéme brackeﬁs.

One of the more liberal of the aid-to-education bills was intro-
duced by Senator Aiken in 194-7.28 Under the provisions of the bill
suthorized appropriations for 1954 would have approximated $1,571 mil-
lion. This sum represents the product of sixty dollars®® and the total
average daily attendance in the United States as defined by the bi11,30
Since the bill provided that if this sum exceeded the specific dollar
authorization of $1,200 million the larger asmount would be authorized,
analysis is based on proposed expenditures of $1,571 million. The allo-

cations to the states from the aubhorized funds also were to have been

283, 199, 80th Cong., 1st Sess.

29Although the Aiken ©ill provided that the dollar expenditure level
per school child should be increased yearly after 1948, for years after
1952 it specifically suthorized the sixty dollar per school child figure
in computing aid. ‘Therefore, no upward adjustment of this figure to
compensate for price increases is undertaken.

50pne computation is based on average daily attendance of 26,179,000;
the quotient resulting from a division of the aggregate days of attend-
ance by the 175 days prescribed in the bill. Aggregate days of attend-
ance totaled 4,581,240,000 in the academic year 1953-1354. Schloss and
Hobson, pp. 60-61, Table 18.
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based on attendance ra.tios;51 allocations to spending unit income
brackets were to have been based on the percentage of the public-school
population contained in each of the income groups.

The use of average daily attendance data to compute state aid would
have fhe effect of rewarding relatively wealithy states that provide
longer average school terms than the less prosperous states and in which
the percentages of enrolled pupils atiending daily tends to be higher.32
If the usual position that the per capita income level is the most de-
fensible measure of state ability tc support needed services is adopted,
the distributional technique of the Aikemn bill is znomalous. However,
in this écntext the long-range aspect of the bill is noteworthy. If the
aid provided to the poorer states would have enabled them %o increase
the length of school ferms and to improve attendance more than the
wealthier states, then the stimulative effects of the bill would have
been operative, But this result is conjectural; it would seem that if
aid were forthcoming on some basis which is not tied directly to the
existing level of school activity (suck as public school-age population)
more improvement in poorer states might occur. Bub this $too is only
probable; it is not subject to a conclusive a priorl determination.

The Byrnes bill of 194933 represented an unusual attempt to relate

Slstate attendance figures were computed by dividing the state total
aggregate attendance by 175. Ratios of state average daily attendance
to such national attendance were then computed. Computations were based
on data taken from Schloss and Hobson, pp. 60-61, Fable 18,

523chloss and Hobson, pp. 60-61, Table 18 presents the detailed in-
formation providing statistical verification of this tendency. Some

specific exceptions may be noted but the general patiern seems
observable.

53g. R. 4711, 8lst Cong., 1st Sess.
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state aid to public school budgets for current expenditures. If 2.0

per cent of the five-year state average anmual income payments would
have been inadequate to provide an amount per puril in average daily
attendance equal to 60 per cent of the United States average current ex-
penditure per child in average daily attendance, then the amount of the
deficiency wonld have represented the amount of aid extended. Only two
of the test states--Oklahoma and Tennessee--would have received aid
under this act; Table XXXIY indicates by spending unit income brackets
the amount of aid these states would have received, Tennessee which
would have received the grestest amount of aid, $30.6 million, had the
lowest per capita income of the eight states .34 Oklahoma, second lowest
of the eight states in per capita income would have received 312.8 mil-
lion. The Byrues proposal which would have tied the minimum educational
level to be aided to the nsticnal level of expenditures and to & minimum
state utilization of income would have required appropriations of an un-
determined amount. Certainly the 360 million sum which the original act
would have authorized would not have proved adequate if allocations had
been based on 1954 data. Representative Byrnes® testimony in 1949 indi-
cated that neither Oklahome nor Tennessee would have received aid under
the existing expenditure and income levels; on the basis of the situa-
tion then preveiling only Mississippi would have received an appropria-

tion as large as that which Oklahoma would have received in 1954,35

34Income ranks are based on the 1954 per capita personal income.
Schwartz and Graham, Personal Income by States Since 1929, p. 143,
Table 2. . o

35Tpe testimony of Representative Byrnes included a summary table
showing the stalte allocations under the proposal. Public School Assist-
ance Act of 1949, Hearings, U. S. House of Representatives Committee on
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Thus, in operation the Byrmes bill, utilizing what would seem to be nec-
essarily sizeable appropriations, would have varied aid inversely to
need as indicated by per capita income. It would also have conmtributed
to0 maintaining a minimum national level of current expenditures for
education,

The 1950 Lucas 511156 would have provided a conventional allocative
design for the suthorized appropriations. State school-age population
+0 national school-age population ratios would have governed., Under the
Lucas proposal, a grant of approximately $8.73 would have been made for
each school child in every state. While this seems & reasonable basis
for distributing aid, it should be noted that because the percentage of
school-age population attending non-public schools tends to be higher
in wealthier than in poorer states,37 the effect of using this alloca-
tive basis results in a larger public school-age population in the
wealthier states than in the poorer states. Thus, under the Iucas bill

the grant per public school-age child for each of the eight stetes would

Education and Labor, 81lst Cong., lst Sess. (Washington, 1949), pp. 208~
209.

36y, R. 1551, 8lst Cong., 24 Sess.

37Pub1ic school-age population as a percentage of total school-age
population in the eight selected states ranged from 97.5 per cent in
Pennessee and 97.3 per cent in Oklshoma to 77.4 per cent in New Jersey
and 77.2 per cent in Massachusetts. These percentages were computed by
the author from Schloss and Hobson, pp. 50-51, Table 13 arnd p. 115,
Table 48. However, it should be noted that since attendance at denomina-
tional schools represents a major part of non-public school attendance,
religious conviction probably plays a significant role in motivating
parents to send school-age childrer to non-public schools. Thus, in the
1853-1954 academic year approximately 90 per cent of all pupils enrolled
in non-public elementary and secondary schools were enrolled in Catholic
schools, Computed from Schloss and Hobson, p. 115, Table 49 and pp. 11 6-
17, Table SO.
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be as follows: New Jersey, $11.36; Massachusetts, $11.30; Illinois,
$11.07; Nebraska, $9.84; Colorado, $9.51; Oregon, $9.35; Tennessee,
$8.96; and Oklahoma, $8.93. From these figures, the conclusion seems
clear. If non-public schools are to be denied federal aid funds and if
the assumption is correct that non-public school attendance is not sig-
nificantly contingent upon the amount of public school spending, then
use of total school-age vopulations as the basis for fund allocation
operates to give greater aid tc the wealthier states. This distortion
which would have appeared in the Lucas bill's operation can also be
found in other programs utilizing total school-age population as a fac-
tor in the allocative formula. In the Lucas bill, however, the nature
of the distortion of the flat dollar grant becomes most apparent.
Representative Bailey's 1954 proposal38 to provide school construc-
tion assistance would have varied state grants inversely with the pro-
ducts of the states' percentage shares of the per capita national in-
come and the educational load as measured by total school-age population.
The allotments which would have resulted for the eight test states are
shown in Table XXXII. Allocations to the spending unit income brackets
within the states are also shown. The result of the Bajley formula
would have been to vary the per school-age child grant so that there was
perfect negative correlation between state per capita income ranking and
state per pupil grant ranking of the eight states. The ratio of the
highest state grant per school-age child to the lowest such grant would
have been approximately 1.86:1; the ra%io would have been reduced to

1.48:1 when computation was based on public school-age population rather

58y, R. 7467, 83@ Cong., 2d Sess.
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than total school-azge population. Nevertheless, the Bailey bill, which
like the Lucas bill would have embodied the distortion of aid implicit
in the use of total school-azge population, would have provided greater
aid tc those siates in which per capite personal income was lowest.
Some indication of the atiractiveness of the Bailey proposal to fellow
lezislators is revealed by the duplicabte or near-duplicate proposals
introduced in subseguent years.39

The 195k Clements proposal®C would have adopted the state-to-
national school-azge population ratios to arportion authorized appropri-
ations. Since no spacific sum was provided in the bill, an assumed $500
million appropriation is utilized in the znalysis of the bill. Under
the proposal, each state in 1954 would have received approximately
$1h.50h1 for each school-zge chiid. Tre Clements bill, like the Luceas
and Bailey biils would not bhave made a constant-dollar grant per public
school pupil. The apparent l:1 ratio of the prcposal would have become
a2 ratio of 1l.27:1 with the greatest grani{ per public school-age child
acceruing to the wealthiest of the eight test states, New Jersey, and the
smallest grant per public school-age child aceruing to Oklahomz, second
least wealthy of the eight states. Between the wealthiest end the poor-
est of the eight states, Tennessee, the ratio of 2id per public school-

age child would have been Jjust slightly less than 1.27:1 with greater

393ce list of similar proposals presented in the Appendix,
405, 359, 83d Cong., 24 Sess.

thompuﬁations of per pupil grants have been based on data rounded to
the nearest thousand. Thus allotments as finally computed from more

accurate figures might have varied somewhat from the figures presented
here,
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aid to the wealthier state. State allotments of authorized funds and
distribution of allotments among the spending unit income brackets
appear in Table XXXII.

The 1958 Metcalf bil1%2 was a simple modification of the Clements
bill. Specific variable appropriations would have been authorized for
fiscal years 1859 and thereafter but state allotments would have fol-
lowed the state-to-national school-zge population ratios. For each of
the eight test states the state alliocations from an assumed $500 million
appropriation would have been exactly the same as those of the Clements
bill. However, the Metcalf bill would have curftailed allctments to
those states whose average annual current expenditures per pupil in av-
erage daily attendance from state and locael sources failed to equal or

43 or whose state school effort

exceed the comparable national average
index failed to equal or exceed the national school effort index. The
effort index for the relevant jurisdictions was defined as the ratio of
annusl school expenditures from state and local sources per public
school child in average daily attendance to the annual income payments
per public school child. Unfortunately data on total school expendi-
tures per pupil in average daily attendance from state and local sources

are not available for each state; the data are available for current

expenditures only. Utilizing this available existing information, a

425, R. 10763, 85th Cong., 2d Sess.

43Tpe state anmual average current expenditures per pupil in average
daily attendance from state and local sources in the academic year 1953-
1954 are presented in Federal Aid to States for School Construction,
Hearings, U, S. House of Representatives Committee on Education and
Labor (Washlngton, 1957), p. 186, Table 23.
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netional school effort index of 3.19 would have resu.].‘c.e:d."*l'r None of the
eight test states would have received reduced allotments under the pro-
visions of the Metcalf bill but the computations based on available 195k
irformation indicate that nine s‘c.a.ttas""'rS would have experienced reductions
in their allotments. The state allotment would have veen reduced by the
percentage by which the state school effort index fell below the nation-
2l school effort index. Since the g2llotmert of none of the eight test
states would have been reduced under the provisions of the Metcall bill,
the operation of the reduction provisiorn may ve illustirated by its eppli-
cation Lo Missouri. In 1954 Missouri conteizned 2.40 per cent of the
national school-zge population and so wouid have received that percent-
age of the $500 million appropriation, or $12 million. But since
Missourils school effort index of 2.05 was only 83 per cent of the na-
tional index of 3.19, only 83 per cent of the basic allotment would have
been made to Missouri. Therefore, Missouri would have received approxi-
mately $10 millior, Thus, the Metcalf proposal would have operated to
penalize those states that failed, either in terms of utilization of

state income or of dollar educational expenditures, to make an adequate

minimum effort to provide educational support.

uhinformation on state personal income payments per child of school-
age are found in the 1957 House of Representatives Committee on Educa-
tion and Labor hearings on federal aid to school construction. Ibid.,
pe 185, Table 20.

hsThe nine states are Nevada, Ohio, Maryland, Rhode Island, Missouri,
Florida, Maine, Virginia, and Kentucky. Two cautions should be made,
First, these computations are based on current expenditures; second,
current data might alter or eliminate completely the states that would
experience reduced allotments from the application of the Metcalf bill.
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Ir the Holt bill of 195kh6 some of the features of the Committee
and the Senate versions of the Taft bill and features of the Clements

bill were joined. The Holt bhill would have provided an equelizing

ct

grant 4o all states in the amount that C.bk per cent of the arnnual state

G

income payments failed to yield twenty collars per school-age child.
This, of course, correspords to a basic allotment of f£ifvy dollars per
school-zge child from 1.0 ver cent of state income payments. The Talt
proposal, as reported by the Senate Committee would have adopted z basic
allotment of f£ifty dollars but would have used l.l per cent of the in-
come paymernts in determining the amount of equalizing grants. As the
Taft bill was zpproved by the Senate the equalizing allotments would
have been vased on the difference vetween forty-five dollars per school-
age child and 1,0 per cent of income payments. In 211 versions of the
Taft bill the income payments used in computatior would have beer an
average of the five most receni years. The Holt bill would have
utilized a fifty dollar per school-zge child basic allotment and 1.0 per
cent of income payments in the most recent single past year to determine
equalizing grants; any residual funds afber egualizing grants were deter-
mined would have been allocated on the state-to-national school-age vop-
ulation ratios.

Application of the Holt bill would have provided egualizing aid
only to Tennessee of the eight test states. From an assumed appropria-
tion of $500 million, epproximately $22,892,000 would have beer utilized

for egualizing grants to eleven states.h? From the remainder of the

485, R. 8868, 83 Cong., 24 Sess.

I“7This figure was presented by the Research Division of the National
Education Association and entered in Federal Aid for School Construction,
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appropriation each state would have received a flat grant per school-age
child of approximately $13.90. Thus each of the eight states would have
received this amount while Tennessee, by virtue of its equalizing grant,
would have received an approximaste additiomal thirty-six cents per
school-age ckild. Under the Holt bill the ratio of the grant per public
school-age'child in the poorest state to the grant in the richest state
would have been 1,31:1., Details of the state allocations arnd their dis-
tribution by spending unit income brackets appear in Table XXXIX,

The complicated Morse-Clark proposal of 195448 epbodied a combine-
vion formula for allocation of the one billion dollars appropriation
authorized, Half cf the funds would have been disiribuied on the staie-
tc~-national school-age population retios and would have yielded a flat
grant of approximately $14.50 for each school-age child in each state.
The allocation of the cther one-half of the approprietions would have
been based on an adjustment of state school-age populations in inverse
relation to the state levels of income per school-age child. When these
resulting state allotments are combired, the grants per pupil range from
a high of approximatély $35.82 in Tennessee t0 a low of approximately
$23.80 in New Jersey. There would have been a perfect negative correla-
tion between the state per capita income rank and the state grant per
school-age child rank; there would have been & 1.51:1 ratio between the
grant for the poorest state and that of the wealthiest state. Computed

on the basis of the grant per public school-age child in the poorest

Hearings, U. S. House of Representatives Committee on Education and
Lsbor, 83d Cong., 24 Sess. {Washington, 1954), p. 57.

4BS. 1134, 85th Cong., 1st Sess.
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state to the grant per public school-age child in the richest state the
ratic would have reduced to 1.20:1. Nevertheless, no matier which basis
of computation is used the grant per school child under the Morse-Clark
bill would have tended toward a close inverse relation to the per capita
income ranking of the selected states., Detailed aliotment and alloca-

tional data are presented in Table XXXIX.

COMPUTATION OF THE NET BENEFIT FROM UNMATCHED FILAT GRANT

LEGISILATIVE PROPOSALS

After the dollar benefit accruing %o the several spending unit in-
come grouns has been determined and after the dollar tax burden falling
on the same income groups has been ascertained, the net benmefit from
educational sid provided by the alternative programs can be computed.
First, however, it is necessary to meke explicit certain methodological
declsions, Some of the legislative proposals would have authorized ex-
penditures of specific sums; in the other proposals in which no specific
sums were provided a $500 million appropriation has been assumed. It is
this latter assumptionr which poses & major problem. The effectiveness
of any proposal in redressing interstate fiscal inequity is a function
not only of the method of distribution of aid but also of the amount of
aid provided. A grant which would enable the low income-receiving group
in Tennessee to move one hundred dollars nearer a position comparable to
that of the low-income group in New Jersey, if doubled would appear to
accomplish even more in attaining interstate fiscal equity. The result
of this fact is that if other things are held constant, the $500 million

appropriation assumed for the proposals which do not provide a specific



181

authorization will operate to make the proposals with less than $500
million authorized seem less effective than those with the assumed
appropriation. On the other hand, those bills with authorized appro-
priations greater than the assumed $500 million will seem more effec-
tive in reducing interstate fiscal inequity.

The question which must be resolved before aralysis can proceed
logically is whether the variable appropriations should be retained in
analysis or whether all computations of marginal net benefit from edu-
cational aid should be prediceted on a constant appropristion. Some
merit inheres in both of the alternatives. However, two considerations
seem to argue persuasively for further analysis on the basis of a con-
stant appropriation. First, the propensity of any given Congress to
appropriate funds for aid to education is probably relatively independ-
ent of the distributional technigue which would be employed.49 Thus,
an aﬁpropriaxion of $500 million for one educational aid program would
probably not be reduced if another program cepable of securing favorable
Congressiocnal action were substituted. Second, since the major concern
of ¥this study is with the comparative fiscal effects of possidble pro-
grams of federal financial support for education on the relative income
differentials between income groups in different states, the technique
by which funds might be distributed seems the crucial variable. Once
the size of the appropriations is known, the differences in incoue-

determining effects of the proposals stem from the method by which state

49mnot this is not gbsolutely true is inferrable from the Senrmte
unwillingness to adopt the origimal Paft bill without an amendment pro-
viding a flat grant per pupil in each state. See above, Chapter II,
p. 64.
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allotments are determined. As a consequence, the analysis that follows
is based on an assumed constant appropriaticn of $500 million.

Computations of allocations of educationsl aid to spending unit in~
come brackets in the states have been bhased on the specific authorized
appropriations, or $500 million if the proposal did not provide a spe-
cific appropriation. In the following analysis, therefore, the grants
allocated $c income groups from appropriations either larger or smaller
than the assumed constant of $500 million have been adjusted to equal
the grant which otherwise would have acerued to the income group from a
uniform $500 million approPriation.so

In the case of the Byrnmes bill, the appropriate factor for adjust-
ing total authorized asppropriations to the constent tax burden alloca-
tion of $50C million is not definitely ascertainable., As has been indi-
cated previously, the computastion of the exact appropriation does not
seem warranted; as a result no correction factor has been employed.
This decision rests in part on the siée of the allocations which would
have been made to aided states and in part to the absence of allecations
to some states., Admititedly this decision is an arbitrary one but in
view of the relatively unpopular political character of proposals that

would aid only a few states at the expense of many other states, further

S0An illustration of the method of ad justment should clarify this pro-
cedure, The Taft bill as introduced authorized total aid of $250 million.
The allocations of aid to Tennessee and to each spending unit income
bracket in that State have been doubled in computing the net benefit
that would result. This adjustment is necessary since the tax burden
for Pennessee and for her spending unit income brackets has been computed
on the basis of $500 million, not $250 million as provided in the author-
ized appropriations of the Taft bill. Similar adjustment in aid alloca-
tions for other proposals authorizing appropriations in smounts other
than $500 million has been undertaken.
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extensive computations do noct seem justified.

The adjusted allocations of educatioral aid $o each spending unit
income bracket can be compared with the tax burdens falling on each of
the brackets. Since both educational aid and tax burdern are based on &
constant of $500 million, the net dollar benefit can be derived by sub-
tracting the dollar amount of aid received from the added dollar tax
burdern resulting. Table XXXIII presents the net benefit from education-
al aid provided by the unmmatched flat grant legislative proposals cone-
sidered here.

A final step in the analysis of the unmatched flat grant proposals
is the attempt to determine which of the legislative offerings contains
the greatest fiscal merit. In & federal polily, the fiscal goal of the
national jurisdiction, insofar as & specific program is otherwise con-
sidered defensible, is the maximmm reduction of inequities stemming
uniquely from the individual's state of residence. The possibility of
political success for a program should alsc exist. However, the znal-
ysis here of only those proposals which have received serious legisla-
tive consideration would seem to obviate the need to further evaluate
programs for possible political success. Conseguently, the decision as
to the prefersble program for subventions will he made or the basis of
consistency with federalism's fiscal goal.

The logical procedure for recomputing the estimated effective fed-
eral tax rates by spending unit income brackets after the net benefit
from the various educational aid proposals has been determined cannct
be followed expediently. The net dollar benefit from educstional aid is

too small in relation to the personal income of the relevant spending
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unit income brackets to effect a significant change in the estimated
effective rates. It should also be remembered that the effective rates
already computed afe studied approximations; therefore, small changes in
the effective rates might be given undue emphasis. The net effect of
these limitations is to necessitate analysis from the computed net dol-
lar benefits rﬁxher than from further computations of changes in esti-
mated effective tax rates. Nevertheless, it is possible to conclude
that if greater per spending unit a2id zoes to the corresponding income
groups in low income than in high income states, then movement toward
greater fiscal equity is occurring.

