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TRENDS IN FISCAL FEDERALISM
HIGHLIGHTS

As depicted by the charts and tables
set forth in this report, the period 1954~
1974 was characterized by significant
growth in the public sector and impor-
tant shifts in intergovernmental fiscal
relationships. The most important of
these developments are summarized
below.

The public sector continues te absorb
an increasing share of Gross National
Pmduct (GNP) despﬂe sigmﬁcau! relative

in ding (Table 2).

¢ The share of GNP absorbed by
the public sector rose from 26.5
percent in 1954 to 32.8 percent
in 1974.

Civilian domestic expenditures (in-
cluding Sacial Security) increased
dramatically from 12.9 percent of
GNP to 25.4 percent in 1974,

s The share of GNP absorbed by
national defense was cut nearly
in half from 13.7 percent of GNP
in 1954 to 7.4 percent in 1974,

Half of the growth of civilian do-
mestic expenditures represents
new governmental growth which
required either increased taxes
or deficit spending; the other half
represents a substitution of civil-

ianspending fordefense spending.

In spite of nominal income tax
rate reductions and liberalized ex-
emption and deduction allow-
ances, effective federal income
tax rates increased as inflation
and economic growth pushed tax-
payers into higher tax brackets.

During the pericd 1954-1974, defi-
cits of the Federal government
totaled $138-billion.

The relative increase in the size of
the public sector reflects an increase in
the demand for public goods, services
and income transfer activities. But it
may also reflect the operation of “Wag-
ner’s Law” which asserts that the public
sector has an inherent or built-in tend-
ency to grow at the expense of the private
sector, The growth may also be explained
in terms of the characteristics of tax
systems which generate sufficient reve-
nue growth for government to purchase
an increasing proportion of expanding
national output.

Most of the growth in the expanding
Federal sector has occurred in Social
Security and Federal aid programs
(Table 4).

" s Social Security now absorbs 5.4
percent of GNP compared to 1.2



percent in 1954; Social Security
has emerged as the largest and
fastest growing component of Fed-
eral domestic expenditure.

e Federal aid to state and local
government increased from .8 per-
cent of GNP in 1954 to 3.1 percent
of GNP in 1974.

The rapid increase in Social Security
taxes raises important public policy
questions about the future financing of
Social Security, and leaves less “room”
for general taxation at the state and
local level.

Though the rate of increase in Federal
aid has now diminished, the matching
and other conditions attached to most
Federal aid programs suggest that the
Federal government has increased the
leverage or control it has over state-
local budgetary decisions. “No strings
attached” general revenue sharing ac-
counts for less than 15.0 percent of
Federal aid.

All levels of government have grown
at rates exceeding the general growth
of the economy, and aids to lower levels

of government have steadily expanded |

(Tables 3, 9, and 10).

o In1954,Federal domestic expendi-
tures for all functions (including
Social Security and Federal aid)
accounted for 5.5 percent of GNP.
By 1974 such expendifures ab-
sorbed 13.8 percent of GNP.

o In1854,Federal domestic expendi-
tures for all functions (including
Social Security and Federal aid)

accounted for less than half (42.4
percent) of total domestic public
sector expenditures. By 1974,
Federal domestic expenditures
for all functions were more than
half (54.4 percent) of total do-
mestic public outlays.

Federal aid which accounted for
11.4 percent of state-local general
revenue in 1954 exparded to 26.5
percentof state-local general reve-
nue in 1974.

e The state-local sector also grew
significantly as state-local ex-
penditures from own funds ex-
panded from 7.4 percent of GNP
in 1954 to 11.6 percent in 1974.

e State aid to local governments,
over half of which is for educa-
tion, has increased steadily from
41.7 percent of locally derived
revenue in 1954 to 57.5 percent in
1974. *

There has been a sharpening of roles
as the Federal government has become
the dominant fiscal partner while the
“work” of government is carried on
primarily at the state-local levels (Tables
11 and 12).

¢ General civilian government em-
ployment now accounts for 14.8
percent of the nation’s employed
labor force. Fourfifths of this
employment is in the state-local
sector.

During the period 1955-1973 em-
ployment at the state-local level
increased by 119.5 percent com-
pared to 17.1 percent at the Fed-



eral level and 35.8 percent in the
private sector.

e Average annual earnings of Fed-
eral employees exceed average
annual earningsin private industry
by 46 percent and have increased
more rapidly than earnings in any
other major sector (Table 12).

Average annual earnings of state-
local employees have increased
almost as rapidly as earnings of
Federal employees and now ex-
ceed earnings in private industry
by 6.0 percent (Table 11).

These comparisons highlight the im-
portance of improving the productivity
and personnel practices of state and
local governments. Though productivity
improvements at all levels are desirable,
increasing productivity at the state and
local level where direct use of resources
is concentrated would have the greatest
fiscal impact.

The Federal revenue system has be-
come less diversified while state-local
revenue systems have become more
balanced and diversified (Tables 6 and 7),

e In 1954, Federal income tax and
insurance trust revenue ac-
counted for less than half (46.8
percent] of Federal revenue. By
1974 these two revenue sources
accounted for more than two-
thirds (67.9 percent) of total
revenue, leading to a less diver-
sified Federal revenue system.

e Increased reliance on Federal aid
and state income taxes along with
a relative decline in the contribu-
tion of property taxes has led to

more diversified and balanced
state-local revenue systems.