Since the recomputation of the estimated effective tax rates does
not seem to be a feasible technigues for determining the differences
among the aid proposals, the net benefit has been reduced to a per spend-
ing unit basis to facilitate analysis, The procedure adopted was to
ascertain the average number of persons per spending unit in 1954 and
then to convert 1954 state populations into spending unit totals,ok
These state spending unit totals were then allocated among the spending

unit distributions contained in Tables III-X.52 "These state allocations

Slppe average number of persons per spending unit in 1954 was approx-
imately 2.85. The spending unit data are tsken from "Pechnical Appendix,
1955 Survey of Consumer Finances: Purchases of Durable Goods in 1954,"
Federal Reserve Bulletin, XLI (1955}, p. 472; the population estimates
are teken from U. S. Department of Commerce, Bureau of the Census,
"Estimates of the Population of States: July 1, 1950 to 1956," Current
Population Reports: Population Estimates, Ser. P-25, No. 165, November
4, 1957, p. 7.

5255 has been noted earlier, there is a probable distortion in the
spending unit distributions. The distortion, resuliing from the likeli-
hood that upward income adjustments will tend to increase the percentage
of spending units in higher income brackets, is not amensble to measure-
ment and correction. It may be hazarded that further methodological
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and totals are presented in Table XXXIV. The net dollar benefit accru-
ing from each educational aid proposal was then divided by the number of
spending units in each income bracket. The resulting data whichk show
the net dollar benefit per spending unit are presented in Table XXXV,

To further enable comparison of the several proposals, the dollar tax
burden falling on the several spending unit income brackets was reduced
tc a per spending urnit basis. These date are presented in Table XAXVI.
Finally, in Teble XXXVII the net dollar benefit per spending unit was
expressed as a percentége of the net dollar tax burden per spending unit.
Comparisons of the several legislative proposals can now be made based
on this meterial,

Generalizations about how income classes would have been affected
by the various legislative proposals are difficult to make, Redistribu-
tion of income is implicit in each proposal for educational a1d.5® How-
ever, care should be taken not to conclude that need for aid is less
acute in the lowest income group in New Jersey than in the lowest income
group in Tennessee, Low personal income imposes strinpgent limitations

upon the standard of living with little regard for the recipient's state

refinement, if it were possible, would render resulits more precise but
would probably not alter the general pattern prevailing between states.
It is this general pattern thet is important here.

S3fhe distinction between redistribution and changes in income dis-
tribution made in Facing the Tax Problem (New York, Twentieth Cenmtury
Fund, 1937), p. 203, is followed here, Initielly educatiomal aid pro-
posals would effect redistribution simply by transferring income taken
from one group by taxation to another group by social service expendi-
tures. It is conceivable that increased educational expenditures might
raise the productivity of lower income groups and thus eventually im-
prove their income position by more than the amount of the net benefit
of the educational aid program. This latter development, which includes
redistribution but is a broader concept, constitutes a change in income
distribution.
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TABLE XXXIV

NUMBER OF SPENDING UNITS FER SPENDING UNIT INCOME BRACKET, SELECTED STATES, 195h2

et

Spending Unit Number of Spending Units®

Income Bracket (Thousands of Units)

(Thousards of

Dollars) Massachusetts New Jersey Illinois Nebraska Tennessee Oklahoma Colorado Oregon
0-2 376.3 312,0 576.8  150,6 36,2 3051 116,7  90.,0
2-3 272,1 219,1 351, 7 69.8 203.0 16,2 63,0 1.6
3 293,3 296,2 52h.h 78.5 190,6 181.1 83,2 96,2
Y 229,7 27,2 1.1 49.3  121.8 W2 72,9 9.8
5-10 389.k 57845 1,002.5 92.6 228,9 236.,2  132,0  176.2

Over 10 6841 999 188, 2 16.0 37.2 45.5 2h.6 29,1

Total 1,629,2 1,752,9 3,084.7 456.3 1,127.8  1,059.3  492.5  559,3

8Detail does not mecessarily add to total due to rounding,

bSperxiing units allocated among spending unit income brackets on the basis of spending unit
distribution presented in Tables III-X. Number of spending units par state computed by dividing the
total state population for 1954 by the average mumber of persons per spending unit in the United
States for 1954, Spermding unit data are taken from "Technical Appendix, 1955 Survey of Consumer
Finances:t Purchases of Durable Goods in 19%," Federal Reserve Bulletin, XLI (1955), p. L72;
population data are taken from U, S, Department of Commerce, Bureau of the Census, "Estimates of the
Population of States: July 1, 1950 to 1956," Current Population Reports: Population Estimates, Ser,
P~25, No, 165, Novenmber L, 1957, ps Te

Source: Computed by the author,
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TABLE XXXVI

DISTRIBUTION OF NET DOLLAR BURDEN FPER SPENDING UNIT RESULTING FROM TAX BURDEN OF $500 MILLION
RAISED BY PRESENT FEDERAL SOURCES® BY SPENDING UNIT INCOME BRACKETS, SELECTED STATES, 195h

— '~ P T RS- S 4

Spending Unit Income Bracket

State .
$0-$2,000 $2,000-$3,000 $3,000-$4,000 $h,000-85,000 $5,000-$10,000 Over $10,000
Massachusetts $1.50 $4.06 $5.25 $7.33 $1).02 $128.25
New Jersey 1.27 3.49 he97 6.95 13,10 91,09
I1linois 1,22 3.40 L. 90 7.0L 12,86 85.2L
Nebrasks 1.23 3.19 hoki3 6.69 1.9 73431
Tennessee ° 81 2 006 2, 95 ’-lc llS 8. 38 510 56
Colorado 1.19 3,08 L 16 5.9 11,39 77.48
Oregon 1,10 2,81 3.90 5¢39 10,11 5598

8Net dollar burden represents the quotient obtained by dividing the tax burden rer spending unit
income bracket resulting from a $500 milllon appropriation raised by present Federal sources as
presented in Table XXX by the number of spending units per spending unit income bracket as presented
in Table XXXTI,

Source: Computed by the author,

681
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of residence. What must be remembered is that federal assistance to low
income groups in high income states will not redress the fiscal differ-
ences between states which are grounded in the denial of access of a
state to lucrative revenue sources oubtside its boundaries. Therefore,
it would seem that net benefit from educational aid should vary the aid
per income bracket spending unit in inverse relation to the level of
state per capites income.

In none of the legislative proposals to provide educatiopal aid by
unmstched flat grants would the per capita net dollar aid to all spend-
ing unit income brackets have been varied inversely with the per capita
income rapking of the states. However, it is the Bailey proposal which
almost would have attainesd the zoal ¢f such inverse variation, For all
the test states and for all the spending unit income brackels except the
highest, the inverse variation is found.5% In the highest bracket the
coptribution required from taxpayers in Colorado would have been greater
than that from the Oregon taxpeyers although the per capita income was
lower in Colorade than in Oregon; the contribution required from highest
bracket taxpayers in the third wealthiest state, Massachusetts, would
have exceeded that required in Illinois and New Jersey. The greater per

spending unit benefit (reflecting educational benefit more nearly

547t is probable that the net dollar aid per spending unit as pre-
sented in Table XXXV is of greater significance as supporting evidence
than the net percentage per spending unit shown in Table XXXVII. It is
not the net percentage benefit but the absolute net dollars gained which
determine the extent of educational aid resulting from a proposal.
Nevertheless, the pattern of net percentage gain shown in Table XXXVII
also reveals the Bailey bill to be the preferable bill. Any deviations
not shown in Table XXXV are of litile apparent significance to¢ the fiscal
evaluation undertaken here. However, ease in comparison of percentages
would seem to justify the detailed computations shown in Table XXXVII.
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approximeting the related tax burden) in Oregon than in Colorado re-
flects primarily greater percentages of individual income tax liability,
corporation tax 1isbility, and excise tax lisbilify borne by the over
$10,000 income bracket in ColoradoS  and not offset by sufficiently
greater amounts of educational aid.

The upper income bracket in Massachusetts, the third ranking state
on the basis of 1854 per capite income, would have made a much greater
net contribution than would have beer made by the upper income bracket
in the first and second ranking states of New Jersey and Illinois. This
snomalous situation would have resulted partially from the smealler per-
centage of public school population found in the highest income bracket
in Massachusetts compared with that found in that comparable bracket inm
New Jersey and Illinois. When this situation is combined with the much
smalier nuaber of spending units found in the upper income bracket in
Massachusetts, the strange situation 1s rendered undersiandable even
though it remains unconventional.

Overall ithe prevailing allocational pattern of the net benefit in
the highest income bracket would have displeyed a close agreement with
the percentage of the total school population attending non-public

schools, 6 Except for Colorado and Nebraska, the upper income group

55The basic tax allocators for these taxes which reveal this dis-
parity are found in Tables IX and X, Chepter III.

Sbphe eight states rapnked in descending order of percentages of total
public school population enrolled in non-public schools were Massachu-
selts, 22.8 per cent; New Jersey, 22.6 per cent; Illinois, 21.3 per cent;
Nebraska, 11.7 per cenmt; Colorado, 8.6 per cent; Oregon, 6.4 per cent;
Oklahoma, 2.7 per cent; and Tennessee, 2.5 per cent, Percentage compu-
tations are based on data from Schloss and Hobson, pp. 50-51, Table 13,
and p. 115, Table-49.
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allocations from every proposal except the Aiken bill would have shown
2 direct relation between the net benefit per spending unit{ and non-
public school enrollment percentages., The reversal of rankings of
Nebreska and Colorado stems from the fact that public-school enrollment
in Nebraska's upper-income group is not sufficiently great to offset the
larger tax burden which would have fallen on Colorzdo?s upper-income
group which would have borne z relatively greater share of £

statels totel federzl tax burden than was borme by the comparsble group
in Nebreskeed?

It is also significant that the relative size of the rnet benefits
received by the spending umits in the income brackets in the test states
is greszter from the Bailey bill than from any other general ald progrem.
As revealed by Table XXXViI, except for the upper income bracket, the
magrnitude of the percentage benefits going to the least wealthy sitates
is greater than would go to those states from other proposals., Thus,
not only is the fiscal goal of federslism most neerly approximated by
the Bailey bill, it also succeeds in 2 maximum emount of readjustment
consistent with that general goal of fiscal equity.

Severeal other interesting conclusions may be drawn from the compu-
tations of net benefit from educational aid by spending wnits. First,
the pattern of ald does not display & progressive structure such as is
associated with the federal tax structure as revealed in Table XXVI.
The net benefit per spending unit tends to be regressive from the

$2,000-$3,000 income brecket to the $3,000-$L4,000 income bracket.

STEvidence is inferrable from the spending wnit distribution con-
tained in Table XXNIV and the federal tax burden presented in Table XXII.
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Highest grants per spending wnit are made in the $3,000-$4,000 income
bracket with generally declining amounts being made to higher

income brackets. This patiern is not indefensible per se although on
the assumption that progressivity in net benefit from educational aid
per spending unit (represented by declining net eid as spending unit
money income increases) is desirable within states, it becomes indefen-
sible. As greater educational lozads per spending unit may f2ll on units
in the $3,000-$4,000 bracket, a2 progressive aid pattern may seem less
imperative., However, in the absence of the information about the net
benefit from other government programs, important bul needed information
for the comprehensive evéluation of the educational aid programs is
lacking.

Second, in every single proposal the net benefit accruing to the
upper income group would have been negative. This reflects the substan-
tial federal income and corporate tax burden which would have fallen
vpon this income bracket. If other things were assuwed constant, the
total effect of positive benefits in the lower brackets and negative
benefits in the upper bracket would have been to increase the overall
progressivity of the federal revenue and expenditure structure. This is
the income redistribution which would have resulted within states as
well as between states,

Third, in the equalization programs utilizing unmetched flat grants
(the Taft and the Byrnes bills) some states would have received no aide
In these proposals the cutright interstate income redistributional
effects seem clear. But the pattern of aid which in other proposals

would not have tended to be progressive within states would have been
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progressive for unaided states in these programs. This would have re-
sulted from the absence of positive ald allocations to offset the pro-
gressive nature of the federal tax system. In the aided states, however,
the genersl pattern of aid found in other proposals and discussed above
would have prevailed. In the case of the Byrnes bili the larger appro-
priations to Tennessee ﬁould have increased the regressivity of the net
benefit from educational aid over that found in the Taft bills or in the
other programs not avowed $o be equalizing in intent.

Fourth and finaelly, the adherence of any proposal to the criterion
of reduction of interstate fiscal inequilty leaves unanswered a crucial
philosophical guestion: if spending unit income brackets in poor states
should receive larger net aid than is received by the same brackets in
rich siates, how much more aid should be received? This question is
akin to the questlion of the extent to which the tax system itself should
be progressive, Although in the last analysis the resolution of this
knotty problem is an exercise in political reconciliation and implemen-
tation of ethical concepts of equality and economic concepts of economic
growth, the extensions implicit in the analysis undertaken here should be
recognized.

This analysis of unmatched legislative proposals to aid education
has been based first of all on recognition that any educational z2id pro-
posal must face squarely the crucial problem of securing the needed rev-
enue. On the assumption that $500 million of aild would have been raised
by the proportionate reliance on revemue sources that prevailed in 1954,
total added tax burdens by spending unit income brackets vere determined

for the eight test states. Second, the total amount of aid which each
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of the eight states would have received in 1954 under the provisions of
each of the major legislative proposals was determined, This amount of
state 2id, =2djusted to represent the state shares from the expenditure
of an assumed constent appropriation of $500 millior, was then distrib-
uted among the sperding unit income brackets on the basis of the per-
centages of the state public school populétion in the income brackets.
The aid totals and the tax totals by spending unit brackets were related
and the net benefit per spending unit income bracket was determined.
This net benefit was then reduced to a2 per sperding unit basis to in-
crease the comparability of the data among the states.

Although methodological and philosophical problems abourd and reso-
lution of most of them remains beyond the scope of this study, certain
tentative conclusions can be drawn about the legislative proposals for
unmatched flat grants. If the criterion of maximum reduction of inter-
state fiscal inequity is accepted, then the Bailey biill of 1954 is the
preferable proposal, Even in this proposal some minor bub explainable
deviation from the criterion appears but the closer adherence of the
Bailey plan seems apparent. OSubsequent analysis may reveal other major
proposals of a different type to be superior to the Bailey bill; how-
ever among the unmatched flat grants and on the relevant fiscal grounds
the Bailey proposal seems clearly superior to any other thus far

examined,



CHAPTER V

ANALYSIS OF THE FISCAL EFFECTS OF MATCHED GRANT

LEGISIATIVE PROPOSALS

MATCHED FIAT GRANT LEGISIATIVE PROPOSALS

Matched flat grant legislative proposals for aid to education have
been less numerous than those for unmatched flat grants $0 provide such
aid. They have not, however, been less important. The matched grant
proposals, displaying relatively greater howmogeniety, are amepable to
the same analysis already developed in examination of the unmaiched f£lat
grant bills.

Much of the preliminary analysis undertaken in Chapter IV is appli-
cable in this, and the succeeding, chapter. The sources of revenue are
considered to be the same as those which would be utilized to finance
wmatched grant programs. The same sllocation of tax burdens among the
spending unit income brackets would prevail. The same method for deter-
wining the net benefit from educational programs would be applicable,
Finally, the same basis for determining the preferable legislative pro-
ﬁosal is relevant. The essential points of difference are two: first,
the amount of aid which would have been forthcoming under the several
bills and second, the effects that would have flowed from the matching

requirements imposed by the several matched grant propossals.
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DISTRIBUTION OF AID FROM LEGISLATIVE PROPOSALS FOR

MATCHED FLAT GRANTS

Detailed examination of the specific allocative formulazae embodied
in the maitched grant proposals reveals not oanly the relatively high
degree of homogeniety noted above, but also the great similarity vetween
wnmatehed and matched flat grant proposals. This similarity of propcs-
als is hardly surprising since matching itself is the major difference
between the two categories. In orly two specific cases, the Kearns bill
of 19511-l and the Committee draft of the Kelley bill of 195?,2 would new
allocative formulae have been adopted.

The earliest of the major maitched flat grant legislative proposals
was the Robertsor bpill.3 This 1949 plan would have been identical with
the Lucas unmatcked grant bill enzlyzed in Chapter IV except for the
proviso requiring the state o match federal funds provided on a dollar-
for-dollar basis. Consequently, the smounts of aild forthcoming to each
of the eight selected states and the distribution of such aid to the
spending upits within the states would have been identical with that of
the Lucas bill. The allocations to the states which would have been
provided by the Lucas bill and which also would have been forthcoming

under the Robertson bill are containred in Table XXXII.h

The crucial issue is whether the capital outlays for education made

1. R, 10052, 83d Cong., 24 Sess.
%1, R. 1, 85th Cong., lst Sess.

3s. 137, 8lst Cong., lst Sess.
kChapter IV, p. 162.
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by the states for construction of new buildings and additioms to exist-
ing buildings would have been adequate to have matched federal allot-
ments on the prescribed basis.® During the 1953-1954 academic year,
each of the eight test states made capital outlays for new buildings and
additions to old buildings in excess of the amount of the proposed fed-
eral slictment. In 1953-1954 approximate capital outlays by states were:
Massachusetts, $32,737,000; New Jersey, $51,500,000; Illinois,

$99,512 ,000; Nebraska, $4,602,000; Tennessee, $15,786,000; Oklahoma,
$19,435,000; Colorado, $18,743,000; and Oregon, $24,673,000.6 These
amounts were made without eny stimulation provided by federal funds
requiring matching. It is probable that if state outlays would have
been ipadequate to match any federal allotmenis provided, some added
outlays might have been forthcoming. The extent to which states could
and would be willing to exert added effort to secure revenue for maich-
ing cannot be determined. However, the amounts by which expended funds
exceed the allotments indicate that for the amount of aid most likely

to have been forthcoming, the stimulative power of educational grants

SCapital outlays for site procurement are excluded whenever possible,
The exclusion is grounded in the tendency of educational aid bills to
prohibit the use of federal funds to procure construction sites. In
none of the eight test states does expenditure for site procurement
exceed 11 per cent of total expenditures for new buildings and additions.
Computed from Schloss and Hobson, pp. 92-83, Table 34. In subsequent
analysis, combined capital outlays for land and buildings have been
reduced by 10 per cent to yield the capital outlays for new buildings
and additions exclusive of site procurement expenditures.

6Com.pu.ted from Schloss and Hobson, pp. 92-93, Table 34. The data on
capital outlays are provided on the basis of the "...cost of publicly
owned plants completed and made available for use during the years....”
with no regard for the year im which the money was expended. Ibig.,
P. 1l4.
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would have been of little prectical importance.

The Humphrey-Ives bill of 19567 would have provided the same basis
for grants as the ummatched grant plan of the 195k Clements bill.
States would heve been required 0 metch federal funds on a dollar-for-
dollar basis. State allotments which would have been forthcoming under
provisions of the Humphrey-Ives bill are the same as those found in
Table XXII® under the Clements bill. In both cases $500 million has
been assumed to be the amount of necessary appropriations. For each of
the eight test states, the amount zallocated could have been matched by
the capital outlays aciually mede during the yeare. In actual operation,
therefore, there would have been no significant difference between the
Humphrey-Ives bill providing for matched flat grants and the Clements
bill providirg an equal sum for matched grants.

The lack of adequate informaztion makes impossible the computetion
of the state allotmerts which would have resulted from application of
the provisions of the Kearns bili of 1954.7 State allotments from =
three-year aggregate appropriation of $5 billion would have been made in
the ratic That the stabe cost of constfucting needed classrcoms bore to
the nationsl total cost of constructing needed classrooms. However, the
necessary daeta on total cost of needed classrooms by states are not avail-

able, Not even the number of total classrooms needed is azvailable for

Ts. 480, 84th Cong., lst Sess.

8Chapter IV, p. 162,

9H. R. 10052, 83d Cong., 2d Sess.
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all states.lO Furthermore, even if the data on the number of needed
classrooms were availeble it would be indefensible to assume & necessary
correlation between cost and the number of needed classrooms. Regioral
diversity of climate alone would be sufficient to render valueless such
an assumed correspondence of npumber and cost. A further complication
arises from the fact thet information about the number of classrooms
needed is a composite total of the classrooms needed "to accommodate
excess enrollment” and those needed "to replace unsatisfactory facili=-
ties."lL The determination of needed classrooms which would have been
based on certifications from state educational agencies might have varied
substantially from such sketehy totals as are available, The non-availe
ability of informetion coupled with the non-comparebility of existing
data thus operates to preclude a meapingful computatiorn of allocations
and net benefits resulting under the Kearms vpill.