» There is a slight tendency for
state-local tax burdens to become
more uniform from state to state.

There has been a dramatic increase in
state-local tax burdens during the last
20 years (Table 8).

* State-local tax burdens rose from
7.6 percent to 12.1 percent of total
personal income.

The lowest state-local tax burdens
are concentrated in the Southeast
and Southwest: the highest tax
burdens are in the Mideast and
New England.

States registering above average
increases in tax burdens between
1953 and 1973 were concentrated
in the New England, Mideast and
Great Lakes Regions while bélow
average increases occurred in
the Southeast and Plains Regions.

The tax burden of the “average” family
increased by 98.3 percent during the
period 1953~1974 (Table 1).

e The “average” family in 1953 had
an income of $5,000 and paid 11.8
percent of family income in direct
Federal, state and local taxes. By
1974, the “average” family had an
income of $13,000 and paid 23.4
percent of family income in such
taxes.

o The tax burden of a family having
an income of twice the “average”
increased by 51.5 percent.
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CHART L —‘

The Narrowing of the Gap in Direct Tax Burdens Borne by Average and
Upper Income Families, 1953 and 1974**

LEGEND
Family
Income*
4 Federal Federal State and
$ 5,000 11.8% personal OASDHI Jocal
Income tax taxes
Average
family
13,000 23.4%

$10,000

Above
average
family

26,000

$20,000
High
income
family

52,000

0 2 4 8 8 10 12 14 16 18 20 22 24 26
Percentage of family income

* Average family income in 1953 was $5,000; in 1974, $13.000.
**These estimates assume a family of four and include only: Federal personal income, Federal OASDHI

State personal income. State and local general sales, and residential property taxes.
L Source: Tabie |




TABLE |

The Narrowing of the Gap in Direct Tax Burdens Borne by Average and
Upper Income Famiilies: 1953 and 1974

Type of Tax Averags Famity ! Twica the Average Family* Four Times the Average Family *
Tax as Percent Tax as Porcent Tax as Percant
of Family Incoma Percext of Family Income Parsert of Famity Income Parcent
Incresse Incresss Increase
1963 | 1874 | 1953-1974 1963 | 1974 1963-1974 1983 | 1874 | 1953-1374
Total 1.8 234 98.3 16.5 25.0 515 202 295 48.0

Federal personal
income tax 76 102 342 128 150 172 166 213 283

Social security
tax (OASDHI) 11 59 4364 a5 30 5000 03 15 400.0

Local residential
property 22 39 77.3 1.8 3.1 722 1.7 24 412

State personal

income 0.3 19 533.3 09 238 2111 1.2 35 1917
State-local
general sales 06 186 150.0 05 11 120.0 0.4 08 100.0

! Estimates for average family eaming $5.000 in 1953 and $13,000 in 1974 assuming all income from wagss and salaries, and sarmed
by one spousa

Zestimates for twice the average family. Family earning $10.000 in 1953 and 526,000 in 1974 and aseumes that earnings include
$90 {interest on state and local debt, and excludable dividends) in 1974 and $25 in 1953 also assumes the inclusion of net long-
term capital gains of $900 in 1974 and $350 in 1953

Jestimates for four times the average family. Family sarning $20,000 in 1953 and $52.000 in 1974 and assumes that earnings include

$755 (interest on state and local debt, and excludable dividends) in 1974 and $265 in 1953; also assumes the inclusian of net long-

term capital gains of $4.500 in 1974 and $1.730 in 1963,

(For additional assumptions used in these computatians, see “Note” on next page.)

SOURCE: ACIR staff computations.
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Note: In computing Federal personal income tax habiliti yons were
10 be 14 percent of family income for the $5,000 family and 12 percent of income for the
$10,000 and $13,000 families. Estimated itemized deductions were assumed for the
$20,000, $26,000 and $52,000 families. Interest on state and {ocat debt dividends. and

one-half of capital gains (estimated, based on |.R.S.. of ! ) were I
from family income for these computations.
Residential property tax estimates assume average housing values of approxi ly 1.8

times family income far the average family in both 1963 ($5.000) and 1974 ($13,000). 1.5
for $10,000 income {1953). 1.4 for $26,000 income {1974), 1.4 for $20.000 income
{1953), and 1.1 for $52,000 income (1974), with average effective property tax rates of
2.15 percent in 1974 and 1.20 percent in 1953. Based on U.S. Bureau of the Census,
U.S. Census of Housing; Commerce Clearing House, State-Tax Reporter; and Internal

R Service, istics of Income, Individual Income Tax Returns.

in computing state personal income tax liabilities. the optional standard deduction was
used for the $5.000 and $10.000 families, the average of standard and estimated itemized
deductions for the $13,000 family and estimated itemized deductions for the $20,000,
$26,000 and $52,000 families.

Estimated state-local general sales tax liabilities are based on the amounts allowed by
the Internal Revenue Service as deductions in computing Federal personal income taxes.

The percentages shown for state personal income tax and state-local ‘general sales
tax are weighted averages (population} for all states including those without a sales or
income tax.