The Kelley proposal of 1957+2 would have provided a $600 million

100pe of the most comprehensive surveys of school facilities, William
0. Wilson and James Wooftexr, Report of the Status Phese of the School
Facilities Survey, U. Se Depertment of Health, Education, and weliare,
Office of Education, (Washington, 1953), p. 38 Table XXXXI, lacks
data for Idaho, Missouri, New York, South Caroling, Utak, Virginia, and
Wyominge The widely quoted study by the U, S. Depertment of Health,
Education, and Weifare, Fall Statistics on Enrollment, Teachers, a.nd
School Housing in Full-Time Public Blementary end Secondary Day Schools,
Office of Bducatiom Circular No. B0, (Washingtonm, L957) Lacks data for
New Jersey, Oregon, Louisiana and New Mexico. The relisbility of the
data ir Circular 490 is both guestioned and defended in the U. S. House
of Representatives Committee on Education and Labor Report on He Re 1,
School Comstruction Act of 1957, He Repts No. 489 (Wa.sh ngton, 1957),
DDe 25=27, DDe 29-Hl,

llschloess and Hobson, Report on Enrollment, Teachers, and Schoole-
housing, De 3e Bl |

123, R, L » 85th Cong., lst Sess. is the best known of the bills
embodying the ideas of the late Representative Augustus Kelley., Two
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anmial appropriation allocated on the basis of state-to-pational school-
age population ratios. Alliotments were to have been matched equally
from state funds. The proposal would, therefore, have operated fiscally
like the Robertson bill of 1948 and, except for the matching provision,
like the Lucas unmatched flat grant proposal of 1950, Except feor a
doubling of all dollar allccations, the fiscal operations of the Kelley
bill as intrcduced would bhave been identical with the coperations of the
Incas bill as presented in Table xXII.135

The House Committee on Education and Labor, before reporting the
Kelley bill favorably, wade & material change in the allocative formuls
of the bill., Half of the appropriation, reduced to $300 million, weuld
have been allocated on the basis provided in the bhill és criginally in-
troduced. The remaining one-half would have been allocated by & new and
complicated formula. In this formula the state allctment ratio was com-
puted by dividing the state income per school-age child by the nationel
income per school-age child, mltiplying this quotient by .55, and then
subtracting the result from 1.00. This allotment ratic became a factor
for weighting the state school-age population. The resulting weighted
school-age population was then reduced to a fraction of the national
total of such populations; the fraction represented the part of the
total allotment which would have gone to the state. The separate allot-

ments from each half of the appropriation would have been combined to

earlier similar introductions by him were H. R. 7152, 84th Cong., lst
Sess. (1955) and H., R. 7535, 84th Cong., 2d Sess. (1956). The detailed
listing of similar proposals in the Appendix attests to the popularity
of this type of plan.

13chapter IV, p. 162.
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yield the fotal state allotment. Table XXXVIII presents the state allo-
cations of educational aid by spending unit income brackets resulting
from the formula of the Committee version of the Kelley bill. Table
XETX contains the net dollar benefit by spending upit income brackets
resulting from the proposal; Tavble XL presents the marginal net benefit
per spending unit by spending uwnit income bracket, In Table XLI the net
percentage benefit (the net dollar benefit per spending unit expressed

as a percentage of the dollar tax burder per spending unit) is shown.
FISCAL EVALUATION OF MATCHED FLAT GRANT LEGISLATIVE PROPOSALS

The rationale for the evaluation of aid proposals utilizing matched
flat grents has already been developed in Chapter IV. There it was
argued that the preferable program to aid educetion was one which pro-
vided aid that, to the greatest possible extent, redressed fiscal ineg-
uities arising from the nature of the federal system. This same ration-
ale can now ve applied to the several matched flat grapt proposals just
discussed.

The maJjor types of measures under discussion here are represented
by the Robertson bill, the Humphrey-Ives bill, and the Committee Draft
of the Kelley bill, In fiscal operation the original Kelley bill dif-
fered from the Robexrtson ©ill only in the size of appropriations author-
ized; the fiscal cperation of {the Kearns bill could not be adequately
evaluated because of the unavailability of necessary data. The pabtern of
pet benefit from educational aid per spending unit is presented in Table
XXXVII, (see page 90), Table XL and Table XLI. In Table XXXVII the

Robertson plan has its éounterpart in the Lucas Bili; the Humphrey-Ives
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TABLE XXXVIII

DISTRIBUTION BY STATES OF AMOUNTS OF AID RESULTING FROM APPLICATION (F COMMIIYEE DRAFT OF

KELLEY BILL® BY SPENDING UNIT INCQME BRACKETS
(Thousands of Dollars

S SELECTED STATES, 1954

Spending Unit Incoms Bracket

State

02 2-3 34 L5 5-10 Over 10 Total
Massachusetts 726,2 7755 1,452.3 1,233.8 2,139,3 423.0 75050
New Jersey 492.8 506,2 1,194.8 1,086,8 2,963,2 506,2 6,750
I11inois 955, 3 856,0 2,220.7 2,022,2 55,347.0 1,004.9 12,405
Nebraska h15,.2 285,04 552,7 378.9 822,6 10,1 2,595
Tennessee 1,327,6 1,140,5 1,871.1 1,300,9 2,815,6 Ush.ly 8,910
Oklahoma 69500 h9ho 9 1,%3.5 93109 1)7’4207 331-7 5, 265
Colorado 288,9 230.0 530.1 502.1 1,057.5 196.h 2,805
Oregon 192, 4 225,0 529, 8 583.1 1,228,L 201, 3 2,960

8elley Bill, H, R, 1, 85th Cong., 1lst Sess. (1957) as reported by the House Committee on

Education and Labor.

Ppetail does not necessarily add to total due to rounding,

Source: Computed by the mathor,

noe
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TABLE XXXIX

DISTRIBUTION BY STATES OF AMGUNTS OF NET DOLLAR BENEFITS RESULTING FROM THE COMMITTIE

DRAFT OF KELLEY BILL® BY SPENDING UNIT INCOME BRACKE'S, SEILECTED STATES, 1954
(Thousards of Dollars)

—pe

iy einaromm{
fro——=n=—tu e ———

b
Spendirg Unit Net Dollar Benefit from Edusational Aid

Income Bracket
Tennessee Oklshoma Nebraska Colorado Oregen Massachusetts Illinols New Jersey

0-2 1,936.1  958,6  508.L 343.5  222,3 649, 8 890.k 27,0
2-3 1,486.6 559.5  253.6 38k 174.8 190.1 233,5 804k
3=l 2,562.7 1,363,0  575.0 51h.3  509.8 886.3 1,140.6 52443
h-5 1,630.5 1,058.3  302.,8 h05.5  L5L.8 376.L 270, ). 96,0
5-10 2,783.1  1,353.3 267.7 263,0 269,14 -l_,386.h ~3,97.5 =2,637.5
Over 10 -1;159.2 ~1,301,). =939,0 =1,578,0 =1,292.,8 ~B8,065.6  -14,36L.8 =B8,254.6

8Kelley Bill, H, R. 1, 85th Cong,, 1lst Sess. (1957) as reported by the House Committee on
Education and Labor,

PNet dollar benefit from educational aid 1s the difference between the added tax burden required
to provide financial support to education and the added benefit derived from the expenditures,
Computations of taxes and benefite are based on $500 million, States have been ranked in ascending
order of per capita income,

Source: Computed by the author,

S0z
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TABLE XL

DISTRIBUTION BY STATES OF NET DOLLAR BENEFIT PER SPENDING UNIT INCOME BRACKEDS
RESUL'ING FROM THE COMMI'MYEE DRAFT OF KELLEY BILL,® SELECTED STATES, 195k

Spending Unit
Income Bracket
(Thousands of

Net Dollar Benefit from Educational AidP

Temmessee  Oklahoma Nebraskas Colorado Oregon Massachusetts Illinois New Jersey

Dollars)
0-2 $ 5.59 $ 3.2 $ 3.38 b 2.9 § 2.47 $ L.73 $ L.sh $ L.37
2-3 7.32 k.10 3.63 6.10 2.44 .70 .66 37
3-4 13.45 7.53 7432 6.18 5430 3.02 2418 Lo TT
L5 13.39 Te2lt 6.1h 5456 h.67 1.64 .61 «39
5«10 12,16 5473 2.89 1.99 153 - 3.56 - 3496 = h,sh
Over 10 ~3L.16 ~29.9L  -58,69 ~7h.15  -hh.h3 ~-1L7.92 -76433 -82.63

8Kelley Bill, He R. 1, 85th Cong., 1st Sess. (1957) as reported by the House Committee on
Educeation and Labor,

byet dollay benefit from educational sid per spending unit is the quotient of {he difference
between the added tax burden required to provide financial support to education and the added
benefit derived from the expenditures divided by the spending units per spending unit income bracket.
Computations of texes and benefits are based on $500 million. States have been renked in ascending
order of per capita income,

Source: Computed by the author,

0
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TABLE XLI

DISTRIBUTION OF NET PERCENTAGE BENEFIT® PER SPENDING UNIT RESULTING FROM COMMITTEE DRAFT
OF KELLEY BILLP BY SPENDING UNIT INCOME BRACKETS, SELECTED STATES, 195)

Spending Unit Net Percentage Benefit Per Sperxiing Unit

Income Bracket
{Thousands of

Dollars) Tennessee Oklahoma Nebraska Colorado Oregon Massachusetts Illinois New Jersay
0=~2 690 476 275 n7 225 ns 126 108
2-3 355 265 134 198 87 17 19 11
3-l 456 330 165 139 13% 58 bl 36
b5 301 212 92 9l 87 22 9 6
5-10 15 87 2l 17 15 - 25 - 31 - 35
Over 10 - 60 - 70 - 80 - 96 ~ 79 ~ 92 - 90 - 91

3Net. percentage benefit reyresents the net dollar benefit per spending unit expressed as a
percentage of the met dollar tax burden per spending unit. Minus figures indicate that the tax
burden exceeds the amount of aid so the net dollar loss is expressed as a percentage of the tax
burden,

bKelley Bill, H, R. 1, 85th Cong.,, lst Sess. (1957) as reported Ly the House Committee on
Education and Labor,

Source: Computed by the author,

Loz
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counterpart is the Clements bill. Tables LX and LXI present the data on
the Committee Draft of the Kelley bill.

A comparison of the Robertson and Humphrey-Ives bills reveals the
gresat similarity between the two programs. Differences in net benefit
from educational =2id show & maximum variation of only four cenmts. This
difference, which may well be meaningless, certainly is so small that
comparison can be reduced to that of a common Robertson and Humphrey-
Ives program and the Committee Draft of the Kelley bill.

When the comparison is reduced to this basis, the conclusion seems
clear that the Committee version of the Kelley bill is preferable to the
other matched flat grant proposa.}.s.l4 Some deviations from a pattern of
inverse variation of net 2id per spending units by income brackets and
per capits income ranking of states can be found. The greatest devia-
tions occur in the upper income brackets with minor deviations also
occurring in the two lowest income brackets. However, the number of
deviations occurring under the Kelley bill are comparatively at a mini-
mum, Furthermore, the extent of inverse variation as revesled by a com-
parison of the net percentage benefit (Table XXXVII and Pable XLI), is
greater under the Committee Draft of the Kelley bill than under the
other proposals, Finslly, since the appropriations assumed im this
analysis are smalllenough fhat the funds provided can be metched by each
test state, the Kelley bill suffers no defect of operating to deny some

aid to some staté.

14The great similarity between the Committee Drafi of the Kelley bill

and the unmatched grant proposal of the Morse-Clark bill is apparent
from 8 comparison of Table XXXVII and Table LX.



209

AL concluding reflection is in order: +the ertire program of match-
ing eppears anomalous in any situstion where current levels of state
expenditures provide rore than enough funds for matching federal sub-
ventior of the size proposed. In such a case no stimulatiorn cern be
Tortheomings It would, therefore, seem preferable to simplify the
adnministration of the grant by resorting to unmatched grantse.

As ir the analysis of unmatched flat grant proposals, the esnalysis
of metched flat grants must face methodological and rhilosophical probe-
lems. Resclution of such problems is neither definitive nor conclusive,
To the extent they are resolved, conclusions can be drzwrp within the
fiscal framework of this study. The Committee Draft of the Kelley bill
emerges a&s the preferable maiched flat grant proposal. However, the
present levels of state educetionel expenditures relative to the federal
grants that might be made terd to support the corclusion that flat
grants on an unmatched basis ere preferable to the meaningless matching

of such grants.
IEGISLATIVE PROPOSALS FOR FLAT GRANTS WITH EQUALIZED MATCHING

Legislative plans to provide financizl support for primary and
secopdary education also have frequently proposed varieble state-federal
ratios for matching allocated funds. Proposals of this type have been

relatively numerous; however, They have been remarkably similar in

nature.

DISTRIBUTION OF AID TO STATES FROM FILAT GRANTS WITH

- EQUALIZED MATCEING LEGISLATIVE PROPOSALS

The picneering proposal for a flat grent with equalized matching
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was the 1949 program of Senator Neeley and ten other senstors .1 Except
for the initial year of operatiorn an appropriation of $490 million per
fiscal year would have been authorized, This sum was to have been allo-
cated amorng the states on the familiar formula of state-to-national
school-age population ratios. is prcposal would have led to state
allocations similar to those of the Bailey unmatched flat grant propos-
a1*6 and to those of the Humphrey-Ives matched flat grant proposal.l?
The significant difference was the'provision that the federal matching
percentages were to vary from 40 per cent in the wealthiest states to

60 per cent in the poorest state,

The total state szllocations may be sssumed tc be those contained in
Tdble'XXXII &nd represernted Ty the Bailey bill, If this is assumed then
the questiéns arise as to0 what matching percentages would have been im-
pesed on each of the eight selected test states and whether these match-
ing requirements would have operated to deny funds to any state., In
computing the variable matching percentages, the average of the per cap-
ita incomes in the three previous years was to have been used., Since
computations here have adopted 1954 as the year for which comparisons
are made, the variable ratios were based on average per capita income
for 1951, 1952, and 1953. On this basis the smallest state matching per-

centage of 40 per cent would have been assigned tc Mississippi; the &0

155, 287, 81st Cong., lst Sess.

16gee Fable XXXII, Chapter IV, p. 162. The Bailey bill was assumed
to have been based on $500 million rather than $490 million appropria-
tions authorized in the Neeley bill., This difference has been consid-
ered relatively so small that recomputation of state allocations has not
been undertaken,

17See above, p. 162.
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per cent maximum matching requirement would have fallen %o Delaware .18
The matching percentages resulbting from the use of 1951-1953 average in-
comes lead to slightly different percentages than would have prevailed
using the 1946-1948 average incomes which weuld have been required for
the year in which the proposal was introduced.:® Bowever, the approxi-
mabe state matching percentages for 1954 would have been Massachusetis,
53; New Jersey, 57; Illincis, S7; Nebraska, 50; Tennessee, 44; Oklahoms,
46; Colorado, S51; and Oregon, 53,20 If current state expenditures on
primary and secondary educetion would have constituted a percentage of
federal funds allocated to the state equal to or greater than the com-
puted state matching percentage, then the state would clearly have been
able to secure its full sllotment under the act, Based on the 1954 state
expenditures for new buildings and additions %o buildings, each of The
selected states spent an amount well ir excess of that required to re-

ceive its full federal grant.21 Since no additional state effort to

18hese metching percentages are determined from average per capitsa
income of the states for 1951-1953 as preserted and used ir the 1955
House of Representatives hearings on proposals to aid education.
Federal Aid to States for School Construction, Hearings, U. S. House
Committee on Education and Labor, 84th Cong., lst Sess. (Washington
1955), Pt. I, p. 74 and alsc Pt. ITI, p. 850.

190me 1949 metching percentages were inserted in the 1549 Senate
hearings by Dr. Edgar Fuller. Federal Aid to Education, Hearings, U. S.
Senste Committee on Education and labor, 8lst Cong., 1lst S2ss.
(Washington, 1949), p. 136.

2OComputed from the three-year average per capite income as presented
in Federal Aid to States for School Conmstruction, Hearings, U, S, House
Committee on Education and Labor, B4th Cong., lst Sess, (ﬂashington,
1955), Pt. I, p. 74,

21Based on Schloss and Hobson, pp. 92-93, Table 34. As was indicated
above some estimation was reguired beceuse the detail with which state
expenditures for new buildings and additions is presented is not com-
pletely comparable for all states.
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match federal allocations would have been required, the variable match-
ing percentages would have been insufficient to stimulate states to in-
crease educaticual expenditures. Likewise, since in every case state
expenditures for new buildings and additions would have exceeded the
federal allocations, the variable matching percentages would not have
operated to make federal funds available to states that would ctherwise
have been unable to qualify for their full federal allotments on an
equal matching basls. It would appear that the complications intro-
duced by variable matching are not defensible unless the provisions
either stimulate state action or make possible state aid otherwise pre-
cluded by other matching arrangements.

The Humphrey bill of 194922 would have specifically authorized $500
million ver year &nd would have established state alloiments on the
staete-to-national school-age population ratio basis. Thus stete sllot-
ments would have been the same as those of the 1954 Bailey unmatched
flat grant proposal presented in Table XXXTII and would have been almost
identical with those of the Neeley bill jusf examined., Federal matching
percentages, not to have exceeded 75 per cent nor to have fallen below
33 1/3 per cent, were to have borme the same ratio to SO per cenmt as the
stale three-year average amnnual per capita income bore to the national
three-year average annual per capita income.

As this proposal would have operated, the state matching percent-
ages required of the eight selected test states would have been Massa-

chusetts, 54; New Jersey, 60; Illinois, 61; Nebraska, 47; Tennessee, 34;

223, 1670, 8lst Cong., lst Sess.
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Oklahoma, 39; Colorado, 49; and Oregon, 51,23 The conclusion drawn from
the consideration of the Neeley bill appears to follow here, The least
wealthy states, Tennessee and Oklahoma, which emerge with the low state
matching percentages have been making current expenditures for construc-
tion of educational facilities that make the lower matching percentages
unnecessary for them to secure their full federal allotment. Therefore,
states would not have been stimulated to greater fiscal effort to con-
struct classrooms and facilities. Furthermore, the wealthier states,

inois and New Jersey, were expending funds for school conmstruction at
a level high enough so that the higher state matching percentages would
not have cperated to deny federal funds to them,24 Operationally, Then,
the Humphrey proposal would appear to have introduced complications in
administration without providing offsetting advantages.

Legislative proposals similar to the Humphrey and Neeley bills dis-
cussed above were frequent. One of these proposals, S. 2317,2° also in-
troduced by Senator Humphrey, was like the original 1949 Humphrey pro-
posal (S. 1670) except that a variable matching plan basically the same
as that of the Keeley bill was incorporated. This second Bumphrey bill
which passed the Senmate on October 17, 134S would have operated fiscally
substantially as would the Neeley and the first Humphrey bill. Neither

stimlation nor deprivation of funds would have occurred despite the

2500mputations are based on income data presented in Federal Aid to
States for School Construction, Hearings, U. S. House Commitiee on
Education and Labor, 84th Cong., lst Sess. (Washington, 1955), Pt. I,
P 14, .

24gchloss and Hobson, pp. 92-93, Table XXXIV,

25g15t, Cong., lst Sess, (1949). This was introduced by Senator
Humphrey for the Committee on labor and Public Welfare.
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complications introduced into the matching formnlae. Senator Ericker's
1949 proposa126 would heve allocated funds to the states on the basis of
the gtate need which was t0 have been determined by the United States
Commissioner of Education; federal matching percentages would have fall-
en between 40 and 90 per cent. This proposal, however, cannot be tested
since the Commissioner of Education never determined the needs of the
several states,2’

The 1955 Eisenhower program for aid to education was contained in
a bill introduced by Senmator Smith and others,28 In Title III of this
omnibus proposal $200 million was suthorized for aid in school construce
tion., State allotments were to have bteen based on the state-to-national
school-age population ratio basis. The stabe matching percentages were
to have varied between 40 to 60 per cent; they were to have been deter-
mined on the basis of the same formula as that contained in the first
Humphrey bill. State matching percentages would thus have been: Massa-
chusetts, 54; New Jersey, 60; Illinois, 60; Nebraska, 47; Tennessee, 40;
Oklahoma, 40; Colorado, 49; and Oregon, 51.29 Again the £iscal opera-

tion of this bill would have been like that of the Humphrey bills and

26g, 1699, 8l1st Cong., 1lst Sess.

X 7 appears possible that the range of maiching percentages might
have operated scmewhat differently than the percentages which would have
resulted from the application of either the Humpbrey bills or the Neeley
bill.

285, 968, 84th Cong., lst Sess.

zchmptrta.tions are based on income data presemted in Federal Aid to
States for School Construction, Hearings, U. S, House Committee on Edu-
cation and Iabor, atth Cong., ist Sess. (washington, 1955), Pt. I, p. T4.
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the Neeley proposal.30

One final observation about variable matching plans seems called
for, The analysis undertaken here for the eight selected test states
has been predicated on a $500 million authorized appropriation. On this
basis none of the proposals under consideration would necessarily have
operated either to have stimulated state efforts toward school construc-
tion or to have denied federal funds to states., Furthermore, none of
the actuval proposals would have authorized more than $500 million; some
would have authorized less. However, if the smount of federal authori-
zations were increased, state allotments would alsc increase and eventu-
ally & point might be resched where denial of funds would result unless
state effort were intensified.>l Finelly, the flat graot with varizble
matching proposals examined here are all basically alike in their ef-
fects in redressing the fiscal inequities arising from the federal sys-
tem, If an authorized appropriation of $500 million is utilized as a
basis for analysis, then the net benefit per spending unit by spending
unit brackets will be the same as that forthcoming under tbé Bailey un-

matched f£lat grant proposal. This similarity is grounded in the ability

SOState allocations are not computed separately for the separate
spending units in the several states. In each case they would have been
approximately two-fifths of the allocations under the Bailey unmetched
flat grant proposal of 1954 which are presented in Table XXXII, Chapter
Iv, p. 163.