CHART II

The Growing Public Sector, 1954-1974
{The Relative Decline in Defense Expenditure s More than Offset by Dramatic Growth in Domestic

Federal, State. and Local Spending)
Expenditures

As
Percentages
of GNP

%
34

T 1T 7T 7T 1 1
TOTAL PUBLIC SECTOR —
T l

"

32
30 "

22 DEFENSE EXPENDITURES

DOMESTIC EXPENDITURES,
8 FEDERAL, STATE, AND
LOCAL LEVELS

54 56 58 60 62 64 66 68 70 72 74
CALENDAR YEARS

Source: Table Il




TABLE Il

The Growing Public Sector': 1954, 1964, and 1969 through 1974

(Government Expenditure)

Oemestic Domestic
Total {Federal, Totl (Fodecal,

Calendar Public State, and Drtarme 2 Public State,and  Defanme %

Year Sector Locall (Foderal} Sector Local) (Faderal)
Amount {in billions} As a Percertt of GNP
1954 $ 967 $ 46.9 $ 498 265 128 13.7
1964 1766 1108 64.8 278 17.5 10.3
1969 290.0 191.6 984 311 2086 106
1970 312.7 2158 96.9 320 221 99
1971 340.1 2452 94.9 32.2 232 9.0
1972 3722 278.2 94.0 321 240 8.1
1973° 408.1 3108 97.3 3156 240 7.5
1974 est. 458.0 354.0 104.0 328 254 7.4
Percentage Distribution Annual Percent Change

1954 1000 485 515 - - -
1964 100.0 63.1 369 6.1* 9.04 274
1969 100.0 66.1 338 10.6° 11.6° 8.9°
1870 100.0 69.0 31.0 78 126 —15
1971 100.0 721 27.9 88 136 2.1
1972 100.0 74.7 25.3 9.4 1358 —039
1973 100.0 76.2 238 96 1.7 35
1974 100.0 773 227 122 139 6.9

T National Income and Product Accounts.

2National defense, international affairs and finance. and space research and technology.

terest attributable to these functions.

3partially estimated.

4Annual averaga incraase 1954 to 1964

SAannust average incroase 1964 to 1969.

Also includes the estimated portion of et in-

SOURCE: ACIR staff compilstion based on U.S. Department of Commerce, Offics of Business Economics, Survey of Current Business,
udget of the United States Govemmaent, various years; and ACIR steff sstimates.

various yess




CHART Il
The Growing Domestic Public Sector: 1954-1974

Own Sourca
Expenditure as
Parcentages of GNP
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TABLE Il

The Growing Domestic Public Sector ': 1954, 1964, and 1969 through 1974

it From Own Funds)
- -~
=N oo,
Expenditt Federal State-Local Expendit Fadaral State-Locat
Gatendar ey o e
Year Stata-Local) Expenditure? Expenditure State-Local) ‘Expenditurel” Expenditurs
Amount {in billions) As a Percoent of GNP
1854 $ 469 $ 199 $ 270 12.9 55 74
1964 1108 53.3 575 17.5 8.4 9.1
1969 191.6 929 987 206 10.0 10.6
1970 2158 107.0 108.8 221 11.0 1A
1971 2452 125.4 1198 232 19 11.4
1972 2782 150.7 127.5 240 13.0 11.0
19733 3108 166.9 1438 240 129 111
1974 est. 354.0 193.0 161.0 254 138 11.6
Percentage Distribution Annual Percent Change
1954 100.0 42.4 57.6 — — —
1964 100.0 481 51.9 9.0¢ 10.34 7.94
3
1969 100.0 485 515 11.69 11.8% 11.4%
1970 100.0 49.6 50.4 12.6 152 102
1971 100.0 51.1 489 136 17.2 101
1972 100.0 54.2 458 135 202 6.4
1973 100.0 83.7 463 1.7 10.7 129
1974 100.0 54.5 455 139 15.6 1.9

"National Income and Product Accounts.

2Excludes Federal expenditure for national defense, intermatianal affairs and finance, space research and technology. and the estimated
portion of net interest attributable to these functions. Includes Social Security {OASDHI) and al} Federa! aid to state and local govern-
ments including general revenue sharing payments.

3partially estimated.
“4Annual average increase 1954 10 1964,

Sannual average increase 1964 to 1969.

SOURCE: ACIR staff compilation based on U.S. Department of Commaice, Office of Businsss Economics, Suvey of Current Business,
various years; Budget of the United States Government, various years; and ACIR staff estimates.




TABLE IlI-A

The Growing Domestic Public Sector’: 1954, 1964, and 1969 through 1974

{ i i After
Total Towal
Oomestic Domestic
Calonder | S| e | s | g | ge | s
Year Stute-Local) Expanditura 2 Expenditurs State-Local} Expenditure2 | Expenditura
Amount (in billions) As a Percent of GNP
1954 $ 469 $ 17.0 $ 299 12,9 47 82
1964 1108 42.9 67.9 175 6.8 107
1969 1916 726 119.0 206 78 128
1970 2158 82.6 133.2 221 8.5 136
1971 2452 96.4 1488 232 9.1 141
1972 2782 1133 164.9 240 8.8 142
1973° 3108 126.4 184.4 240 9.8 14.2
1974 est. 354.0 149.5 2045 254 107 147
Percentage Distribution Annual Percent Change
1954 100.0 36.2 63.8 — - —
1964 100.0 387 61.3 9.0* 97¢ - 85*
1969 100.0 379 62.1 116° 11.1° 11.8%
1970 100.0 383 81.7 126 13.8 18
1971 100.0 393 60.7 136 16.7 1.7
1972 100.0 40.7 59.3 135 1786 108
1973 100.0 40.7 59.3 117 1.6 11.8
1974 100.0 42.2 57.8 138 18.3 109

Note: All Federal aid to state and local governments, including general revenue sharing payments is included as state-local expenditure
and excluded from Federal domestic expenditure.