Slthis point of intensified state effort would correspond to the total

aunthorized appropriation which when multiplied by the allotment ratio

and then multiplied by the variable matching ratio would total the cur-
rent state expenditure level. Or, if Py represents the school-age pop-
ulation of State A, Pn represents the national schocl-age population,

Ry represents the state matching percentage for State A, Cq represents
current school expenditures for State A, E represents the total appro-
priation authorized, then the point of intensified effort would be that
point at which (Pp/Ps . E) (Ra) 2 Gg.
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of the several states to match federal funds without increasing expendi-
tures for school construction above the level that would otherwise exilst.
A decision as to which of the variable matching proposals is preferable
is, therefore, a somewhat pedantic exercise. A criterion of relative
simplicity might indicate that matching within narrow limits of 40 %o

60 per cent might be prefersble and therefore the Neeley, the Smith, and
the second Humphrey bills all seem equally acceptable. This same cri-
terion, however, also suggests that unmatched flat grants are preferable
to all the varisble matching proposals, for such unmstched flat grants
are a simpler technique for attairning an equal smount of fiscal adjust-

ment in the federal system.
MATCHED EQUALIZATION GRANT LEGISILATIVE PROPOSALS

Proposzls to extend educational aid to the states by matched equal-
ization grants first received serious consideration in 1953 but in the
following five years they represent the major ftype of ald plan advanced,
These proposals can be subjected to the fiscal analysis elready under-
taken for other types of aid programs; they can then be evaluated by

the same criteria.

DISTRIBUTION OF AID TO STATES FROM MATCHED

EQUALIZATION GRANT PROPOSALS

In 1953 Representative Frelinghuysen advanced & programoé for

matchéd equalization grants to aid in counstructing needed elementary and

32y, R. 9841, 83d Cong., 1lst Sess.
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secondary school facilities. The authorized appropriation was $250 mil-
lion. The state allobtments were to have been computed by a relatively
complicated formula. Under the proposed act, a "federal percentage”

was first computed for each state and then the state school-age popula-
tions were $0 be weighted by the resulting federal percentages squared.
The "federal percentages"” were limited to the range defined by limits of
33 1/3 per cent and 75 per cent. The federal percensage for each state
was to have been 100 per cent less the percentage which bore the same
ratio €o S0 per cent as the state per capita income bore to the nationzl
per capite income. State allotments were to have been based on weighted
state to weighted national school-age populations subject to the provi-

sion that no state would receive &n allotment of less than $100,000.

>
(&)

Federal matching percentages were not to have exceeded the lesser of

per cent of the cost or $500 per school-age child to be accommodated i

i
=]

any facility. A later introduction by Representative Frelinghuysen33
provided that no state would have been entitled to an allotment of more
than 5 per cent of the total authorized appropriation.

This second Frelinghuysen bill, however, was substantially like a
more important and more widely-known Senate bill introduced by Senator

Hill and twenty-nine co-sponsors.34

The similarities were so grest that
in testimony before the Senate Committee on Labor and Public Welfere,

Representative Frelinghuysen observed:

+.+.0n the opening day of this session I inbroduced H. R. 764 which

358, R. 764, 84th Cong., 1st Sess. (1955).

545, 5, 84th Cong., 1st Sess. (1955).
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is roughly & companion bill to S, 5 (which you are also consider-
ing), except for the fact that the authorization in H, R, 764 is
$250 million for each year of the 2-year period, while the figure
is $500 million in S, 5. H. R. 764 is an emergency bill and the
basic provisions_of the bill, except for authorization, are the
same as in S, 5.

Attention, therefore, will be directed to the Hill bill, S. 5, rather
thar ¥c either of the first two Frelinghuysen bills. Two further obser-
vations seem in order: <first, some minor differences between the Hill
bill and the Frelinghuysen bills did existS® and second, the preponder-
ance of legislative attention to the Hill bill certainly justifies em-
vhasis on that proposal.

The Hill bill contained several provisos of importance., First,
each state would have been assured & minimum allotment of $200,000.37
Second, & federal percentage was to be computed for each state. This
percentage, which could not exceed 70 per cent nor fall below 4C per
cent, was to be 100 per cent less the percentage which bore the same ratio
to 45 per cent (rather than the S0 per cent of the Frelinghuysen bill)
that the three~year average of state per capita income bore to the three-
year average of national per capita income. ZFach state allotment was

then to be the ratio that the product of the squared federal percentage

35Emergency Federal Aid for School Construction, Hearings, 84th Cong.,
1st Sess, (Washington, 1955}, p. 148.

3GFor example, the Frelinghuysen bill provided & 40 per cent limita-
tion on the federal share in the construction of any facility; the Hill
bill allowed the federal percentage to rise as high as 66 2/3 per cent,

57tnis proviso would, in fact, have been meaningless., No state’s
allotment would have fallen below $300,000. Federal Aid to States for
School Construction, Hearings, U. S. House Committee on Education and
Labor, B4th Cong., lst Sess. (Washington, 1955), Pt. I, p. 74.
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and the state school-age population bore to the sum of such products for
all the states.

When this plan was applied to the eight selected test states, the
resulting state allocations ranged from approximately $17,836,000 to
Tennessee to0 approximately $4,326,000 to Colorado. The allocations for
the eight test states, both in total and by spending unit income brack-
ets, are presented in Table XLII. The state matching percentages were
to be the percentages ﬁhich boré the same ratio to 50 per cent as the
state's three-year average per capita income bore to the corresponding
pational income. For the eight states the matching percentages, limited
to a 33 1/3-66 2/3 percentage range, would have been Massachusetts, 53;
New Jersey, 60; Illinois, 61; Nebraska, 47; Tennessee, 34; Oklahoma, 38;
Colorado, 49; and Oregon, 51.38 The net dollar benefit from educational
aid resulting from the applicaxioh of the Hill bill is presented by
spending unit income brackets in Table XLIII; the net dollar benefit is
presented on a per spending unit basis by spending unit income brackets
in Table XLIV. Table XLV presents the net percentage benefit per spend-
ing unit.

It should be noted that the Hill bill would have made allotments to
the least wealthy states slightly greater than would have been forth-
coming under the Bailey bill. Slightly smaller allotments would have

gone to the wealthier states. Bubt no test state would have been

58Compu.tations based on income data presented in Federal Aid to the
States for School Construction, Hearings, U. S. House Committee on
Education and Labor, 84th Cong., lst Sess. (Washingion, 1955), Pt. I,
P. 74. These percentages are identical with those of the Smith bill's
flst grant variable matching percentages except for the Smith bill's
range limitation of 40 to 60 per cent.
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TABIZ ILII

DISTHIBUTION BY STATES OF ASOUNTS O AID ALLOCATED BY VATCHED GRANT LEOISLATIVE
PROPOSALS, BY SPENDIND UNIT INCOMX BRACKETS, SEIEGTED STATES, 194°
(Thouamds of Donnms

Spording Uolt Mlocations by Legisiative Proposal
Inome Bracked

Coupor. 3, 25\"‘1' HL.U.; 8. 59 Clecemte, S, lh Srith, 3, 305| Yeconmn, He R
1953 1955

1955 19% 3986, 1857
Mamsachusst ie
[ 81,2324 $ 2,101 $ U8 $ 5616 $ 698,53
2-3 1,n6.2 1,270.9 1,219.h 5731 T46.0
34 2,50, 8 2,380.1 2,283,5 1,073.3 1,397.1
-5 2,093.9 2,022.0 1,97.9 911.8 1,186.8
510 b, 19,9 3,991.7 3,835.k 1,802.7 2,316.6
O7ar 10 717.9 623,2 6511 312.6 k05,9
Total 11,965,0 11,5%.0 11,085.0 5,210.0 6,762,0
Haw Jaroey
0-2 820.2 681.6 853,17 L60.6 Loo. 7
2-3 2.6 700.3 ar7.1 173.2 b7
34 1,598.5 1,662,6 2,070.0 1,115.9 971,86
U-5 1,808.0 1,503.3 1,882.9 1,015.% 883.7
5-10 k,032.2 h,098.9 S,13.1 2,770.1 2,407,7
Over 10 8he.6 700.3 §77.1 h7).2 L13,7
Total 11,235.0 9,337.0 11,695.0 6,310.0 5,u82.0
Tllinols
0-2 1,831.5 1,217.7 1,27 798.9 836.6
2-3 1,352k 1, Uh.9 1,824 71%.9 67,6
3k 3,560.,) 2,070,1 3,596.3 1,857.1 1,994
h-s 32l 2,70h.7 3,26.7 1,651.1 1,813,k
5-10 B,"712.6 75151.6 8,635.1 71,6 b, 70,9
Over 10 1,611.1 1,300 1,622.8 8ok 901,13
Total 19,8%.0 16,5930 20,035.0 1¢,175.0 11,175.0
Rehrnaka
02 670.h 698.6 683.2 .6 uST.0
2-3 Lho.9 LB b69,7 WY 11h.2
3% 892, % 1.0 909, & L6S.. 608, 3
=5 511.7 631.h 6234 319.n u11.0
1o 1,320.2 1,36k.0 1,526 692.6 0%, b
Over 10 22%.) 2368 230.6 118.0 1.2
Totat l,12%0.0 by %6.0 k,210,0 2,185,0 2,856,0
Tenneosoe
2 2,720,8 2,657.6 2,162.7 912.6 1,51%L5
?2-3 1,907.8 2,7R3.0 1,857.9 7810 1,298.4
-h 3,1%.0 y7L5.6 ), 040.2 1,280,2 2,1%.2
h-3 2,176.1 2,600.1 2,119.2 83h.? 1,400
£-10 k,710,0 5y0¥.2 L, S66.7 1,035.5 3,205,
Cver 10 760,2 2,6 7l 3 ur.h $17.,1
Tatal 1%,905.0 17,8%,0 1,515.0 6,125.0 10,3h.0
Oklahrea
-2 1,239.5 1,316 1,02,9 7814 °L7
2e3 882.7 99,6 1,016.1 %%.5 61,8
30 1,806.8 2,083.6 2,103.5 1,195,8 1,211.6
=% 1,662,0 1,876.8 1,910 1,0%7.8 1,061.6
510 3,100.1 J.h1Y 3,%78.1 1,958, % 1,905.3
Cvrer 19 $91.6 &h9.8 681.0 7.0 77,0
Total 9, 300.0 10,150 10,019.0 $,920.0 5,998.0
Colerndn
[ Lk8.6 uhz,6 5.6 23,3
2-2 7.1 W47 358.8 186.6 s
2, g23.1 1.6 A, L30.0 54,7
i 779.5 7754 762.1 ugi.2 30,6
%10 1,6h1.8 1,609 1,549.4 857.7 1,13bY
Over 10 3. 8 2.8 o) 159.2 *ai0.6
Total b4, 355.0 B,126,0 iy 175.0 2,215.0 3,009.0
Crogen
o2 22,8 285.8 ).k 192.7 201.5
2-3 BB 335.4 389.2 22%.1 235.5
1 800l 789.9 236, 3 X.7 .7
-5 887.5 859,11 1,010.6 3.9 610,5
S-1g 1,880 1,811.% 2,17%,0 1,230.% 1,204,3
tver 10 e, 3 3on.1 38,0 20L.6 "310.7
Totnl b,£05.0 b,bLi30 5,1%.0 2,97 .
’ s VP70 < 3,099.0

TPetail doen md necessarily add to total dus to uriing.

Scurcas  Computed by the muthor, M



TAPLE XLIIZ

DISTRIBUTION BY STAT.S OF NET DOJIAR RENEFIT FER SPENDING UNTI INCOYE BRACKET RESULTING FROM
MATCHED FLAT GRANT LENTSIATIVE PROPIDALS, SELECTED STATES, 192

(Thmisards of Dollars)

Sparding Unit
Incoma Oracket

Net Dollar Benofit Crom Educatioral Aigh

Coopmr, 8, 2601, Hill, 9. S, Clements, 3. U, Smith, 3. 290%, 3McComnell, H. R,
1953 1935 1955 19% 1965, 1957
Lasanchungtte
0-2 649 627 579 no 13
-3 213 1%, 11h k3 i
34 25 8l 7hs 608 513
h-5 u1n 38 256 ko i
5-10 -1, %0 ~1,062 -1,625 -1,A55 -1,Bl6
Over 10 -8,05Y -B,187 -3,107 -8,147 -8,1L5
Now Jeraay
0-2 L2k 2%6 58 575 caL
2-3 78 - &5 12 181 - 13l
3 ©18 182 599 143 28
e 20 - 215 pEIN 13 -
5-10 -2,A% ~4L,577 <2,z «2,0% -3, A58
Ovar 10 -0,7 -8,ho0 -9,223 -A,15R ~8, 505
1! ineta
0-2 827 573 83 &a3 14
23 176 - 3 106 e th
34 092 uo2 1,013 1,06 L9
h-5 133 - h02 158 27% - 314
S-1n =ly 32 =5,70h% 262 -3,9%3 ~5,51)
Cear 10 =Mh,h3? ~1h,698 <1k, %0 -1h, %2 ~U,655
Habranin
n-2 HEN a1k LR S8 512
2-3 2 et 207 2 - 359
3-h Sl 582 552 sy 569
L5 28 7 29) Jok R
5-10 222 278 2L M 288
Ovar 10 - o7 - >3 - gh? - e - 9%
Tennoasce
0-2 1,90 M 1,882 1,545 2,0L7
2-3 1,hen 1,86% 1,540 1,L08 1,882
3 2,%R 3180 2,485 2,010 2,719
li-5 1,5% 2,002 1,577 1,2l% 1,71
510 2,791 kNS F 1,438 1,753 3,017
(rny 10 ~1,158 -1,008 -1,178 =1,243 -1,12%
Ckintomn
0-2 1,00 1,160 1,228 1,351 1,M7
2:11 6% T 70¢ 85 bl
3-4 1,h84 1,571 1,17 1,079 3,53
=5 1,k 1,00 1,48 1,504 1n
5-10 1,%51 1,807 2,00 2013 1,%0n
Ovar 10 -1,32% ~3,%5% -1,23 -1,15% -1,333
Colre ¥in
0-2 no 7 naz 3 333
2-3 B3] 151 18¢€ 179 1pA
- 52 it s 12 508
-5 Lk U:1 ki 311 1%
€10 1ig 18 U] 1 e 24
Cvar 10 1,101 =1,403 =1,0n0 1,588 -1,%82
Oraron
O=2 384 i 2% < 1L
23 1t | Y] 1R9 2un 147
-4 L e el 5hh ke
e 5 W7 182 6 L18
na10 £8 ue M 419 199
var 10 =), 17t -1,112 -1,39n -1, -1,

Matall dess nnt necomenr  iF add 2 tatal e Lo seandlne,

bNeL dollar benefit from aducationd ald 1n thw A Iferencs hatwaan the addad tax birdan rajuired to

pravide finnncial mirport o aducation ad the addad hom it derivaed from tha oxrerditures,

hers are bnaad ~n a4 total exrentitura off $600 millinn,

Sonrces Computed by tha mather,

Cemmitntiomn
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NZT DOLLAR BENEFIT FROM EDMICATIONAL AJD PER SPANDIN] UNIT RESULTING FROM MATGHED GRANT LEDISLAT IVE
PROPCSALS BY SPENDING URIT INCOME BRACKET3, SELECTED STATE3I, 195k

iﬁiﬁ:"giﬂi&t Mot Doller Aomofit rom Fduwntlonal Ald por Spemding Umit®
(Thousmdy of Conyary 3. 2601 W11, 8, 5 Clarents, 9, L, Smith, S. 2905, MeConmalli, H. R,
Dollars)} o ﬂr{f’}{” ! 1555 F 195% ! "15% 3586, 1957
0-2
Tennansaa §  s.60 & 487 5§ ol ¢ Lo 3 s.a
Oklahoma 3.h0 1L80 k.02 L. k6 3,33
Nehraska 3.22 ER' 3.31 3.42 3.L5
Colorado 2.62 2.63 :.27 i-gg 22.931.0‘
Crogon 2.1 2.09 .60 o »
Massachusotts 1.78 1.67 1.3 1.36 L3
Illinois 1.3 .99 1.k% 1.55 105
Now Joraoy 1.% .95 LbL7 1.68 o7
2-3
Tannsagos 7.2 9,19 7.09 6.5k 7.79
Oklahoma b, b9 5.08 g.ho £.78 . 38
Nobrasks 3kl 3.68 354 3,70 3.1h
Colorado 2.5% 2.% 2.62 2.8 2.9
Oragon 1.97 .87 2.6k 3.ke 2. 2%
Maasnchunntts .81 .61 A2 .15 W16
I1linois 250 - .15 53 67 .
Now Jerane 30 - LW .51 .83 - W60
3
Tennaagoo 13.h7 16.71 13.0: 10.55 1h. 27
Oklnhoma 8.19 9.23 9.8 1c.93 B.2
Nobraska 6.93 7.1 7.26 7.3 7,50
Colorado Sl 5,37 S ko . .07
Oregnn L. b.31 S.6h 7.13 L.g8
Massachusatts 3,15 2.87 2.5h 2,07 2,07
I11linols 1.89 11 1.9 2.19 .
New Jersoy 1.75 .61 2,02 2.58 .08
hes
Tennassna 13.k2 16.73 12.95 10.23 1. 2B
Cldahema 7.9 9.00 9.68 10.33 7.78
Nebraska S.72 6.23 S. oL 5.25 5,33
Color rdo .76 L, 58 L. 80 5.23 S.h3
Ororon .78 3.58 5,09 6.67 ho 2
Mansnchugetta .78 Lh7 1,11 61 W63
I11dinois 3L - .9 ) .62 - .71
Now Jorsey . - .87 66 1,27 - L8
53¢
Tenrenaen 12.19 16.2h 16,02 8.53 1318
Oklnhoma 6.7 7.85 B,%6 10.00 6.35
Nebraska 2,0 3.00 2,68 i .12
Colorado 1.0% 97 1.0 1,61 185
Orepon .50 .28 1.97 3.85 1..13
Masoachusotts - Aw 3.7 - .17 - k.76 - h,7h
T1linais - 3 - 573 - b.?5 - 3.9 ~ S.50
Now Jorsey - L5 - 6.0 - k.2 - 3,52 - 6,68
Over 10
Tonnesace - 31.13 - 7.0 - 31,67 - 0,7 - 033
Cklahoma - 79.08 - 27.80 -27.12 - 25.6% - 29,30
Nebragka - 55,19 - %B.% - 58.88 - 58,9 - $8.50
Colorada ~ 65,08 - 65,16 ~ 65.04 - 8,55 - 6L, 31
Oragon ~ LS.l - 45,67 - I3.9¢9 - 42,13 - k.85
Massachuretts ~117.7% ~11E.25 -118.52 -119.21 -119.08
Ill3nois -~ 76.68 - 78,10 - 76.62 - 76.31 - 77.87
New Jersey - 82,65 « 8h.08 -~ 8.3 - B1.65 - 8. 7h

st dollar benelit from educatlonal sid per wrendlng unit is W quetlent of the difference between
the sdded tax burdon required to previde finarmia) suprort to education and the added bepefita derived

from tho @xrenditures divided by tho spardirng units per sperding unit income breoiet,

taxcs and tenofita am braed on $S00 millien,

tates have been ranked in ascerding order of per crpita incore,

Seureet

Cemputad by the amthor.

Cozputat fona of
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DISTRIAUTION OF WET FERCENTAGE DENEFIT® PER SPENDING UNIT RESULTING FROM MATCHED GRANT LEOISIATIVE
PROPOSALS, BY SFENDING UNIT INCOME BRACKETS, SEZLECTED STATES, 1954

Spanding ‘Jn&t Income

Brackoet

Not Percontnre Bonefit Per 3pearding Unit

(Thousands of Dollars) Cooper, 3, 2601, Hin, 9, 5, Clemanty, S. L, Smith, S. 2905, McConnoll, H. R,
1953 1955 1955 1956 29686, 1957
02
Tennassce 691 88 672 £33 730
Oklahoma S15 576 60% 676 505
Nobraska 262 217 269 27¢ 280
Colerado 224 221 22k 238 2kh
Oregon 195 150 23 28% 213
Mazsachusetis 119 m 103 91 5
Iinois 117 8L 119 127 8r
Ren Jarooy 107 75 s 132 b
2-3
Tennossos 356 khs 3Lh n 176
Oklahomn 290 28 38 347 283
Nsbraska 107 us ni 116 117
Colorado 8L B3 as 92 %6
Crepan ) 70 67 oh 12 80
Mrssachuaatto 20 15 10 k h
I1linols 15 -4 16 20 3
Now Jorsay 10 -9 13 2s - 17
3-h
Tonneases L5t 66 kh2 358 Lok
Oklahoma 359 Los L2 L7% 352
Nnbragkn 1% 167 162 147 %9
Colorad~ 12 120 123 132 né
Crapmon 118 11 s 183 128
Maseachunatla 60 55 u§ 39 ko
T1linoin 32 15 ] us 19
Now Jeroey 35 12 h1 52 2
L-5
Tonmng oo 302 e 291 230 321
Okinhomn 23 265 28l 321 228
Nnhrasin Rs 93 89 93 s
Golorado 5 én 81 38 9l
Crapon 70 %) ol 12 3]
Maxszachusetba 2k 20 15 3 80
Dlinois L - 13 5 9 - 10
Yem Joraay S - 1) 9 16 - 21
5-10
Tanngnaos 1h5 119h 191 112 147
QOklahomn 100 neg 10 142 ]
Nabraska 20 25 22 25 26
Colorado 9 9 10 1b 16
Orogon S 3 17 33 n
snraachusable -2 - 27 » - 3h -
1linols - - h3 -3 -3 -3
Now Jorseoy - 35 - hé - 32 -27 ~ 51
Ovnr 10
Tenneasao - 60 - 53 - %1 - 57 -
Oklrhomn ~ &8 - 65 - 53 - 60 - 68
Hebraaka ~ 81 - 80 - B0 - B0 - 8
Colorado - & - 8 - 8L - m -1
Orogzen - Bl - 81 - RO - -
Massachnaatta -9 - 92 - 92 - 2} - 73
Illinots - 90 - - o0 -9 -9
New Jarsay - %1 - 92 - -9 - %3

ANot porcentage dbsmfit represents tho met
the nat dollar tax turden per spandire unit.
of nid 8o tho not dollar loss in mxpressed ns A perecntige of the

from Tablo XXV; net dollar tax tarden data are fruz Taxle XXXVI.

bSt.at.os ranked in agcerding ordsr of per captitn income,

Sources Computad by the mithor,

tax tardan,

dollrr bene it por -~irding unit expreaiad na a peroamtace of
Hinuy figurea 1ndlcat: that the tot birdm =xaondy the savunt
Het dollar bomefit 4ata are
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prevented from securing its full allotment simply on the hasis of cur-
rent level of expenditures. However, had equal federali-state matching
been adopbed, it would have operated to deny some federal funds to
Pennessee unless additional fiscal effort had been exerted by that
state.5? oOnce again the question of the wisdom of adopting complicated
formulae for providing aid when the aid will be secured without addi-
tional effort, arises; the use of relatively complicated but ineffective
matching proposals seems of dubious merit.