" National Income and Product Accounts

2Excludes Federal expenditure for nationsl defense. intemational affairs and finance, space research and technology. and the estimated

portion of net interest attributable to these functions. Includes Social Security (OASDHI).

3partially estimated

4annual average increase 1954 ta 1964,

SAnnual average increase 1964 to 1969.

SQURCE: ACIR statf compitation based on U.S. Department of Commerce, Office of Business Economics, Survey of Current Business,
various years; Budget of the United States Government, various years: and ACIR staff estimates.
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CHART IV

Social Security and Federal Aid Emerge as the New Dimensions
Sector: 1954-1974
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TABLE IV

Sacial Security and Federal Aid Emerge as the New Dimensions in our Steadily
ding Federal D ic Sector': 1954, 1964, and 1969 through 1974

(Federal Domestic Expenditure)

Fedarsl Domestic Exponditure Fadarsl Domestic Expenditure
Social Social
Calandar Security Fodura) All Security Federal Al
Vear {OASDHI Ak? Other® {OASDHI) Aid? Other®
Amount {in billions} As a Percent of GNP
1954 $ 42 $ 29 $128 12 08 35
1964 17.5 104 254 28 1.6 4.0
1969 354 203 372 38 22 40
1870 41.2 244 414 4.2 25 4.2
1971 47.6 29.0 488 45 27 4.6
1972 531 374 60.2 46 32 52
19734 64.3 405 62.1 5.0 31 48
1974 est. 76.0 435 735 5.4 31 53
Percentage Distribution Annual Percent Change

1954 21.1 14.6 64.3 — _ _
1964 328 19.5 477 15.3° 13.6° AN
1969 38.1 219 40.0 15.1°¢ 14.3% 7.9%
1970 385 228 387 16.4 20.2 11.3
1871 380 231 38.9 155 189 179
1872 352 248 39.9 11.6 29.0 234
1973 385 24.3 372 211 8.3 32
1974 395 223 382 182 6.2 18.4

"National Income and Product Accounts

2Federal aid undar this saries “Nationsl Income Account” differs slightly from the Federal payments (Census) series used in a subse-
quent table showing Fadera aid by major purpose. The major differance is the inclusion of Federal payments for bow-rent public housing
{est. at $1.3-billion in 1974) in the Census serias but excluded by definition from this series. Includas Federal general revenue sharing.

3includes diract Faderal expenditure for education; public assistance and reliel. veterans benefits and services; commerce, ransporta-
tion, and housing: etc.

4Partially estimated
Sannual average increase 1954 to 1964,

BAnnual average increase 1964 to 1969,

SOURCE: ACIR stalf compilation based on U.S. Department of Commerca, Office of Business Economics, Survey of Current Business,
varigus years; Budget of the United States Government, various years; and ACIR staff estimates.

15




CHART V
The Increasing State Share of The State-Local Sector: 1954-1974

Own Source

Exponditures as
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TABLEV

The Increasing State Share of the State-Local Sector:
1954, 1964 and 1969 through 1974

{State and Local General Expenditure, From Own Funds)

From Dwn Funds 1 From Own Funds |
Cocal Governments
Fiscal Seate oroar School State el School
Year Govemmunts Districts Districts Govemments Districts Distriets
Amount {in millions) As a Percont of GNP
1954 $12,861 $10.561 $ 4314 38 29 12
1964 27.685 21283 10,332 45 35 17
1969 49,306 32,471 15.798 55 36 18
1970 55,437 36,955 17.082 58 39 18
1971 63,750 42,119 18.659 6.3 4.2 1.8
1972 68,624 46.415 20.581 8.2 42 1.9
1873 74,535 45,483 21812 6.1 37 18
1974 est. 81,000 49.000 23.500 6.0 37 1.8
Parcantage Distribution Annuat Parcent Change
1954 46.4 38.1 15.6 - — -
1964 46.7 359 17.4 7.92 7.3% 9.1%
1969 50.5 333 16.2 12.2° 88* 8.9°
1970 50.6 338 15.6 124 138 8.1
191 51.2 3338 150 16.0 140 92
1972 506 342 15.2 7.6 10.2 10.3
1873 526 321 154 86 -2.0 8.0
1974 528 319 15.3 8.7 7.7 7.7

Note: The National Income and Product Accounts seriss. used in the previous tables. does not provide a breskdown betwesn state and
Tocal governments. This table is based on data from the U.S. Bureau of the Census series, and is on @ fiscal year basis,

TExcludes Federal aid, and utility. liquor store. and insurance trust expenditures. Insurance 1rust systems are government administered
programs for employee etirament and social insurance protection relating to workmen's
old age, survivors”, disability. and health insurance. and the like.

2annust average increase 1954 to 1864,

3annual average incresse 1964 to 1969,

SOURCE: ACIR staff compiiation based on U.S. Bureau of the Census, Governmental Finances. various yoars; and ACIR staff esti-
mates.




CHART VI
The Federal Individual Income Tax and the Social Security Tax Now Dominate the
Faderal Revenue System: Fiscal Years 1954 and 1974

1954

%8}
anuaael

e aueInsul

All other taxes (2%) »

Individual
income tax
{39%)}

Sales,

gross receipts
& customs
114%)

Carporation

income tax
(28%)

1974

Insurance
trust
revenue '
{26%})

Individual
income tax

ARl other taxes {2%) > P Corporation

Source: Table Vi, .
Mainly Social Security receipts (24 percent of total revenue in 1974).
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The Federal Individual Income Tax and the Social S

TABLE VI

Tax Now
the Federal Revenue System: 1954, 1964, and 1969 through 1974

|

Tax Ravenuo

Income
. Sales, G Insurance Trust
Fisoal | w2 | cnegen | ™
Year Revenue Totel Total ! fndividual | Corporation |  Customs Miscetlaneus | (Includes OASDHI)
Amount {in billions}
1954 § 758 § 638 S 624 § 295 s21.1 $10.4 $74 $ 80
1964 1210 102.3 90.5 48.7 235 14.8 11.8 187
1969 199.6 162.8 146.0 87.2 36.7 17.8 16.8 36.8
1970 205.6 163.6 148.1 90.4 32.8 18.3 175 42.0
1971 2025 156.9 137.3 86.2 26.8 19.4 19.6 45.7
1972 2234 172.1 153.7 94.7 322 201 184 513
1973 2478 187.6 1665  103.2 36.2 19.7 221 60.2
19742 281.0 209.0 1840 1188 38.7 205 25.0 72.0°
Annual Percent Change
1964 -~ - — - - — - —
1964 4.8* 38 384 51* 1.1 36* 4.8 12.0*
1969 10.5° 9.7° 10.0° 124° 9.3° 3.8 7.3 145°
1970 30 0.5 o1 3.7 106 2.8 42 141
1971 ‘15 -4 6.0 48 -18.3 6.0 12.0 838
1972 103 97 1.9 99 20.1 36 6.1 12.3
1973 10.9 9.0 7.7 3.0 124 2.0 20.1 173
1974 134 1.4 112 15.1 5.9 a1 13.1 19.6
Percentage Distribution

1954 100.0 92.1 82.3 38.9 27.8 137 938 7.9
1984 100.0 845 7438 402 19.4 122 938 15.5
1974 100.0 74.4 65.5 42.3 138 7.3 89 25.6°

1ineluding amounts for categories not shown separately.

2Zpartially estimatod.

3 Includes DASDHI recsipts of $67.5-billian (24 percent of total revenue.

4 Annual averags increase 1954 to 1964.

S annual average increase 1964 to 1969,

SOURCE: ACIR staff compilation based on U.S. Bureau of the Census, Govarnmentsl Finances. various years: and ACIR staff

estimates.
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CHART Vil
The sm- and Local Revenue System Becomes More Diversified with the

in Property Taxes and Relati in State |
Taxes and Federal Aid: Fiscal Years 1954 and 1974
1954

Property Tax

Federal
aid

Charges &
Miscellaneous
general

Sales
& gross
Teceipts tax

o

Al other
revenue

Property Tax

117,“

Federal aid

1%}

Sales
& gross
receipts tax

1
Includes wtility, liguor store,

Source: Table Vil. fag 7} and insurance trust revenue.
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TABLE VIl

The State and Local Revenue System Becomos More Diversified with Relative
Decline in Property Taxes and i in State | Taxes and
Federal Aid: 1954, 1964, and 1969 through 1974

Goneral Riovenus
Tax Ravenus
Charges and | Utility. Liquor
. Totat Saios, and Miscellaneous |  Store, and
Fiscal | suate-Local Foderal Groes Genersl | Insurance Trust
Year Ruvenue Total Aid Total' Property Roceipts Incoma Revenue Revenue
Amount {in
1954 $ 354 $ 290 $ 30 $ 221 $ 100 $ 73 $ 1.9 $ 40 $ 6.4
1964 815 68.4 100 47.8 21.2 15.8 55 10.7 13.0
1969 132.2 1145 19.2 76.7 307 26.5 121 18.7 17.6
1970 150.1 1308 219 86.8 341 303 146 221 19.4
1971 166.1 1449 281 95.0 379 332 15.3 238 21.2
1972 189.7 166.4 313 108.8 421 375 19.7 26.3 23.4
1973 2176 190.2 393 1211 45.3 420 234 298 274
1974 2343 2048 410 131.8 48.8 47.2 25.6° 320 -29.5

Annual Percent Change

1954 - - - - - - - - -
1964 8.7 9.0¢ 128 8.0 7.8* 8.0* 11.2¢ 10.3* 7.3¢
1969 102°  109° 139° 9.9° 7.7¢ 10.9° 17.1° 11.8° 6.2°
1970 135 142 141 13.2 1.1 143 207 182 10.2
1971 107 108 182 94 1.1 9.6 4.8 77 9.3
1972 142 148 199 145 1.1 13.0 28.8 105 10.4
1973 147 143 258 113 76 120 18.8 13.3 17.1
1974 16 77 43 88 17 124 94 74 77
Percentage Distribution
1954 1000 819 85 62.4 28.2 206 5.4 13 18.1
1964 1000 838 123 §8.7 26.0 194 6.7 13.1 16.0
1974 1000 874 175 56.3 208 20.1 10.9° 137 12.6

Tincluding amaunts for categories not shown separately.