Senator Cooper’'s bill of 195340 would have provided a variation on
the theme of the Hill and Frelinghuysen proposals, Half of the author-
ized appropriation would have been distributed on exactly the same basis
as the Hill bill would have used; the other one-half would have utilized
unsquared federal percentages in weighting state school populations and
in determining allotment ratios. HMaximum federzl percenteges of 75 per
cent would have been allowed. The federal matching maximum of the
lesser 40 per cent per facility or $500 per pupil to be accommodated was
adopted from the 1953 Frelinghuysen bill. Also incorporated from the
first Frelinghuysen proposal were a limitation on state allotments of 5
per cent of total authorized appropriations and & minimum of $100,000
per state.

Allotments from the application of the Cooper bill are presented in
Table XLII. These computations are not strictly comparable with those

of the Hill bill. Computations undertaken during the legislative

59gelevant Tennessee expenditures on primary and secondary construc-
tion approximated $15,786,000 for 1954; its allotment would have totaled
$17,836,000, See above, p, 199, and Table XLII.

405, 2601, 83d Cong., 1lst Sess.
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hearings utilized income data covering a period of 1850-1952. Two cop-
siderations operated tc suggest that detailed computation to secure
absolutely comparable data was probably not justified. First of ali,
the relative state allotments seem to be insignificantly affected, 4l
Second, Sepator Lister Hill, in inftroducing S. S5 on January 6, 1955,
indicated that S. 2601 and S. 5 were very similar in structure.%?

The same basic patitern of aid is found in both the Hill and the
Cooper bills. The somewhat higher aid accruing to the poorer states
uwnder the Hill bill reflects the added advantage given to poorer states
by the squaring of the federal percentages in determining state allot-
ments. The squaring, employed in the Hill bill for allocstion of all
funds, would have been adopted to determine allocatiorn of only half the
funds authorized in the Cooper bill. The net benefit of the educational
8id which would have been extended by the Cooper bill is presented in
Tables XLIIX, XLIV, and XLV.

‘ The requirement that each state would have had to provide 60 per
cemt or more of the funds for each approved project would have raised
questions not presented by other proposals thus far analyzed, Most of
the test states would have been able to secure their full allotments by
the state and local expenditures actually made in 1954 bul in two cases,

Tennessee and Nebraska, 1954 expenditures would have been inadequate to

4lor, the tabie in Construction of School Facilities, Hearings, U, S.
Senate Committee orn Labor and Public Welfare, 834 Cong., 24 Sess.
(Washington, 1954), p. 107 and the {able in Federal Aid %o the States
for School Construction, Hearings, U. S. House Committee on Education
and Labor, 84th Cong., lst Sess. (Washingtom, 1955), Pt. I, p. 74.

420ongressional Record, 84th Cong., lst Sess,, Vol, 101, Pt. 1.
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qualify for the full federsal allotment .3 This renders concrete the
heretofore theoretical issue of tThe stimulative effects of federal
grants on state fiscal affairs. Put simply, the question is whether or
not states should be indirectly coerced to expend more funds or to ex-
pend funds in a different way than they would choose to do in the ab-
sence of federal finmancial pressure, Not only are the somewhat abstract
problems of the legitimate extent and values of local autonomy raised
but the guestion of a reasonsble minimum of state fiscal effort in a fed-
eral system is alsc raised.

On the basis of the 1354 current expenditures for public educaticn
from state and local sources as a percentage of income paywments, both
Nebraska and Tennessee exceeded the national aversge of Z,Z9 per cent 44
Tennessee's expenditures were 2.43 per cent; Nebraska's were 2,71 per
cent 45 Tous, if this measure of effort is accepted, then additional
effort would have imposed an added burden on already relatively over-
burdened states. However, on the basis of tax effort measured as the
percentages of state per capita income teken by state and local tzxation

& somewhat different picture emerges.4® The netional mean state ard

435ee above, p. 199 for 1954 state expenditures for capital additions
in the form of school construction. A 40 per cent federal matching re-
quirement would require each state $o expend one and cone-half times the
allotment to qualify for the full allotment without additional fiscal
effort.

44Testimony of Dr. Barl J. McGrath in Federal Aid %o States for
School Conmstruction, Hearings, U. S. House Subcommittee of the Commit-
tee on Education and Labor, 85th Cong., 1st Sess. (Washington, 1957),
Pt. I, p. 188, Table 26,

4S1pid.

4GBurea.u of Census data on state govermment finances sre readily avail-
able on a comparable basis dbut local government data are not equally
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local tax burden as a percentage of state per capiba income was ToS4 per
cent yet both Tennessee and Nebraska fell below this level of tax
effort.hT

The epparent conclusion would seem to be that despite the lower
than national average per capita income of Tennessee and Nebraska, fur-
ther tax effort by these states should be reguired before the equity of
the Cooper plan is denied.k8 In short, if the conditional grent is the
Tform of aid to be adopted, then the reasonableness of the gran® progranm
would seem best tied to objective economic Tacts. On the basis of the
most logically eppearing objective standards, the operation of the

Cooper bill appears reasonable.

available., Therefore, the 1952-1953 data on state and local government
finance were used in computing the statistics presented here,

l'*751'.“nese computations are taken from a study prepared for the U, S.
Senate Committee on Labor and Public Welfare by the Legisletive Refer-
ence Service of the Library of Congress., Federal Aid for School Con-
struction, 84th Cong., lst Sess. Report prepared by Charles A,
Quattlebaum, (Washington, 1955), p. 87

kBOther economic factors might e suggested as relevant te the deter-
mination of the equity of operestion of aid plans. The factors suggested
in the Legislative Reference Service report have been used here. See
Federal Aid for School Construction, loc. cit. Average value of public-
school property per pupil enrolled might be considered a relevant meas-
ure of educational effort in which case, on g 1951L-1952 basis, the
United States mean was $525, Nebraskas $579, and Tennessee, $148, Testi-
mony ©f Dr. Earl McGrath, Federal Aid to States for School Consiruction,
Hearings, Us. S. Subcommittee of the Committee on Education and Labor,
85th Cong., lst Sess. (Washington, 1957), Pt. I, p. 187, Table 25. Or,
the trend of state general expenditures for education might be defended
as a measure of effort. Then while the mean national change from 1953
to 1954 in these expenditures incressed by 6.3 per cent, the Tennessee
expenditures rose by ll.7 per cent, and the Nebraska expenditures fell
by 3.0 per cent. U. S. Department of Commerce, Bureau of the Census,
Compendium of State Government Finances in 1954 (Washington, 1955),
Pp. 53-54, Table 39. The question of what constitutes a valid meesure
of reasonable effort is complex and not capable of resolution on purely

objective bases. The arbitrary resolution adopted above however, seems
defensible, if imperfect.
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The Clements bill of 1955,%9 authorizing a $500 million appropria-
tion contained an allotment formula even more complicated than that of
the Cooper bill, The state allotments would have been the sum of two
sllccetions made from an equal division of the total appropriation.

Half of the authorized appropriation was to be allocated on state-to-
national) “"effort" ratios. These effort ratios represented a weighting
of school-age populations by the quotient secured by dividing school
expenditures {rom state ard local sources by total state income payments.
Phe other half of the appropristions authorized was to be allocated on
state-to-national "need" ratiocs. These ratios again represented a
weighting of state school-age popuiation by the quotient secured by di-
viding the national average per capita income by the state average per
capita income. The resulting total state allocations resulting from the
Clements bill are presented in Table XLiI; net benefits resuliing are
presented in Tables XLIII, XLIV, and XLV.5C

State matching pefééntagés under the bill were to fall bebtween
33 1/3 and 66 2/3 per cent of the cost of any school facility. However
a matching percentage was not formulated for each state. Instead the
act provided that each state plan, subject to approval by the U. S. Com-

missioner of Education, should:

49g, 4, 84th Cong., 1lst Sess.

30statistical limitations have necessitated the use of the computa-
tions prepared by proponents of the bill and presented in the legisla-
tive hearings. Specifically, the state and local expenditures for
schools include current expenditures only, not the more exact current
and capital expenditures. It may be hazarded that Representative wWatts
was substantially correct ic cobserving, at the time he presented the
available data, that these figures were quite usable. Hmergency Federal
Aid for School Construction, Hearings, U. S. Sepate Committee on Iabor
and Public Welfare, 84th Cong., lst Sess, (Washington, 1355), pp. 44-45.
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...establish standards for determination of the Federal share of
the cost of a school facilities project, approved by the state
educational agency, which shall provide equitably (and to the
extent practicable on the basis of objective criteria) for veria-
tions between projects or classes or projects on the basis of the
economlic status of the areas, relative need as between areas for
additional school facilities, and other relevant factors...Sl
The result of this provision would have been to accord states greater
autonomy than most sid proposals would have allowed. EHowever, a deter-
minstion of the relative ability of all siates to secure their allotted
funds without material change in their fiscal structures is also
precluded.

Senator Smith, in 1956, proposed a billSZsimilar to a portion of
the Clements plan. Under this Smith bill ar annual appropriation of
$250 million was authorized with all state allotments computed on the
baslis of effort ratios as formulated in the Clements plan. The alloca-
tions to the test states which would have resulted from this proposal
are presented in Table XLIXI. Net benefit =zllocations are presented in
Tables XLIII, XLIV, and XLv.53

Matching pefcentages were tc have been varied for the several

states inversely with state income per school-zge child. No percentage

was to have exceeded 66 2/3 per cent nor to have faller below 33 1/3 per

S1s, 4, Part B, Sec. 112 {(a) (4).
525, 2005, 84th Cong., 2d Sess.

53Computations are subject to some error because of inadequacy of
information. Computations have been based on data presented in the
testimony of Representative Watts in Emergency Federal Aid for School
Construction, Hearings, U. S. Semate Committee on Labor and Public
Welfare, 84th Cong., 1lst Sess. (Washington, 1955), pp. 44-45. To the
extent that errors have appeared they would seem to understate zlloca-
tions to New Jersey and Illinois.
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cent, Thus, on the basis of the 1953-1954 income per school-age child
the state matching percentages would have been: Massachusetts, 58; New
Jersey, 65; Illinois, 60; Nebraska, S51; Tennessee, 39; Oklahoma, 43;
Colorado, 51; and Oregon, 53.9% As in most of the other proposals uti-
lizing varisble matching percentages, no state would have failed to
qualify for the allocations which would have resulted either from the
proposal as introduced or from the same proposal with an suthorized
appropriation of $500 million.S5S The Smith bill, however, by stressing
effort to the exclusiorn of need in the determination of state alloca-
tions leads to slightly higher allocations in wealthy states where the
extra dollar of a higher income expernded ¢n educetion probably imposes
a lesser burden than the extra dollar taken from lower per capita in-
comes. This exclusion of need would seem $0 indicate, as is borne out
by the pattern of net benefit per spending unit by state spending upit
income brackets shown in Table XL, ¥hat a program such as embodied in
the Clements bill is preferable to that of the Smith bill.

The McConnell bill of 195756 would have authorized appropriations
of $325 million with allocation to have been made on the basis of
weighted state-to-national school-age populstion ratios. Weights were
to have been state "allotment ratios" determined by subtracting from

1.00 the product of .50 and the quotient secured by dividing state

54Computed from data presented in testimony of Dr. Earl J. McGrath
in Federal Aid to States for School Construction, Hearings, Subcommittee
of the U. S. House Committee on Education and ILabor, 85th Cong.,, lst
Sess. {Washingtonm, 1955), Pt. I, p. 185, Table 20.

SSsee above, p. 199, and TPable XLII.

56y, R. 3986, 85th Cong., 1lst Sess.



231

income per child by the income per child for the Continental United
States, These resulting allotments weres not o have exceeded .75 nor
to have fallen below .25. Once the state allotment had been determined
from these weighted state-to-national school-age populatiom ratios, some
reduction might have been mede in the allotment. A "school-effort index”
was $0 have been computed for both the nation ard each state by dividing
the school expenditures per child of school-age by the income per child
of school-age. For any state whose effort index fell below the netional
effort index and which also failed to spend & dcllar amount per child of
school-age equal to the corresponding national dollar amcount, a reduc-
tion in allotment would have occurred, Federsl matching percentages
would have been equsl to "allotment ratios" between the limits of 33 1/3
and 66 2/3 per cent. State allocations which would have resulted from
the application of the formula of the McCornell bill are presented in
Table XLII;57 net benefit allocations are presented in Tables XLIII,
XLIV, and'XLV. State matching percentages for the ftest states would
have been: Massachusetts, 61; New Jersey, 66 2/3; Mllinois, 66 2/3;
Nebraska, 46; Tennessee, 33 1/3; Oklahoma, 37; Colorado, 5C; and Oregonm,
52.58 As in the other proposals to provide aid by matched grants, the
McConnell bill would not have operated to deny any test state access to

the full amount of the funds allocated.S9

57Computations are based on data presented by Representative Kelley
in Federal Aid to States for School Construction, Hearings, Subcommittee
of the U. S, House Committee on hducatiom and Labor, 85th Cong., 1st
Sess. (Washington, 1955), p. 222,

S81vid. Computations have been made from these data by the author.

595ee above, p. 199.
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FISCAL EVALUATION OF MATCHED EQUALIZATION GRANT

LEGISIATIVE PROPOSALS

The evalustion of the specific plans to aid education by the use of
matchad equalization grants can now be made on the basis of the ration-
ale developed earlier. It was argued that since any educaiionel aid
plan should be consonant with equity in & federal system, then the pre-
ferable plan would be that one which accomplished mest in egualizing
interstate fiscal differences of persoms in ctherwise similar fiscal
positions.

When this underlying basis for evaluation is applied to the five
matched equalization grant proposals, the Cooper bill appears to be pre-
ferable. As the Cooper bill would have operated (assuming each state
gualified for its full allctment) there would have been a perfect in-
verse relation between the net benefit per spending uniit and the per
capita income ranking of the state in all spending unit income brackets
except the highest. Even in the income bracket over $10,000 only two
deviations from the inverse relationship appear (in the reversal cf the
positions of Tennessee and Oklashoma and in the heaviest burden which
falls on Massachusetts). These reversals also would have occurred in
the operation of the McConnell bill but in the McConnell pill reverssl
of the net benefit position of the spending units of Oklahome znd
Nebraska spending units under $2,000 also would have occurred.

However an additional consideration of some importance colors this
conclusion. If the extent of difference between the poorest state,
Tennessee, and the wealthiest state, New Jersey, as shown in net percent-

age benefit computations presented in Table XLV, are examined, the
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McConnell bill is found to embody a greater difference than the Cooper
bill. Thus the ratio between the marginal net bernefit wbich would have
accrued to the lowest income bracket in Tennessee and the marginal net
benefit which would heve accrued to the same bracket in New Jersey 1s
S.3:1 under the McConnell bill; it is only 4.9:1 under the Cooper bill.
For the successively lerger spending unit incowme brackets the similarly
determined ratios would have been 8.4:1; 17.8:1; 16,7:); 15.8:1 ard
«36:1 under the McConnell bill; under the Cooper bill they would have
been 4.1:1; 20.4:1; 7.7:1; 37.3:1; 16.7:1; and .38:1.5° The result is
that the amount of improvement, measured betweern the poorest and the
richest state, is greatest under the McConnell bill in all except the
$2,000-$3,000 and the $4,000-$5,000 spending unit income brackets., The
apparent conclusion would seem to be that if cemsistent adherence to the
rationale of achieving fiscal equity is given primacy the Cooper bill
would have been preferable but if reasonable adherence to the rationale
be combined with arn overall maximum amount of fiscal readjustment, then
the McConnell bill secems at least as defensible as the Cooper bill.
Although this apparent impasse is not of major practical consequence, it
can, however, be resolved in favor of the Cooper proposal. The allot-
ment formule of the Cooper bill is much less involved than that of the
McConnell program. Furthermore, preference for the Cooper bill arises
from the fact that sipce current levels of state and local expenditures
would have been adeguate to match the federal allotments with little
increased financial effort, there 1is no apparent reason for preferring

one proposal to another. Therefore, it would seem that the fiscally

80computed by the author from Table XLIV.
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preferable matched equalization grant proposal would have been the
Cooper bill of 1953.

When the comparative evaluation is undertaken of the preferable
matched flat grant proposal, the Committee Draft of the Kelley bill, and
the preferable matched equalization grant proposal, the Cooper bill, the
Committee Draft of the Kelley bill seems more desirable. A comparison
of the net benefit per spending unit resulting from the two bills shows
similar dollar amounts and net percentage benefits not dissimilsr in
important ways. The major difference in the bills, therefore, is that
which appears in the matching plans. Since the Committee Draft of the
Kelley bill provided 2 simpler matching plan than the Cooper bill and
since it does not differ in any other significant way, the scale is
tipped in favor of the Kelley propesal. Nevertheless, the relative lack
of efficacy of the matched grans proposals to stimulate states to in-
creased fiscal effort would seem to indicate that flat grarts, such as
would have been provided dy the Bailey bill, are to be preferred to

matched grant proposals.



CHAPTER VI

ANALYSIS OF THE FISCAL EFFECTS OF MISCELLANEGUS

IEGISIATIVE PROPOSALS

Few legislative proposals to provide firancisl support to elemen-
tary and secondary education have received serious consideration unless
they were conventional plans for either matched or unmatched flat or
equalizetion grants. Nevertheless, ome unconventional proposal, gener-
ally known as the Scrivner plan,l hes been considered by the Congres-
gional committees on education even though support for the proposal has
apparently never been great, Three modifications of the Scrivmer plan
have been suggestedz but none of these proposals was accorded important
consideration. The prependerance of legislative emphasis given Tto the

Scrivner plan would seem to justify concentration of analysis on it.
FISCAL OPERATION AND EFFECTS OF THE SCRIVNER PIAN

The Scrivner bill was 2 tax-sharing proposal. It would have

1z, R, 1582, 8lst Cong., lst Sess. (1949). The reintroductions of
this plan in subsequent legislative sessions, as evidenced by the infor-
mation presented in the Appendix, atiest to the appeal of the proposal
to some legislators.

2g, R. 11828, 85th Cong., 24 Sess, {1958) introduced by Representative
Hillings, S. 3606, 85th Cong., 24 Sess. (1958) introduced by Senator
Proxezire, and S. 3687, 85th Cong., 24 Sess. (1958) introduced jointly by
Senators Proxmire, Morse, and Murray. Representative Hillings' bill was
not referred to the Committee on Education and ILabor dbut to the Ways and
Means Committee. Congressional Record, 85th Cong., 2d Sess, Vol. 104
{1958), p. 5523,
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authorized the transfer to each state of 1.0 per cent of the federal
individual and corporate income tax collections made in the state. The
transferred funds would have been utilized for school room comstruction
" . +e88 prescrided by the law of each State...." Except for an express
prohibition of federal interference or comtrol, no other provisions were
included.

The a8id which would have accrued to each of the eight test states
is presented in Table XLVI. The staie totals are the sum of 1.0 per
cent of the federal individual income tax collections for 1954% and 1.0
per cent of the corporate income tax collections for the same periOd»s
The toftal amount of aid provided for all the states would have been
approximately $479 million. The dollar amounts of aid which spending
unit income brackets would have received in each of the test states is
also presented in Table XLVI, These aid allctments have beer made on
the same basis as the spending unit allotments made for other proposed
ald programs examined in Chapters IV and V.

However, it cannot be assumed that the tax burden ¢f $he Scrivner
plan would have been the same &s the tax burden previocusly developed for
other bills considered. Previously it was assumed that the federal
funds to finance aid programs would have been derived generslly from the
same taxes (and in the same proportions) as are now used to finance the

Federal government. The Scrivner proposal, on the other hand,

5H. R. 1582, 8ist Cong., 1lst Sess. (1948).
4Computed froe Tabie I, p. 90, Chapler I1II.

SComputed from Anmual Regort of the Commissioner of Internal Revenue
for the Fiscal Year Ended june 30, 1954, pp. 44-45, Table %,
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TABIE XLVI

DISTRIBUTION BY STATES (F AMOUNIS OF AID ALLOCATED UNDER SCRIVNER PLAN?