2partially estimated

3Receipts from individual inconne taxes in 1374 were $19.6-hillion (8.4 percent of total revenue).
“Annual average increase 1964 to 1964.

SAnnual average increasa 1964 to 1969

SOURCE: ACIR staff compilstion based on U.5. Bureau of the Census, Governmuntal Finances, various years; and ACIR Staff esti-




CHART Vi

Most States an Above A in Tax B
1953 and 1973 are Located in The New England Mideast and Great Lakes Regions '

{State-Local Tax Revenue in Relation to State Personal Income}
U.S. AVERAGE U.S. AVERAGE
Delaware Washington
Comecticut Texas
Pennsylvania Utah
Maryland
New York
Alaska

illinois.

indiana
Gregon

New Mexico
Tennesses
New Jersey Wyoming
Virginia Atabama
Missouri

Ohio

Georgia
Nebraska
Verment Colorado
California North Carolina
Wisconsin

Rhade Island

South Carolina

Idaho
Michigan Now Hampshire
Kentucky ississippi

Massachusetts Kansas

West Virginia lowa
Nevada Arkansas
Hawail Florida
Montana Louisiana
Arizona South Dakota

Maine Oklahoma

Minnesota North Dakota?

IS U I ES— [ I VPO E—
1] 30 60 90 120 0 30 60 90 120
Parcent Percent

1 Average State-local tax burdens rose from 7.6 percent to 12.1 percent of personal income —an increase of
60 percent.

2percentage decrease { — 14.9 percent).
Source: Table Vil
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Most States R

TABLE Vil

an Above A

in Tax B

1953 and 1973 Are Located in the New England, Mideast and
Great Lakes Regions

(State-Local Tax

to State

Income)

Tax Revanue as a Parcent
of Personat Income

State Parcant Related to U.S. Average

(U.5. = 100.0)

Stats and Region 1973 108 Couema i _1e7 195 | rbemreasetot
UNITED STATES' 12.09 7.68 59.5 100.0 100.0 -
NEW ENGLAND 13.36 7.90 69.1 110.5 104. 6.0
Connecticut 12.80 6.06 111.2 105.9 79. 32,52
Maine 13.29 8.95 48. 109. 118, — 69
Massachusetts 14.19 .77 61, 117.4 11 15
New Hampshire 10.21 28 23. 4.4 109.2 —227°
Rhode Island 11.61 02 65 6.0 926 32
Vermont 16.01 .62 66.4 132.4 126.9 43
MIDEAST 13.80 7.46 5.0 114.1 98.4 16.0
Delaware 8.91 421 1116 737 B5. 32.8*
Maryland 12.00 6.33 9.6 9.3 83. 18.9°
New Jersey 1124 6.59 0.6 3.0 88. 7.0
New York 1623 879 846 1342 1160 187¢

i 12.19 6.17 97.6 1008 814 23.8°
GREAT LAKES 11.28 6.78 6.5 93.4 9.4 4.5
ttiinois 11.21 637 76.0 927 4.0 10.4
Indiana 10.07 7.08 42.2 83 3.4 —108
Michigan 12.08 7.31 65.3 99. 6.4 3.8
Ohio 9.86 5.87 68.0 81, 74 5.4
Wisconsin 1478 891 65.9 122.2 117.5 4.0
PLAINS 11.32 8.25 7.2 93. —14.0
lowa 11.08 0.2 91, —24.73
Kansas 10.53 0.9 87. —2423
Minnesota 13.74 6.5 113 — 82
Missouri 10.34 68.4 86. 1.0 5.6
Nebraska 10.40 35.2 86.0 101.6 —153°
North Dakota 9.59 —14.9 79.3 148.7 —48.7°
South Dakota 11.72 8.6 96.9 1423 —320°
SOUTHEAST 10.56 344 87.3 103.7 —1568
Alabama 9.59 37.0 79.3 923 —14.1
Arkansas 9.43 19.1 78.0 104.5 —26542
Florida 10.70 16.3 885 1204 —27.1°
Georgia 1043 36.0 86.3 101, —147
Kentucky 10.59 63.7 87.6 85.4 26
Louisiana 12.02 15.2 994 1378 —278°
Mississippi 11.38 215 94.1 123 —23.9°
Narth Carolina 10.49 27.2 86.8 108.8 —20.2°
South Carolina 10.67 239 88.3 1138 —223*
Tennessee 1010 38.0 835 | 96.6 —136
Virginia 10.38 70.4 859 80.3 7.0
West Virginia 10.97 61.1 90.7 89.8 1.0
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TABLE VIl

Most States R an Above A ] in Tax

1953 and 1973 Are Located in th: New England,
Great Lakes Regions {Cont'd.)