BY SPENDING UNIT INCOME BRACKEI'S, SELECTED STATES, 195L
(Thousands of Dollars)

iﬁecggin%rggiz & Magsachugetts New Jersey Illinois Nebraska Tennessee Oklahoma Colorado Oregon
0~2 1,425,3 - 1,227,1 3,068,9 382.7 625,L 561,6 3874 227.5
2.3 1,522,2 1,260.,8 2,750.1 263.1 537.2 402, 0 308,L 266.0
34 2,850,6 2,975.4 7134, 2 509, 5 8814 8640 710.8  626,5
b=5 2,421,6 2,706,4 6,496, 5 3h9.2 612, 8 757.0 673.2  689.5
5=10 1,787.9 75379.6 17,177.9 758,3  1,326.3 L4157 1,417.9 1,h52.5
Over 10 830.3 1,260, 8 3,226, 3 129.2 21,0 %9.5 23,3  238.,0
Total® 13,838,0 16,810,0  39,856,0 2,392.0 4,197,0  L,227,0 3,761.0 3,500,0

8erivner Bill, H, R, 1582, 81st Cong., 1lst Sess, (1949) would have allocated approximately $hL79

million for educational aid,
PDetail may not add to total due to rounding.

Source: Computed by the author,

Lee
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specifically would have secured funds culy from the individual and cor-
porate income taxes. On the assumption that this plan would not have
forced the Federal government to increase taxes to secure additional
funds for other functions deprived of funds by the educatiocnal aid bill,
the Scrivmer plan was apalyzed on the basis of its exclusive reliance or
the Federal individusl and corporate income taxes.®

The tax burdens which would have resulted from the adcption of the
Scrivner proposal are presented in Table XLVII. The $tax burden of the
Federal income tax has been computed for each state following the con-
ventional assumption that the incidence of the Federal individual income
tax is on the person paying the tax. Therefore, that part of the educa-
tional 2id revenue which would have been derived from transfer of indi-
vidual income tax receipts was considered to have been secured from 1.0
per cent of each state's actual collections. Although the corporate in-
coxe tax collections would have been transferred to the states on the
basis of their state-of-origin, the incidence of this tax burden would
probably not have rested on the states in a way identical with the indi-
vidual income tax burden. If, as has been argued earlier, the incidence
of the corporate income tax falls on dividend receivers, then the 1.0
per cent of the total Federal receipts from this tax must first be allo-

cated among the st&tesﬁon the basis of their share in the total dividend

Sthe assumption made here may be unsound. The $479 million of Feder-
al revenue diverted from other activities might have led to increased
taxes to prevent curtailment of those activities, However, since the
effect of increasing Federal taxes on the basis of the present propor-
tions of the several taxes now used would have been to increase the
individual and corporate income tax collections (thus also altering the
amount of Federsl funds going to each state under the Scrivmer plan),
for analytical purposes the assumption made here seems t¥0 be necessary.



TABLE XLVIl

F TAX BURDEN OF APPROPRIATICNG, SCRIVHER PLAN,% BT SPENDING UNIZ
DR TR B AT O e BRACKETS, SELEGTED STAPES, 195k ?

Spending Unit Tax Burdens By States
i g b Totad Taz Burden® Bponding Unit Tax Burden®
housande of Total tar Burd 0 ax Burden ponding
Dallars} (‘rh:rnmdﬁxnr noﬁﬂnm) (Percentage of Total) {Dolinrs)
Yassachusmtta
-2 326.8 L7 .87
2- 823,5 7% 3,03
J-ﬁ 1,15L.2 5.9 3'9i
-5 1,335.2 6.8 R
5-10 b1,950,1 25,2 12.71
Over 10 11,05L9 %.3 16161
Totel 19,650,2 100.0 YT
Row Jorsey
02 206,2 1.0 K-
2-3 533.0 2.6 2.h3
g—b 1,090.7 S.3 .69
-5 1,31.1 6.5 5.5
5-10 6,578.9 2.2 n.ss
Over 10 10,925.7 52.6 109. 37
Total 20,761.8 100.0 carees
Iinnla
02 e 1.0 59
2-] 801y 2.3 2,28
34 1,866.5 5.3 3.5
=% 2,h06.0 6.8 5.5
5-10 11,182.% n.6 11.15
Ovor 10 1R,811. 53.1 100,05
Total 35,h07,6 100.9 aerans
KRohrasks
0-2 65,2 2.3 W43
2-3 1210 U3 1.73
120,k 7.k 2.58
-5 2%.9 8.0 L.58
s-io a75.8 s 9.16
Ovat 10 1,15.% 7.1 8.9
Total 2,83¢,9 100.0 iieaer
Tonnnases
0-2 88.6 1.9 +26
2.3 208.8 b.% 1.03
3t 326.1 6.9 1,71
=5 ¥2.6 7.7 2.98
S=10 1,528,3 3.6 6.68
Over 16 2,179.3 bbb 58,58
Total 4,691,8 200,0 sevan
Oklahoma
02 72.8 1.7 W2
2-3 115.8 2.8 <79
34 . 21;3.3 S.8 1.3
u-5 Ix.8 7.@ '2.28
5-10 1,2%.0 29.8 5.1
‘Over 10 2,186, & €2.0 bB.10
Tobal L,208.6 100.0 erenne
Colormdo
02 62,0 1,5 R
2=3 nh 2.8 l.gg
3 s, 0 $.9 2.97
L5 02.¢ 72 1,16
230 1,236,% 9.5 9.5
Cvar 10 . 2,247 5.1 9, 39
Totel b,100.8 1000 searae
Or_ngcn
02 41 1.1
2-3 118.h 2.9 122
pa 2.6 8,0 2.€2
L5 359.8 9.0 3.72
<-1o0 1,L28.9 5.6 8.1
Ovor 10 1,828 u5.h 82.7¢
Totnd L,017.2 100.0 covere
cdnentsoner BLL, He R 1662, Blot Com., 1ot Sam. (1%49) =ruld have mllcented mpromimtady $179 willicn for
Phetail may not add to totn) due Lo rounding,
PRopreeants quotisnt ascured by dividing the tax twrden par pond) it s
Tpending unite par spanding unit incowr brackst am prasent .5 in hblaugn;ﬂﬁ. irecma hrackst 1y the mmber of

Sourca:s Computed bty the mther,
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receipts of the nation. This allocation was undertaken and the total
tax burden falling on each of the selected test states was computed.
The total state tax burden appears in the first column of Table XLVII.
The tax burden of the Scrivmner plan as it would have fa;len on the
spending unit income brackets in each state is alsc presenfed in Table
XILVII. The spending unit income bracket allocation, like the state
allotments, represents a composite total. The individual income tax
burden which would have fallen or each state was allocated on the basis
of the percentage of income tax liability accruing to each incoue
bracket.” To this individual income tax burden, & share of the state's
corporate income tax liability was allotied on the basis of the share of
the total dividends accruing to each spepding unit income bracket in
each state.® This composite total represents the tax incidence per
spending unit income bracket which would have resulted from the imple-~
mentation of the Scrivmer plan in 1954, The second column of Table
XLVII shows the percentage of the total tax burden of each state which
would have been borne by each spending unit income bracket. Finally,
the tax burden per spending unit is shown by states for each spending
unit income bracket. These data which appear in the third column of
Table XLVII were derived by dividing the dollar burden per spending unit
income bracket by the number of spending units in the income bracket.d

The next step in the analysis of the Scrivmer plan was

These percentages are presented in Tables III-X, Chapter III, pp.
108-115.

81bia.

SThese data are presented in Table XXXIV, Chapter IV, p. 186,
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determination of the net dollar benefit which would have accrued to the
states under that plan. The analysis followed the procedure adopted in
analyzing other aid proposals. The net dollar aid was computed first by
determining the difference between the amount of aid which would have
been secured and the tax burden which would have been borne by each
spending unit income bracket in each state. This net dollar aid was
then reduced to & net dollar amount per spending unit by dividing the
net dollar aid per income bracket by the number of spending units in
each income bracket in each state.lQ The total net aid per spending
unit income tracket appeers in the first column of Table XLVIII; the net
aid per spending unit appears in the second column of this Table., Final-
ly, as shown in the third column of Table XLVIII, the pnet dollar aid per
spending unit was reduced to a percentage of the tax burden per spending
unit which would have resulted for the income brackets in the test
states. These data are comparable to the data presented in Table

XVIIIt for unmatched flat grant proposals and Table XLIM2 for matched

grant legislative proposals,
FISCAL EVALUATION OF THE SCRIVNER PLAN

The mejor criterion used in determining the fiscal desirability of
an educational aid proposal was then applied to the Scrivmer bill. That

criterion, as developed previously, was that insofar as possible, a

0114,

onapter Iv, p. 190.

12chapter ¥, p. 207.



TABLE XLVIII

DISTRIBUTION BY STATES aF NET DALIAR NEWEFIT PER SPENDING UNIT INCOME BRACKET, NPT IOLIAR AND NET PERCRNTAGE
BENEFIT PRR STEWD MG UNIT BY STENDING UNIT INCCME BRACKET, SCRTVIER PI.A!J,' SELECTED STATEZ, 155k

Nat Dollar Benafit Nrb Dollsr Benefd
I
oot ey ST, MBI e g
rae
{Thousands of Ucllara) (Them=ands of Dollars) {beldars)
-2
Tenmeara ©35.6 1,85 598
COklahooa 191, 8 1,61 i
Habraske BioS 2,12 Lol
Colaredo 5.0 2,78 525
Orermm 28k.% 2.05 L27
Nnsarchuratts 1,079,5 2,52 336
iincis 25728.6 L3 802
Fow Jarsay 1,020,9 Lz L9s
2-3
Tennasane 3126.4 1.62 157
Oklahema 285.2 1.9 2L8
Hobrasia el 2.0 18
Colorade 191.0 3.03 163
Oregon 147.6 2,06 125
¥nssuchuontte 68,7 2,57 35
Illtnoia 1,987 5.5% 2ky
New Joreay 727.8 L3 217
b
Tannasnse 55,3 .91 170
Oklahomn 621.7 3,h3 256
Nebragka 297, 3.81 Us2
Colorada 463.9 $.58 188
Orapon 83,9 3.99 158
Masmnehunotta 1,599.4 5.19 1§
1) tnoin 5,257.7 10.0% 282
New Jarasy 1,883.7 6.3 172
k%
Tenncngee 250.2 2,08 &9
Oklnhomn u2h,2 2.%0 177
Nebraska 123.1 2.50 <s
Colovnln 370.3 508 122
Orogon 3291 3. -7
Kagaachnnnt be 1,085,h l.73 [3H
I1llnoin h,0%0.% 927 179
New Joramy 1,359.3 s.%0 101
Sl0
Tenossene - 0.2 - W09 -1
Ok} Ahemn 11,7 .68 13
Nebraaka - 117.5% - L7 =13
Colorade 1082, 4 1.38 1<
Oragon 2u6 .13 H
MUaqanchurntts - 182,2 -3 -2
M inalr §,995.8 <, 98 20
Hew Joraoy 700.7 1.21 10
Ovor 10
Tennasarn - 1,7%%.3 - %2.8) 00
Ckinhema - 1,91R,9 - h2.27 -fR
Nebrankn - 1,200.7 - 75.h2 -
Cainrnd, - 1,%0,4 - 79,49 N8
Oragen - 1,3R6,% « Sh.h2 -n7
Uanaachitne bta 10,7236 ~the.hy -92
111 inais =15,%61%1 - B2, 80 £y
Hew Jnrnoy - Q,561.9 - 95,73 -8

"Serfvoer 8311, M. R, 1SA2, Blst Cone. . Iat Seaa, (1900},

BStntus heve been ranknd in racendine ordar ~f per capita income,

SNot dellar bonefit par spending unit fncoma bracket 1 the difforence batween the total aid allecatad per
rpanding nnid Income bracket, and thn totel tax birden per spandine unit meaniting fram the adeption af Lhe
Scrivner plng,

INet dnllar tomafit rer mperding unit is tic gutient ~btatned ty dividine the ¢ dollar hensfil par
srendine nnit Lrcame bracket and the muster of spending wulls par sonding untt inccre bracket as proarmtod
in Table XXXIV,

®Not porcentage benefit per spemitng unlt cepresents the net. dellar len«fit ™mr aprnding nnit erprensed as a
rerenntace of the nel dollar tax burden prr sronding unit ns rresented In Table XLPIL. Vimes Memms indintta
that the tax burden ctceeds the azcunt of amld 5o the ot dolla 1o3s 48 exnressed w5 A percertape of Lhe tax
turden.

Seurcet Coarputed by the mitrer,
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fiscally acceptable aid program should provide relatively greater aid to
spending units in poorer states than to the similarly situated units in
wealthier states. Jf this criterion were equally well met by several
proposals, it was fﬁrther argued that simplicity of the aid program ib-
self became a second criterion for evaluating the plans.

When the first criterion of the maximum redress of fiscal inequi-
ties arising from the federal system was applied, the Scrivner plan sig-
nificantly falled to meet the standard of evaluation. Even a cursery
examination of the data of Table XLVIII reveals that both in net dollar
benefit and in net percentage benefit per spending unit, a wealthy
state, Illinois, would have secured greatest aid. In dollar amounts of
aid which would seem to be cruciasl in the actual raising of standards of
education, the net dollar benefit which would have gone to Illinois and
New Jersey spending units generally would have exceeded those dcllar
amounts going to the same spending units in the less wealthy states of
Temnessee and Oklahoma, Even in the net percentage benefit which meas-
ures the excess of net dollar benefit over the tax burden spending unit,
I1lincis would have benefited most., On the other hand, Tennessee and
Nebraska would have secured neither net dollar nor net percentage bene-
fits sufficiently large to have commended the Scrivmner plen as a fis-
cally effective aid program to support elementary and secondary educa-
tion. The crucial problem of the Scrivmer proposal seems to have been
its reflection of the fact that the wealthy states have relatively high
taxable incomes resulting in large Federal tax collections from which
the aid allocations would have been made. This very unsatisfactory ele-

ment was perhaps, a major reason why relatively little serious
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consideration was given to the proposal,
MODIFICATIONS OF THE SCRIVNER PLAN

Several modifications of the Scrivner tax-sharing proposal were in-
troduced in the Second Session of the Eighty-Fifth Congress, None was
given serious legislative consideration, Furthermore, cne of the pre-
posals was not strictly a conventional tax-sharing plan13 since it would
have distributed a fraction of the Federal individual and corporate in-
come tax collections to the states on the basis of state-to-national
school-age population ratios. Thus, it would have become simply an
unmetched f£lat grant proposal with the smount of aid authorized deter-
mined by the amount of Federal income tax collectlons. This type of aid
plan was analyzed in Chapter I¥. But a further defect of this specific
proposal seems to flow from the counter-cyclical nature of Federal income
tax receipts. OSince Federal income tax receipts fall more than in pro-
portion to declines in national income, the source from which funds for
aid would have been provided would have fallen most drastically at
exactly the time when states would be relatively least able $o secwre
funds to maintain their educational programs. This defect, of course,
would be present in any program which would specifically tie the amount
of aid to a relatively elastic tax source such as the Federal income tax,

A secomnd of the 1958 modifications of the Scrivner plan was the

Proxmire proposall4 which would heve increased the amournt of aid

13the Proxmire-Morse-Humphrey bill, S. 3687, (1958).

145, 3606, 85%h Cong., 2d Sess. (1958).
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granted to the states from 1.5 per cent of the Federal individual and
corporate income tax ccllections in fiscal year 1958 to 3,0 per cent in
fiscal year 1858 and to 5.0 per cent in succeeding fiscal years. How-
ever, this proposal would have contained the same defects as the Scrivmer
plan. Fiscal inegquities would not bave been redressed. The schocl aid
funds would bhave been tied €0 an automatically counter-cyclical revenue
source which would have provided proportionally more funds when states
could have independently done most to provide educational facilities, A
greater amount of aid would have been forthcoming in years after the
first than would have been provided by the Scrivner 111,15

The Hillings b11116 of 1958 seemed the most promising of the modi-
ficatious of the Scrivner plan, Implicitly tke Hillings proposal recog~
nized the defects of the parent bill; it would have varied the percent-
age of Federal income tax collections returned to each state inversely
with the size of the collections. The minimum percentage which would
have been returned to the wealthy states was: 1.0 per cent of the annual
collections. A graduated scale would have been authorized; the actual
percentage of Federal income tax collections which would have been
returned would have been graduated upward to a maximum of 5.0 per cent

for the least wealthy stales. The defect associated with the

1omnis grester amount of funds would ostensibly have provided greater
improvement of education than would have occurred under the Scriwmer
plan, However, two relevant issues are involved which are beyond the
scope of this study: First, is the relation between the level of edu-
cational expenditures and quality of education direct and proportional?
Second, how much aid, if any, does the Federal government need to make .
available to the states t0 secure a minimum satisfactory gquality of
education in all the states?

185, R, 11828, 85th Cong., 24 Sese.
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counter-cyclical nature of the source of revenue of the Scriwvmer plan
would also have been contained inm the Hillings proposal but it seems
probable that the somewhat acute failure of the Scriwvmer bill tc redress
fiscal inequities might have been partially corrected by the Hillings
modification. The modification, however, received virtually no serious
legislative consideration so it was not examined here as extensively as
its parent plan.17 However, a superficial consideration of the Hillings
plan would seem to indicate that it would probably be the least unaccepi-
eble of the varicus miscellaneous proposals.

A finsl conclusion which seems to follow from the study of the mis-
cellaneous proposals is that the weaknesses of the proposals mey serve
to explain why no great amount of support has appeared for them. The
most widely considered of the miscellaneous 8id programs, the Scrivner
plan, has the serious defect of doinmg little to redress the fiscal ineg-
uities arising from American federalism., Modifications of this plaan
seer to embody the defects similar to those of the parent plan. 7The
finsl decision, therefore, would seem to be that the best aid plah is

some conventional version of either matched or unmatched subventions.

1igpe necessary adoption of = basis for inclusion of aid proposals
to be analyzed intensively (the holding of legislative committee hear-
ings on a bill) has operated to exclude the Eillings bill from further
study here. However, arbitrary basis for inclusion of bills in the
group of alid proposals analyzed probably does not lead to & serious
omission here. The Hillings proposal, it should be remembered, slso
would have contained the defect of reliance on a counter-cyclical reve-
nue source no matter what other merits extensive statistical study might
have revealed.



CHAPTER VIT

CONCIUSIONS

A final appraisal caun now be attempted of the major Federal legis-
lative proposals introduced in the period 1947-1958 to provide support
for primary and secondary education. A framework within which a fiscal
evaluation of the several proposals may be underteken has been con-
structed. The major legislative introductions have been classified and,
within a detailed statistical framework, have been subjected to a com-
parison on fiscal grounds, The analysis has been a partisl one uti-
iizing eight carefully selected test states. Nevertheless even on the
basis of this limited and admittedly imperfect analytical procedure, it

is possible to provide tentative answers to questions previously raised.
REIATION OF EDUCATIONAL AID TO UNITED STATES FEDERALISM

Insofar as it is possible, federal tax and expenditure policies
should be directed to the maximum reelization of the values that inhere
in contemporary United States federalism. The extensive economic inte-
gration that has occurred in our federal system has contributed to the
difficulty in implementing social and economic policies that are consid-
ered to be desirable. 1In the field of primary and secondary education
it is now apparent that the educational policies of autonomous state
governments extend their influence throughout the entire nation. Yet to

the extent thet the policy of each state is entirely independent of
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federal support, the state policy is rigidly circumscribed by the scar-
city of fiscal resources that must be apportioned among competing ends,
If, in the national interest, Federal tax and expenditure programs are
adopted to attain a minimum service level in education, then those pro-
grans should attempt to maximize the values of federalism. For, even
disregarding the apparent emotionmal support which seems to guarantee
federalism's survival in the United States, it would appear desirable to
adopt fiscal policies which emphasize the responsibilities of citizen-
ship grounded in personal participation in the operation of least remote
governunental uniis.

Tax and expenditure policies do not operate in a vacuum, however;
instead they are applied in 8 social environment in which definite,
although somewhat abstract gosls are held, "Fiscal fairness" is one of
these gbstract gosls dbut such a vaguely phraéed goal lacks practicel
content. It is possible to delineste the aspects of such a phrase as
"fiscal fairness" but when the decision is fipally made, the most com-
monly accepted cémponent apparently is "fiscal equity."” Fiscal equity
embraces equity in agssessment and collection of taxes,'equity in comn-
sistency of application of tax laws, but more importantly, it embraces
equity in the treatment of similarly situated persons in a like manner,
However, in & federal state this latter aspect of fiscal equity is dif-
ficult to realize since persons similarly situated in all relevant ways
except state-of-residence may receive sharply dissimilar treatment.

An examination of the fiscal operation of United States federalism
reveals that the Federal goverpment increasingly has attempted to pro-

vide mipimum social service levels in filelds which increasing economic
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integration has rendered nationally important. Since the end of World
War II, education has become of particular concern as an area in which
Federal fiscal participation may be necesgoery to insure acceptable mini-
mum service levels, Attention has effectively been limited to the gues-
tion of the amount of financial support primary and secondary education
needs; the guestion of how aid to education might best be used tc im-
prove the fiscal equily of the Federal system in the United States has
been almost entirely ignored.