(State-Local Tax Revenue in Rulation to State Personal Income)

ideast and

Tax Revenue as a Porcent State Percent Relsted to U.S. Average
of Personal Income (U.8. = 100.0)

Stete and Region 1w 1953 s to| 1om I e
SOUTHWEST 10.22 7.34 39.2 84.5 96.8 —12.7
Arizona 12.70 8.50 49.4 105.0 112.1 — 63
New Mexico 12.06 8.66 39.3 998 1142 | —126
Oklahoma 9.67 9.07 6.6 80.0 119.7 | —33.2¢
Texas 9.75 6.68 46.0 80.6 88.1 — 85
ROCKY MOUNTAIN 11.66 8.60 36.6 96.4 1135 | —15.1
Colorado 11.44 893 28.1 94.6 117.8 —19.7¢
Idaho 11.11 9.00 23.4 91.9 118.7 —22.6°
Montana 12.07 7.62 584 99.8 100.5 — 09
Utah 1217 8.44 44.2 100.7 1113 — 95
Wyoming 12.04 873 37.9 99.6 11562 | —135
FAR WEST* 13.63 8.34 62.2 111.9 110.0 17
California 13.99 8.41 66.3 115.7 1109 43
Nevada 1272 7.93 60.4 105.2 104.6 0.6
Oregon 11.72 8.24 42.2 96.9 108.7 —1098

i 11.80 8.07 46.2 97.6 1065 | — 84
Alaska 8.92 5.03° 77.3 738 66.4 111
Hawaii 13.05 8.23% 58.6 107.9 108.6 — 08

VExcluding the District of Columbia.

2jndicates states that hava increased their relative tax burdens by 15 porcent or more.
3indicates states where the relative tax burdan has ‘allan by 15 percent or more.
4excluding Alaska and Hawaii

Sestimated, based on the U.S. average change between 1953 and 1957 (the eartiest year raadily available)

SOURCE: ACIR staff compilation based on U.5. Department of Commerte, Office of Business Economics, Survey of Current Business,

various years; and U.S. Bureau of the Census, Govemmental Finances. various years.
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CHART 1X
Federal Aid Regi a i in
Own Source Revenue: 1954-1974
{Federal Aid as a Percent of State-Local General Revenue From Own Sources)

to State-Local

Percent

= m Hausing and urban renewal
m Highwavs
m Education

20 Public welfsre

DI

1954 1964 1974
FISCAL YEARS

1
Includes general revenue sharing payments in 1974 (3.7 percent of state-local revenue)

Source: Table IX

26



TABLE IX

Federal Aid Regi: aD i in Relation to State-Local
Own Source Revenue: 1954, 1964, and 1969 through 1974

Totel Federal Aid
As a Porcont
of Btate-Local "A“ ::"
u Housh nclud
Fiacal ot v S ol e
Year Amount Sources Education Highways Woltars Renewal Sharing')
Amount {in millions}
1954 $ 2,967 11.4 $ 475 $ 530 $ 1.439 $ 90" § 433
1964 10.097 17.3 1.371 3.628 2973 564 1,661
1969 19.421 204 47175 4,352 6,358 921 3.015
1870 23257 21.4 5.844 4,608 7574 1,609 3.622
1971 27,500 23.2 6.802 4,987 9.766 1611 4,334
1972 33,584 249 7.941 5.108 13.251 1.981 5,303
1973 41666 27.6 8,666 52786 12,097 2a21 13,506
1974 43,500 265 9,200 5,650 13,000 2,300 13,360
Annual Percent Change
1954 — — - - - - -
1964 13.0? - 11,22 21.22 7.5 20.12 13.72-
1969 14.0° — 28.3% 3.7¢ 16.4% 10.3% 14.1°
1970 19.8 - 224 59 19.1 74.7 201
1971 182 - 16.4 82 289 0.1 19.7
1972 221 - 16.7 24 357 23.0 22.4
1973 241 - 2.1 33 -8.7 71 154.7
1974 4.4 — 6.2 71 75 8.4 -12
Percentage Distribution
1954 100.0 - 16.0 17.9 485 13.0 14.6
1964 100.0 - 136 359 294 56 155
1974 100.0 — 211 13.0 2998 63 307
* Estimate.

Vincludes Federal general revenue sharing payments of $6.636-millian in 1973, and $6,100-million in 1974,
2annual average increase 1954 to 1964.

SAnnual averags increase 1964 to 1969

SOURCE: ACIR staff compilation based on U.S. Bureau of the Cenpsus, Governmental Finances. various years; and ACIR Staff esti-
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CHART X

State Aid i Steady in Relation to Local Own Source Revenue:
1954-1974
Percent (State Aid as a Percent of Local General Revenue From Own Sources)
62.5

500 —
m Public Waitare

9

375

vvvvvvvv

FISCAL YEARS

@

ource: Table X.
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TABLE X

State Aid Regi: Steady in Relation to Local
Own Source Revenue: 1954, 1964, and 1969 through 1974
Total Buate Ald
Fa v Parcent
" of Local General
Fiscal Eovarusn Erom, Public

Year Amount own Sources Mighways. Wetta: Al Other
1954 $ 5679 41.7 $ 871 $1.004 $ 274
1964 12,968 429 1,053 7.664 1,524 2.108 619
1969 24,779 540 2135 14.858 2,109 4,402 1.275
1970 28,892 56.2 2,958 17,085 2.439 5.003 1.408
1971 32,640 57.3 3.268 19,292 2.507 5760 1.823
1972 36.753 51.0 3752 21195 2,633 5,944 2.235
1973 40,822 57.9 4,280 23316 2,953 7532 2,742
1974 est. 45,000 575 4,700 25.800 3.200 8,400 2,900

Annual Percent Change
1954 -~ - - - - - - -
1964 86" - 5.8" 101" 5.8 77" 85’
1969 138°* - 15.2° 14.2° 672 15.9* 15.6°
1970 186 - 385 15.0 156 13.7 104
1971 13.0 - 101 12.9 28 15.1 295
1972 126 - 15.2 9.9 5.0 206 226
1973 111 - 14.1 10.0 12.2 85 227
1974 10.2 - 9.8 10.7 84 1.5 5.8
Percentage Distribution

1954 100.0 - 106 516 153 17.7 48
1964 100.0 - 8.1 59.1 18 16.3 48
1974 100.0 - 104 57.3 71 18.7 6.4

annual average increase 1954 1o 1964.