Of all the fiscal techniques that might be employed to provide Fed-
eral educational aid, it seems probable that some form of the now widely-
used grant-in-aid would be employed. Logically, the unconditional sub-
vention would secem most likely to enable states to maximize their auton-
omy as governmental units while at the same time improving the service
level of the alded function. Such a grant, if wisely utilized, might be
expected to provide a maximum improvement in education in each state,
Nevertheless, it is doubdful if the United States Congress will, in the
near future, adopt a program of unconditional grants as the form to be
used in extending educational support. Instead, it might be expected
that aid, if it is forthcoming, will utilize ome of the several types of
conditional grants-in-aid now widely used.

The fiscal problem involved in Federal aid to support elementary
and sécouda.ry education in the United States hecomes that of securing a
maximm of interstate fiscal equity when the aid is provided by a con-
ditiona) subvention. The resolution of the problem might proceed on a
theoretical basis but the empirical testing of the variety of proposals

is likely to be equally revealing. For if, as seems probable, the form



in which any plan t¢ provide sid to education that might be adopted has
already appeared in aid legislation examined by Congressional committees,
then such an empirical study may provide a realistic answer to the Type
of aid program that is preferable,

It is probably true that if education is effectively aided by Fed-
eral financial support, not all the economic gain will be realized in
the improvement of fiscal equity. Important culfural advantages do in-
here in an education of quality, and improved quality of education might
result from increased educational expenditures. Economic growth might
be enbanced by better education flowing from improved educational facil-
ities. However, the probability that immeasurable gain may flow from
increased financial aid to education is not the only important issue;
the reconciliation of any Federal fivanciel support with the goal of

greater fiscal equity im a federal sysiem should be attempted.

EXTENSIVE VARIATION IN FEDERAL LEGISLATIVE PROPOSALS
TO PROVIDE FINANCIAL SUPPORT FOR EDUCATION

Conditional grents-in-aid to provide Federal support for educetion
have been great in number and varied in type. HNot only have legislative
enactments embodied plans for flat grants and for varisble grants in
various forms, they have also contained a variety of matching formulae.
So extensive have the legislative proposals been, it is almost impossi-
ble, and certainly of little value, to attempt %o ascertaim which type
or combination of types of plans has been most popular. The evidence
seems to support one major coaclusicn that no significant type of an

unconditional grant-in-~aid failed to be presented at least once in the
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period between 1947 and 1958,

STATISTICAL FRAMEW(RK FOR THE FISCAL EVALUATION OF

IEGISIATIVE PROPCSALS

Additional expenditures to undertake a new Federal governmental
function or to increase the level of support for an old function will
necessarily operate in two ways, The burden of the taxes which will be
necessiteted to provide funds to 2id the function will ultimately come
to rest on persons who have no alternative but to bear the burden,
Resulting expenditures will eventuzlly redound to the benefit ol some
persons, The new taxes and the new expenditures, whether for educztion

for some other purpose, will impinge on the prevailing net income
position of the members of society.

The analytic need in the situdy of any proposals for Federal finane
cial support of education is a knowledge of the present position of the
taxpayers., Once the situation of the taxpayers is determined for the
income groups in the several states (for, despite the fact that the bur-
den is personal, the analysis must be on some generalized basis), some
attempt can be made to decide whether or not proposals move toward
greater interstate fiscal equity, The discovery of the present position
of ftaxpayers in the several states is essentially an inguiry about and
application of the somewhat tenuous theories of tax incidence, Refine-
ments of existing techniques, particuwlarly those of Professor Richard 4,
Musgrave of the University of Michigan, can be made which yield state-
by-state patterns of tax incidence not only for the Federal taxes but

also for state taxes and for federal and state taxes combined, The need
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+0 utilize Professor Musgrave's studies as an apalytical foundaticon ne~
cessitated adoption of & common year, 1954, for which a&ll tax and expend-
iture programs could be analyzed., On the basis of modified statistical
techniques, the evidence of the existence and the pattern of fiscal dis-
parities among the similarly situated income groups in the several
states is revealed. Unresclved methodological and philosophical issues
remain enmeshed in the procedures and the results of amy complicated
analysis of tax incidence but it is unlikely that refinements would slter
the pattern of interstate income-group tax incidence that seems a priori
defensible.

The evidence resulting from the analysis of tax incidence does ¢tend
to show the wide disparity in state tax burdens which reflect at least
in part the economic heterogeniety from which diversze state functions
must be financed. It i3 on these disparate state fiscal structures that
Federal funds to aid education would exert their impact. If, on some
measurable basis, evidence could be developed showing tha® one plan for
aiding education would do more to redress interstate fiscal ineguities
than any other plan, then on fiscal grounds that plan would be most
effective in the support of the values of a dynamic federalism in the
United States,

It would be s monumental task to test every major legislative pro-
posal‘ introduced into the United States Congress in the eleven years
after 1946 by applying each proposal to each of the forty-eight states,
The need for such bercic labor can be obviated by the careful selection
of a small group of test states. The states actually chosen--New Jersey,

Illinois, Massachusetts, Oregon, Colorado, Oklahoma, Nebraska and
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Tennessee-~represent a wide range of the relevant variables and so

seenm to provide a desirzble cross-section of the Uniked States, Probge
bly no selection of states could be mede which would spproack perfection.
However, the synthesis of regional coverage with broad per capita income
arnd educetional varistions zppears to render the eight states chosern at

least as defensible as any other staites which might be selected.
TECHNIQUES FOR TESTING SPECIFIC LEGISLATIVE PROPOSALS

Although great variety characterizes the legislative progosals t0
support elementary and secondary education, a comuon technigue can be
epplied to test the extent to whick each one serves to reduce existing
interstate fiscal inequities., The technique involves the determination
of the aid which would acerue to each spendirg unit in the six income
breckets in each stete for which calculations can be madee The approxi-
mations of the allocations which would result rest on a synthetic dis~
tribution of the school-age populavion among the income brackets in each
state. The explicitly =2dopted assumption thet the benefit from Federal
aid funds will be directly related to the school-age population seems
clearly superior to any other assumption thet might reasonably be uti-
lized. When the aid zllocation is mede and related to the tax burden
falling on the comparable spending unit, a residual appears. If the
residual is positive then the spending unit secures a net benefit; if it
is negative, then & net loss results. Comparability of the effects of
the several proposals seems enhanced by reducing the pet dollar benefit

or loss so computed to a percentage of the tax burden resulting from the

2id proposals.
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The analysis explicitly recognizes that the nret benefit accruing
to spending units in the several states is a function not only of the
nethod of distributing Federal funds to the states but alsc of the
amount of aid authorized, However, any specific Congress, if it decides
to provide financial support to education, would tend to have a propen-
sity to authorize a given amount of funds irrespective of the alloca-~
tional formuia adopted, Thus, the important variable for fiscal analy-
sis of aid programs appears to be the type of distributional technigue
embodied in the conditional subvention, Therefore, the analysis of each
proposal was explicitly predicated on the assumpiion of a common appro-
priation., Statistical adjustment was undertsken for each legislative
bill which specifically asuthorized an appropriation of an amount differ-

ent from the amount assumed,
RESULTS OF TESTING AID PROPQSALS

The evidence resulting from the application of the technique devel~
oped for testing the Federal legislative proposals for support of ele-
mentary and secondary education appears to indicate that e flat grant
proposal without matching will produce 2 maximum reduction in interstate
fiscal irneguities. Of the specific legislative introductioms of this
type, it is the 1954 Bailey billl that would be the most effective aid
program, Not only did the Bailey bill seem most effective in achieving
a maximum of fiscal equity, it slso embodied & relastively simple formula

for apportioning aid. The Bailey plan would have distributed

18, R. 7467, 83d Cong., 24 Sess.
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appropriations to the states orn the basis of percentage of school-age
population as weighted inversely by a percentage expressing the ratio of
each state!s per capita income to that of the nation. As in virtuelly
every other educational aid plan, the Bailey bill contained a clause
designed 10 assure state autonomy in the administration of allotted funds.

t also required, in a provision whick in view of recent Supreme Court
decisicns seems obsolete, equitable and non-discriminatory state zppor-
tionment of allotted funds for separate educational facilities maintained
for minority races. The Bailey plan, as evidenced by duplicate legisla-
tive introductions, was a popular type of conditioral subvention even
though favorable legislative action never occurred.

Legislative plans providing matching, either on a fixed or a vari-
able basis, were frequently considered. However, since most of tnese
plans authorized appropriations too small to require states to increase
expenditures for education in order to gualify for the full grant, tne
matching requirements would only serve to complicate the aid proposal.

t should be recognized, however, that as the size of authorized eppro-
priations is increased, the stimulative power of matching provisions
increases. Nevertheless, if larger appropriations are assumed, the
matching prdvisions embodied in the specific legislative proposals
studied would have operated to deprive less wealthy states of funds
needed to improve education more certainly then they would have deprived
wealthy states of funds. The guestion of the desirability of the
indirect control effective matching requirements might impose on poorer
states that are forced to divert state funds from some other funciion

otherwise considered of equal or greater importance is of nc little
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consequence., However, even more importamt is the question of whether or
not stimulating state expenditures on education or any other function in
less wealthy states will not actually intensify the interstate fiscal
inequities now found in our federal system. In brief, if the criterion
of reducing fiscal inequities is accepted, the program which gives the
greatest proportion of authorized funds to the less wealthy states will
be most desirable,

Equaiization proposals, such as the Taft plansz and the Byrnes
11113 would have accomplished even more to redress fiscal Ineguities
than the flat grant or matched grant proposals. Computations of net
percentage benefits resulting from the subventions make this clear. It
should be reccgnized that the extent of improvement in fiscal equity is
limited to those stales aided; all unaided states find their fiscal pos-

tion vis-a-vis those aided states worsened. Nevertheless, these pro-
posals seem to Jlack a necessary political ingredient for success: they
openly take funds from some states and redistribute them to poorer
states. The Congressional opposition to openly equalizing grents-in-aid
appears to support the inference that some program for unmatched flat
grants-in-aid like the Bailey bill in which all states share on some
basis will, if any proposal is adopted, do most to move toward the goal
of fiscal equity in a dynamic federal system.

No matter how extensive the analyses of educaticnal finance nor how

heated the controversies developing from proposals to aid it,

23, 472, 80th Cong., lst Sess. (1947) as introduced, as reported by
- the Committee on Labor and Public Welfare, and as amended by the Senate,

3H. R. 4711, 8l1st Cong., 1lst Sess. (1947).
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educational philosophies and the operation of educational systems remain
issues of paramount national importance, To the extent that fiscal
analysis can contribute to ar understanding of issues implicitly embodied
in programs to finance education, to that extent it alsc contributes to
the vitality of the Western culture of which educatior is an integral

part.



APPENDIX

SELECTED FISCAL PROVISIONS OF MAJOR LEGISIATIVE PROPOSALS AND
REIATED ILEGISIATIVE VARIATIONS TO PROVIDE FINANCIAL SUPPORT

PO ELEMENTARY AND SECONDARY EDUCATION, 1947-1958
UNMATCHED FLAT GRANT PROPOSALS

S. 81, 80th Cong., 1st Sess. (1947) was introduced by Messrs. Green
and McGrath to supplement teachers' salaries in free public primary and
secondary schools. Appropriations of such sums a8s necessary to imple-
ment the act were authorized. Appropriated funds were to be allotted to
public school districts at the rate of $15 per pupil in average daily
attendance. Assurances were reguired that funds for teachers' salaries
from stave and local sources would not be reduced below the level pre-
vailing in the next preceding fiscal year.

S. 170, 80th Cong., lst Sess. (1947) was introduced by Mr. McCarran
to increase the rate of teachers' salaries. Appropriations of $600 mil-
lion were authorized for the first fiscal year and for successive fiscal
years as necessary to implement the act, Payments to be made per teach-
er were based on variable supplementary rates. A grant of $25 per $100
of the first $1,000 of salary was authorized plus grants of $15 per $100
on salary from $1,001 to $2,000, $10 per $100 on salary from $2,001 to
$3,000, and $5 per $100 on salary from $3,001 to $4,000. Expenditure
vas specifically limited to public schools. Related proposals were
H. R. 1942, 80th Cong., lst Sess, (1947) introduced by Mr. Landis which

authorized $185 million for the 1948 fiscal year for increasing teachers!'
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salaries $200 per year; H. R. 2584, 8lst Cong., lst Sess. (1949) intro-
duced by Mr. Kearns which authorized $400 million for the 1950 fiscal
year %o increase teachers' salaries $500 per year.

S. 472, 80th Cong., lst Sess. (1947) was introduced by Mr. Taft to
aid in financing a minimm educationmal foundation program and to reduce
inequalities in educational opportunitiess. Authorized appropriations
were $150 million for fiscal year 1948, $200 million for fiscal year
1949, apd $250 million for each succeeding fiscal year. Each state was
to receive an allotment of the difference between 1.1 per cent of the
average annual income payments of the state for a preceding five-year
period and the school-azge pocpulation of the state sultiplied by $40.
State allotments were to be reduced proportionately if a state failed to
spend 2.5 per cent of the five-year average annual income on current
educational expenditures. After a four-year period had elapsed any
state which failed to spend 2.25 per cent of its five-year annual aver-
age income on current educational expenses and alsc failed to establish
a minimum $55 annual current expenditure per pupil in average daily
attendance in all districts was to be denied allotments. Specific pro-
tection against reduction in educational expenditures was proviéed.
Non-public schools were allowed to share in federal funds allotted to a
state with allotments to be made on whatever basis was currently in
effect in the several states. Minority races were issued a share of the
federal funds for segregated schools on a "just and egquitable basis.”
The Senate Committee on Labor and Public Welfare reported the bill
favofdbly with authorization of appropriations of $300 million for fis-

cal year 1948 and for succeeding fiscal years. Allotments to each state
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were to be the difference between 1.1l per cent of the average income
payments as defined in the initial bill and the product cf the school-
age population in the state and $50. As the bill finally passed the
Senate on April 1, 1947 by a vote of S8 yeas, 22 nays, each state was
authorized a minimum allotment of $5 per school-age child or the differ-
ence between 1.0 per cent of the average income payments and the product
of the school-age population of the state and $45. After a five-year
period a state wishing to participate in the appropriated funds would
have been required to spend 2.5 per cent of its annusl five-year aver-
age state income or a minimum of $120 per pupil in average daily atten-
dance, whichever was lesser. 5. 472, as passed by the Senate in 1347,
was resubmitted as S. 246, 8lst Cong., lst Sess. (1949) and passed by
the Senate on May 5, 1843 by a vote of 58 yeas, 15 nays.

H. R. 2593, 80th Cong., lst Sess. (1947) imtroduced by Mr. McGowen
and H. R. 140, 80th Cong., 1lst Sess. (1947) introduced by Mr. Psce were
substantizslly similar to S. 472 except thet both provided a minismmm of
$3 per school-age child would be allotted to each state.

H. R. 4843, 8lst Cong., lst Sess. (1949) introduced by Mr. Barden
was substantially the same as S. 472 except $S0 was substituted for $45
in computing the state allotment and non-public schools were specifical-
ly denied access to federal funds.

S. 199, 80th Cong., 1lst Sess. (1947) was introduced by Mr. Aiken
to aid in providing a naticnal floor under current expenditures in
public schools and to provide limited aid to tax-exempt non-public
schools. Appropriations suthorized for fiscal year 1948 were to be

either $400 million or $20 per pupil in average daily attendance in
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1946; for fiscal year 1949, $600 million or $30 per pupil in average
daily attendance in 1947; for fiscal yearA1950, $800 million or $40 per
pupil in average daily attendance in 1948; for fiscal year 1951, $1,000
million or $50 per pupil in average daily attendance in 1949; for fiscal
year 1852 and each fiscal year thereafter, $1,200 million or $60 per
pupil in average daily attendance in the second year next preceding;
and for every year the greater sum was authorized. An additional $60
million was authorized annually for non-public school aid. Funds for
public schools vwere to he allocated to the states on the basis of the
yearly ratio of the state's pupils in average daily attendance to the
national total of pupils in average daily atiendance. Non-public
appropriations were to be allocated on the basis of the ratio of state
pupils attendinz non-public tax-exempt schools of secondary grade to
the comparable national total. Receipt of allotments by states was to
be conditioned upon the maintenance of certain minimum levels of cur-
rent expenditures per pupil in average daily attendance both on a state
and on a local administrative unit basis. Equal treatment was assured
segregated schools. Average daily attendance was defined as the aggre-
gate days of attendance by regularly enrolled pupils divided by 175.

H. R. 4711, 81st Cong., lst Sess. {1949) was introduced by Mr.
Byrnes of Wisconsin and was designed to assigt public schools in meeting
their current expenses., Authorized appropriations for fiscal year 1950
and fiscal years thereafter were to tctal $60 million. The allotment to
each state was to be the difference between 60 per cent of curremt ex-
penditures per school-child-average daily attendance and 2.0 per cent of

the five-year average annual income of the state. Initially states
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spending less than 2.0 per cent of the average income, so defined, were
to be ineligible for federal aid; this percentage was to rise to 2,5 per
cent subsequently.

H. R. 1551, 8lst Cong., 2d Sess. (1950) introduced by Mr. Lucas
declared its purpose to be to assist states to provide adequate public
elementary and secondary school educatiopal systems. Appropriations
authorized were to be $300 million to be expended in grants and an equal
amount to be available for lcans. The appropriaticns were to be allo-
cated to each state in the same ratic that the state's schoOl-age popu-
lation bore to the nation's school-age population. The Reconstruction
Finance Corporation was to administer the funds.

H. R. 7467, 83d Cong., 2d Sess. (1954) introduced by Mr. Bailey to
assist the states in the construction of needed elementary and secondary
school facilities authorized appropriations as necessary. Allotment of
appropriations was to be on the basis of state school-age population to
national school-age population with an adjustment to provide an inverse
variation in relation to the states' per capita incomes. The allotment
was to_be computed by multiplying the state school-age popﬁlation by the
fraction representing thg percgntage of per capita national income accru-
ing to the state and then reducing this product to the ratio it bore to
the sum of the products so computed for all states. The act provided
that once funds were paid into a state treasury such funds would become
exclusive state revenue subject to absolutely no federzl regulation.
States with separate school facilities for minority races were required
to apportion federal funds to such facilities on an equitable and non-

discriminatory basis.
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E. R, 7667, 833 Cong., 2d Sess. (1954) introduced by Mr. Metcalf
and S. 2779, 834 Cong., 2d Sess. (1954}, inmtroduced by Mr. McClellan and
others, were identical to Mr. Bsiley's proposal. In the 84th Cong., 1lst
Sess. (1955) two substantially identical bills were S. 686, again intro-
duced by Mr. McClellan and others, and H. R. 108 introduced by Mr.
Harris. Mr. Fogarty in H. R. 1791, 84th Cong., lst Sess. (1955) pro-
posed specifié authorizatiorn of appropriations of $500 million for each
of five successive fiscal years after the passage of the act., The re-
mainder of the act was substantially lidentical to H. R. 7467.

S. 359, 83d Cong., 24 Sess. (1954) to provide aid to states in
assisting school districts in constructing needed school facilities was
introduced by Mr. Clements. Appropriations as necessary were to be
authorized for fiscal year 1954 and for five succeeding fiscal years.
Allotments to states were to be made in the same ratio as their school-
age populations bore to total national school-age population. However
no state was to receive less than $100,000 nor more than one-third of
the average annual state and local expenditures for comstruction of
public elementary and secondary schools in the previous three years.

E. R. 8868, 834 Cong., 24 Sess. (1954) introduced by Mr. Holt
authorized appropriations as necessary. Allotments to each stéxe were
t0 be determined on the following basis: From the product of the state
school-age population and $20 was to be subtracted 0.4 per cent of the
average annual income of the state. Any positive difference between
those computed velues represented an equalizing state allotment but the
remainder of appropriated funds, after paying the equalizing allotments,

was to be allotted on the basis of the state-to-national school-age
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population ratios. States failing to spend 2.5 per cent of their
annual income on education were to receive an allotment reduced in the
ratio the actual percentage of annual income spert on education bore
to 2.5 per cent.

Mr. Morse and Mr. Clark introduced S. 1134 in 85th Cong., lst Sess.
(1957) to authorize a program of federal financial assistance to educa-
tion. For fiscal year 1958 and succeeding fiscal years $1,000 million
was the suthorized appropriation. State allocations consisted of the
total of two separate allotments. Half of the appropriated funds were
to be allotted on the state-to-national school-age population ratio.
The other half was to be allotted in the proportion that the weighted
state school-age population bore to the weighted national school-age
population, Welghted schooi-age population was defined as the product
of the state school-age population and the gquotient secured by dividing
the anmual state per school-age child income of each state by the school-
agZe child income of the state with the highest such income.

H. R. 10763, 85th Cong., 2d Sess. {1958) was introduced by Mr.
Metcalf to aid the states both in remedying the shortage of classroous
and the shortage of an adequate number of teachers. Appropriations
authorized for fiscal year 1959 were to be the product of $25 and the
national school-age population; for fiscal year 1960, the product of $SO
ané such population; for fiscal year 1961, the product of $75 apd such
population; and thereafter the product of $100 and such populstion.
Allotment to each state was to be separated into a school comstruction
and basic equipment component and a teachers' salaries component. The

division of any state allotment into components was to be dependent upon



265

school construction plans approved so the teacher salary component was
residual, The allotment to each state was to be on the basis of the
ratic of state school-age child population to national school-age popu-
lation corrected by any failure of the state school effort index to
equal the national school effort index., The school effort index was
the quotient secured by dividing annual schocl expenditures per public
school child in average daily attendance by the annual income per public
school child for the relevant jurisdictions, In any state in which the
average anoual current expenditures per public school child equalled in
amount the average annual national current expenditures per public
school child in average deily atiendance, the state school effort index
was t0o be assumed equal to the national school effort index. Reductions
in sllotments were to be made in proportion to the failure of a state
school effort index to attsin the required natiomal school effort index.
Three-fourths of any allotment for teachers' salaries was to be allotted
to school districts within a state on the basis of the ratioc of the
number of public school teachers in a district to the total number of
public school teachers in the state. On July 2, 1958 the Subcommittee
on General Education of the Committee on Education and Labor ordered

E. R, 10763 favorably to the full Committee. S, 3311, 85th Cong., 2d
Sess, (1958) introduced by Mr. Murray and twelve other Senators was
substantially the same proposal. EH. R, 11854, 85th Cong., 24 Sess.
(1958) introduced by Mr. Engle was similar except that the appropriations
authorized were $500 million for fiscal year 1959 and for three succes-
sive fiscal years and there was no teschers' salaries component of state

allotments. Mr. Kennedy's S. 3173, 35th Cong., 2d Sess. (1958) was also
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similar to H. R. 11854 except $300 million was authorized to be appro-
priated for fiscal year 1959 and thereafter, and egual federal matching

was prescribed.
MATCHED FLAT GRANT PROPOSALS

S. 137, 8lst Cong., lst Sess. (1949) introduced by Mr. Robertson of
West Virginia authorized appropriations of $300 million for grants and
an equal amount for loans to aid states in providing elementary and sec-
ondary buildings and necessary attachments. This program which was to
be administered financially by the Reconstruction Finance Corporation,
authorized state allotments on a state-to-national school-age population
ratio but grants were tc be based on equal federal-state matching.

H. R. 1551, 8lst Cong., lst Sess. (1949) introduced by Mr. Iucas and
discussed above, was similar to this bill except the matchirg provision
was not included in it.

S. 480, 84th Cong., lst Sess. (1955) was introduced by Mr. Bumphrey
and Mr. Ives. The act to authorize federal payments t¢ the states to
assist in constructing schools, authorized necessary sums for fiscal
year 1956 and for five succeeding fiscal years. Allotment of appropri-
ated funds was to be on the state-to-pational school-age population
ratio with equal federal and state matching required. Substantially
similar bills introduced in the 84th Cong., lst Sess. were S. 522 intro-
duced by Mr. Dirksen, H. R. 14 introduced by Mr. Kearns, H. R. 15 intro-
duced by Mr. Bailey, and H. R. 2612 introduced.byﬂmr. Lesinski. H. R.
653, 84th Cong., 1lst Sess. (1955) introduced by Mr. Denton was &lso

very similar except for authorizing the specific smount of $550 million
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anpually for the same years covered by S. 480. Mr. Bennett's B. R.
2548, 84th Cong., lst Sess. (1955) differed materially only in that it
authorized $1,000 million anmially for fiscal year 1956 and for four
succeeding years.

H. R. 10052, 83d Cong., 2@ Sess. (1954) introduced by Mr. Kearns to
aid state educational agencies in school conmstruction, authorized an
aggregéte $5,000 million for the fiscal years 1955, 1956, and 1957,
Allotments to the several states were to be based on the ratic of the
total state cost of comstructing needed classrooms to the total class-
room construction cost for the entire nation. The United States Commis-
sioner of Education was to make determination of needs based on data to
be supplied by state educational agencies. Egqual matching was provided.
H. R. 768, 84th Cong., 1lst Sess. (1955) imtroduced by Mr. Jenkins was
similar in most substantive features except for providing an aggregate
authorized appropriation of $2,000 million for the fiscal years 1956,
1957, and 19S8.

H. R. 1, 85th Cong., lst Sess. (1957} was imtroduced by Mr. Kelley
of Pennsylvania. It was proposed to authorize federal assistance to
states and local communities in financing an expanded program of school
construction. Fiscal year authorizations for the five fiscal years
beginning with 1958 were to total $600 million. Allotments were to be
made on the state-to-pational school-age population ratios; equal
federal;state matching was required. As H. R. 1 was reported from the
Comnittee on Education and Iabor the authorized appropriation was re-
duced to $300 million anmally. Half of the authorized appropriation

was to be allotted to the states on the basis provided in the »ill as
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introduced. The other half was allotted in the same proportion that the
state's school-age population multiplied by the state's allotment ratio
bore to the sum of such products for all states. The allotment ratio
for any state was defined as 1.00 less the product of .55 and the quo=-
tient secured by dividing the state income per child by the income per
child of school-age for the United States. Egqual cumilative matching
was required. A bill by Mr. Kelley, H. R. 7535, 8ith Cong., 234 Sess.
(1956), substantially similar +0 He R. 1 as he introduced it in 1957
and modification of H. Re 7152, B4th Cong., lst Sess. (1955), was re-
ported by the Committee on Education and Labor but was defeested in the
House of Representatives on July 5, 1956 by a vote of 224 nays, Lok
yeas. The number of identiceal or substantially similar proposals was
large. Substantially identical proposals all introduced in the 85th
Cong., lst Sess. (1957) were H. R. 5007 by Mr. Chudoff, He R. 3215 by
Mr. Denton, and E. R. 3k16 by Mr. Thompson of Hew Jerseye He Re 3523
by Mr. Kearns authorized eppropriations as necessary but was otherwise
substantially identical; H. R. 1946 also introduced by Mr. Keernms and
authorizing necessary appropriations for a six fiscal year period was
also similar. Se. 777, 85th Cong., lst Sess. (1957) introduced by Mr.
Neuberger was like the original He R. 1; S. 870 and Title XII of S. 872,
both 85th Cong., Lst Sess. (L957) and both introduced by Mr.'Humphrey
were like Mr, Kearns'! H. R. 3523, Mr, Machrowicz and Mr. Rabaut intro-
duced identicel bills, H. R. 3067 and E. R. 3080, 85th Cong., lst Sess,
(1957), which differed meterially from H. R. 1 only in thet $1,000 mil-~
lion in appropriations were authorized for each of the two fiscal years

of 1958 and 1959. S. 197, 85th Cong., lst Sess. (1957) introduced
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by Mr. McNamara was identical with the Machrowicz and Rabaut bills.
Mr. Kearns reintroduced his proposal which had appeared as H. R, 3523
in the lst Session of the 85th Congress as H. R. 11625 in the 24 Ses-

sion of the Congress.
FIAT GRANT WITE EQUALIZED MATCHING PROPOSAILS

S. 287, 8lst Cong., 1st Sess. (1949) inmtroduced by Mr. Neeley and
ten other Senstors, to aid in public school construction, authorized
$98 million for the fiscal year 1949 and $490 million for each of the
next five succeeding years. Apportiomment was to be on the basis of
state-~-to-national school-age population ratios. Federal matching per-
centages, however, were to be varied from 40 to 60 per cent inversely
in rela#ion to the three-year average per capita annual income of the
states. Mr, Perkins reintroduced this proposal on four successive
occasions except the appropriations authorized were to be $S00 million
for three consecutive fiscal years. Those reimtroductions were E, R,
4913, 82d Cong., lst Sess. (1951), H. R. 544, 83d Cong., lst Sess.
(3953), H. R. 44, B4th Cong., lst Sess. {1955), and H. R. 859, 85th
Cong., lst Sess, (1955). H. R. 4545, 824 Cong., 24 Sess. (1952) intro-
duced by Mr. Bailey was 2lso fundamentally like the proposal of Mr.
Perkins,

S. 1670, 81st Cong., 1lst Sess. (1949) introduced by Mr. Humphrey
to provide aid in pﬁblic school construction authorized $500 ﬁilliOn for
six fiscal years beginning with fiscal year 1950. Again apportionment
was to be on the basis of state-to-netional school.-sge population ratios.

The variable state matching ratios were to bear the same ratio tc 5C per
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cent as the state three-year average annual per capita incomes bore to
the per capita income of the Continental United States. The federal
matching percentage was not to exceed 75 per cent nor to fall below
33 1/3 per cent. Appropriations authorized for 1949 were partially
reserved for emergency construction projects resulting from national
defense activity. S. 1699 introduced by Mr. Bricker in the same Ses-
sion of the same Congress authorized $250 million for the 1950 fiscal
year and the four succeeding fiscal years but provided that vhile_the
same allotment basis was to be used, the federal comtributions, to be
determined by the Unifed States Commissioner of Education on the basis
of need, were to fall between 40 and S0 per cent of the cost of school
facilities to be constructed under the act. No state allotment was to
be less than $300,000. S. 2317, 8lst Cong., lst Sess. (1949) introduced
by Mr. Humphrey and others was substantially like S. 1670 but authorized
appropriations for each fiscal year as Congress decided were necessary.
Matching contributions of the federal government were to be adjusted
inversely to state average annual income. S. 2317 was introduced as a
composite bill after the Senate Committee on Labor and Public Welfare
decided to report a bill favorably. It was passed by the Senate on
October 17, 1949. H. R. 5718, 81st Cong., lst Sess. (1949) introduced
by Mr. Rains was identical with S. 2317. S. 536, 83d Cong., lst Sess.
(1953) was a reintroduction of S. 2317 as it had been passed by the
Senate,

H. R. 249 introduced by Mr. Elliott in the lst Session of the 83d
Congress (1953) authorized appropriations as Congress deemed necessary,

but was otherwlse similar to Semator Humphrey's 1949 bill, S. 2317.
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Other similar legislative proposals were S. 3358, 82d Cong., 24 Sess,.
(1952) introduced by Messrs. Hill and Murray; H. R. 7105, 824 Cong., 24
Sess. (1952) again introduced by Mr. Elliott, and H. R. 7398, 824 Cong.,
2d Sess. (1952) vhich provided not variable, but equal matching.

S. 968, 84th Cong., 1st Sess. (1955) was introduced by Semator
Smith of New Jersey and others, and was substantially the program Pres-
ident Eisenhower nhad requested. Title III, dealing with grant assist-
ance, authorized $200 million in aggregate appropriations for fiscal
years 1956, 1957, and 1958, Allotments to states were to follow the
often-suggested state-to-national school-age population ratios. The
federal share in an approved project utilizing allotted funds was to be
100 per cent less a percentage which bore the same ratio to 50 per cent
as the state three-year per capita income average bore to the similar
national income average except the federal matching percentage could not

exceed 60 per cent nor fall below 40 per cent,
MATCHED EQUALIZATION GRANT PROPOSALS

H. R. 9841, 83d Cong., lst Sess., (1953) introduced by Mr.
Frelinghuysen and designed to provide emergency aid to eliminate over-
crowding in elementary and secondary schools, authorized $250 million
annually for two successive fiscal years. The allotment from total
appropriations for each state was to be in the same'ratio as the product
of the school-zge population of the state and the square of the state's
federal percentage bore to the ngtional sum of such products. Federal
percentages were to be variable and were to be computed for each state

as 100 per cent less the percenmtage which bore the same ratic to 50 per
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cent as the three-year per capita income of the state bore to the‘three-
year national per capita income. Such percentages could not exceed 75
ver cemt nor be less than 33 1/3 per cent and no state was to be granted
an aliotment of less than $100,000. In any facility, the federal share
also was not to exceed 40 per cent of the total construction cost or
$500 per school-age child to be accomodated, whichever was less, H. R,
764, 84th Cong., 1lst Sess. (1955) also introduced by Mr. Frelinghuysen
was substantially the same bill with the added proviso that no state's
allotment was to exceed five per cent of the total appropriation. H. R.
361, 84th Cong., 1lst Sess. (1955) introduced by Mr. Donohue embraced
most of the same principles as H. R. 764 except the five per cent limi-
tation on the 2llotment to any state was not included.‘

S. 2601, 83d Cong., lst Sess. (1953) introduced by Mr. Cooper was a
minor modification of S. 22941 introduced earlier in the Session by him-
self. The appropristion authorized was $100 million anmually for four
fiscal years; in S. 2601 $500 million was authorized over a period of
two years. The original sllotment formalas which was similar to that of
H. R. 9841 was modified in S. 2601. Under that allctment procedure,
one-half of the appropriation was to be apportioned among the states in
the ratio that the product of their school-age populations and the
squares of their federal percentages bore to the sum of the products for
all the states. The federal perceutage for any state was to be 100 per
cent less the peréentage which bore the same ratio to 45 per cent as the
state three-year average per capita income bore to the three-year aver-
age national per capita income. Federal percentages were to be limited

to a 75 per cent maximum and a 33 1/3 per cent minimm. The other
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one;half of the appropristion was to be apportioned in the same genmeral
pattern as irndicated for the first half except that the federal percent-
ages were not to be squared ir the computation, State allotments were
to be limited to a2 maximum of S per cent of total appropriatiocns; a
state minimum of $100,000 was prescribed, Federal matching was tc fol-
low the plan of H. R. 9841 and was to be limjted to $500 per child %o
be accommodated by any proposal or 40 per cent of the comstruction cost
of any project, whichever was lesser, A similar version of this bill,
introduced again by Mr., Frelinghuysen, was H, R. 10149, 834 Cozg., 24
Sess. (1954).

S. 5, introduced by Mr. Hill and twenty-uine other Senators, 84th
Cong., lst Sess. (1955) was Qesigned for the frequently expressed pur-
pose of providing assistance to states for comstruction of needed public
elementary and secondary school facilities, For fiscal years 1958 and
1957 annual appropriations of $500 million were authorized. 'The allot-
ment plan was like that embodied ir S, 2501 with the following modifica~
tions: Federel percentages to be used in computing state allotments,
now prescribed as 2 minimum $200,000 were to be limited t0 & meximum of
70 per cent and a minimum of 40 per cent., The entire allotment to
states was to be btased on the ratio of the products besed on squared
percentages. The matching requirement, however, was more varied than
that contained in S. 2601 and provided that the federal construction
share, which was not to exceed 66 2/3 per cent nor fall below 33 1/3 per
cent, was to be determined as 100 per cent less the percentage which
bore the same ratio to 50 per cent as the state's three-year average per

capita income bore to the three-year average national per capita income,
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Bills conteining virtually identical provisions were Mr. McClellan's
S. 686, 84th Cong., lst Sess. (1955), Mr. Elliott's H. R. 1565, 84th
Cong., lst Sess. (1955) and H. R. 1120, 85th Cong., lst Sess. (1957).
H. R. 4302, 84th Cong., 1lst Sess. (1955) introduced by Mr. Perkins was
also substantially like S. 5.

S. 4, 84th Cong., lst Sess. (1955) inmtroduced by Mr. Clements and
carrying the same appropriation authorization as 5. 5, provided an even
more complicated aliotment formula. The allotment to each state was to
be a total of two separate allotments from an equally divided appropria-
tion. Half was to be allocated among the states on the basis of an
"effort" computetion which, for each state, was to be reduced to a per-
centage of the sum of such effort computations for all the states. The
effort formula was the product of total state school-age population and
the quotient secured by dividing total school expenditures from state
and local sources by total income payments received by a state. Allot-
ment of the other half of the appropriations was authorized in the ratio
that the "need” computastion for each state bore to the sum of the need
computations for all the states. The need formula was the product of
the state school-age population and the quotient of United States aver-
age annual per capita income divided by state average annual per capita
income. On any project the state share was not to exceed 66 2/3 per
cent nor be less than 33 1/3 per cemt. S. 2279, 833 Cong., 2d Sess,
(1954) was similer to this proposal. H. R. 1633, 84th Cong., lst Sess.
(1955) introduced by Mr. Watts, allotted funds for which an authoriza-
tion of appropriations as Congress deemed necessary was provided, would

have allctted funds on the basis of the same ratics as computed under
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S. 4 and with the same matching 1imits provided. S. 2905, 84th Cong.,
2d Sess. (1956) introduced by FMr. Smith of New Jersey aqg others, pro-
vided an aggregate appropriation of $1,250 million for five years to be
expended at a rate of $250 million anmually. Allotments were to be
based on state-to-nation effort ratios computed as in S. 4 although any
state for which average school expenditures per public school child
were egual to average national school expenditures per public school
child was assumed to have a state effort index equal to the national
effort index. Variagble matching was prescribed in that the reguired
federal matching percentage for each state was to be inverse to the
state's per school-age child income. The specific federal percentages
were determined to be 66 2/3 per cent for the state with the smallest
such income per ¢hild and 33 1/3 per cent for the state with the largest
such per-child income. Other percentages were to be determined between
these limits,

H. R. 3986, 85th Cong., lst Sess. (1957) was inmtroduced by Mr.
McConnell and again was designed to assist states and local commnpities
in increasing public elementary and secondary school construction.
Authorized appropriations were $325 million for four successive fiscal
years beginning July 1, 1957. Computation of each state's allotment
required that ar "allotment ratio” be computed and multiplied by the
school-age population which product was to be reduced to a percentage of
the sum of such products for all states. This percentage then repre-
sented the state's share of the total appropriation. The state "alloct-
ment ratio” was computed as 1,00 less the product of .50 apd the'quo-

tient secured by dividing state income per child by the Continental
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United States income per child. No allotment ratio was to exceed .75
nor fall below .25. The state allotr -t was to be reduced if its
"school-effort index" fell below the sation's schocl-effort index. For
both states and the nation the school-effort index was defired as the
school expenditures per child of school-age divided by the income per
child of school-age as was relevant to the jurisdiction under considera-
tion. Any state for which expenditures per child of school-age equalled
the average national expenditures per child of school-age was assumed
thereby to have a state school-effort index equal to the national school-
effort index. The federal matching share for any state was to be
equated to the state's allotment ratio except that such federal share
was not to exceed 35 2/3 per cent nor be less than 33 1/3 per cent.

This program, when introduced by Mr. Frelinghuysen, was indicated to be
the outgrowth of President Eisenhawer‘s 1955 State-of-the-Union message
calling for "affirmative action" to meet the need for classrooms. H. R.
z976 introduéed into the same session of the Congress by Mr.
Frelinghuysen was identical with H. R. 3986, as was 5. 889 introduced
by Mr. Smith of New Jersey and thirteen other Semators. H. R. 3858,
also introduced in this session of Congress by Mr. Perkins was substan-
tially different only in authorizing an appropriation of $600 million
apmally for five fiscal years. M:. Powell's legislative entry, H. R.
1213, also in the same Congressional Session authorized $1,000 million
for six fiscal years beginning July 1, 1958 and provided that compli-
ance with United States court orders was to be a requisite for receipt
of federal funds.

The 85th Cong., 2d Sess. (1958) witnessed the introduction of a
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number of bills substantially identicel with H. R. 3986 of the preceding -
session, S. 3216 introduced by Mr. Javitz substibuted .55 for .50 in
computing the allotment ratios and proposed appropriations of $600 mil-
lion for four fiscal years beginning July 1, 1958, Equal rather than
variable metching was prescribed and extensive regulations governing
compliance with the school integration decisions of the United States
Supreme Court were embodied, H. R. 9731 introduced by Mr, Teller dif-
fered materially from S. 3218 only in authorizing appropriations for
five fiscal years instead of four. Mr, Frelinghuysen's H., R. 1183C
authorized $600 million for three fiscal years and prescribed equal

matching but was otherwise similar to H. R. 3976.
MISCELLANECUS PROPOSALS

H. R. 1582, 81st Cong., 1lst Sess., {1349) introduced by Mr. Scrivner
{¥o provide funds for educational purposes, provided for the transfer of
one per cent of all federal income taxes collected in each state to that
state, This plan for the return of individual and corporate income tax
receipts to the state on the basis of state-of-origin was reinmtroduced
by Mr. Scrivmer in E. R, 3255, Mr. Peague in H, R. 3256, Mr. Gwinn in
Ho. R. 4201, and Mr. Poff in H, J. Res. 76, all in the 85th Cong., lst
Sess. (1957).

H. R. 11828, 85th Cong., 24 Sess. (1958) introduced by Mr. Hillings
provided a medification of H, R, 1582, Federal incowe tax collections
to be transferred to the states on the basis of origin were to be varied
on the basis of the volume of state income tax collections ranging from

one to 5 per cent as state collections in each state decreased from $10
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billion or over to under 31 billionm.

S. 3606, 85th Cong., 2d Sess. {1958) introduced by Mr. Proxmire
approached transfer of federal tax collections by proposing to vary the
amounts transferred tc the states from 1.5 per cent of ccllections in
fiscal year 1958 to 3.0 per cent in fiscal year 1959 and 5.0 per cent
thereafter. S. 3687, 85th Cong., 2d Sess. (1958) introduced by Messrs.
Proxmire, Morse, and Murray suthorized appropriations on the same basis
as S. 3606 and authorized the gppropriation of a fraction of the total
income tax collections to the several states on a state-to-nation
school-age population ratio.

H. R. 4498, 85th Cong., lst Sess. (1957) introduced by Mr. Ashmore
declared its purpose to be to aid states and localities in finding and
implementing means of sclving their educational financial problems,
expressing the belief that no adeqguate evidence of state and local
inability to meet state needs for finances for educational purposes had
been presented, the act proposed the creation of an Advisory Council on
School Finsncing. This Council was to undertake studies of school fi-
nances when requestéd to do so and to meke recommendations for solutions

of problems discovered.
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