2Apnual average increase 1964 ta 1969,

SOURCE: ACIR staff compilstion based on U.S. Bureau of the Census, Governmental Finances, various years; and ACIR staff esti-

mates.




CHART X1

The State-Local Sector i the p Gains: 1955-1973
Pe':m A. Average Annual Percentage Change
_-—-—""—-—-—.-~-—"-—._
——
5 ——
Public education ——"" e
State-local general government — e
R Non-school —————,

Private
industries
ustries ="

i

Federal general
civilian government
0

~

L T S |
1955-1960 1960-1965 1965-1970 1970-1973
CALENDAR YEARS
B. Percentage Distribution’
100
State-local - ‘State-local
80 A
60 L
Private Private
40 i i i
20 1
0
1955 CALENDAR YEARS 1973

1Excludlng Federal military (3.0-million in 1955 and 2.3-million in 1973)
Source: Table X
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TABLE XI

The State-Local Sector Regi: the G l Gains: 1955-1973
A. Number of Full Time Equivalert Employees
L Natmber of Full Time persent
Industry Equivalent Employees in thousands} Incraass of
[ 1871 1970 1965 1860 1955 Decreasa(—}
Al industries 75,948 71,587 62,586 57.088 54,864 384
Private industries 61,246 57,138 50,742 46,676 45,103 358
Agriculture, forestry
& fisheries 1,388 1.373 1,658 1923 2040 — 320
Mining 643 629 637 701 807 — 203
Contract construction 3.954 3,481 3212 2,863 2.807 40.9
Manufasturing 20,147 19.415 18,087 16,761 16,959 188
Transportation 2.422 2.430 2,296 2.359 2583 — 62
Comimunication 1.148 1,112 871 832 831 38.1
Electric. gas & sanitation
services 728 691 626 616 587 240
Wholesale and retail trade 14,060 12.907 10916 9.874 9.234 52.3
Wholesale trade 3835 3579 3.103 2.828 2,600 475
Retail trade 10,225 9.328 7.813 7.046 6.634 54.1
Finance, insurance & real
estate 3,709 3.364 2,768 2472 2,186 69.7
Services 13.047 11,736 9,671 8275 7.069 846
General civilian government 11.093 10,062 8,269 6.934 5.854 89.5
Federal 2,010 2,036 1,837 1745 1,716 17.1
State & local 9,083 8,026 6.432 5.189 4.138 1195
Public education 4,812 4.226 3,289 2494 1,915 1513
Non-school 4,271 3.800 3,143° 2.695 2,223 921
Government enterprises &
military 1 3,605 4.383 3.841 3484 3902 — 76
asa of Private Industry Emplaymsnt
General civilian government 18.1 17.6 16.3 14.9 13.0
Federal 33 3.6 36 3.7 38
State & local 14.8 14.0 127 1.1 92
Public education 7.9 74 65 5.3 42
Non-school 70 8.7 6.2 5.8 4.9
Government enterprises &
military 59 77 76 74 86

Private-Public Employment Growth: 1955-1973

Private 35.8%

Federal general civilian government  17.1

State-local general. government 1195
Public education 151.3
Non-school 921

UFeteral military. 2.3-mitlion in 1973; and Faderal, stats. local enterprises, 1.3-million in 1973

SOURCE: ACIR stsff compilations based on U.S. Department of Commerce, Survey of Cusrart Business, vsrious years (National income
Account).

31




The State-Local Sector

TABLE XI

The G

(Cont'd.}

Gains: 1955-1973

B. Average Annual Percent Change in Number of Employees

Average Annual Increase or Dacreass | —}

Industry in Number of Employses Between —
1965-1973 1970-1973 1985-1970 1960-1985 1956-1860
All industries 1.8% 2.0% 26% 1.9% 0.8%
Private industries 17 23 24 1.7 0.7
Agriculture, forestry &
fisheries -21 0.4 —37 —2.9 —-12
Mining —1.3 0.7 —-03 —-19 —2.8
Contract construction 19 4.3 18 23 0.4
Manufacturing 1.0 1.2 1.4 15 —-02
Transportation —0.4 —0.1 11 —05 —1.8
Communication 18 1.1 5.0 09 M
Electric, gas & sanitation
services 12 1.8 20 03 1.0
Wholesale and retail trade 24 29 3.4 2.0 1.3
Wholesale trade 22 23 29 19 1.7
Retail trade 24 31 36 21 1.2
Finance, insurance & real
estate 30 3.3 4.0 23 25
Services 35 36 39 3.2 32
General civilian government 36 33 40 386 34
Federal 09 —0.4 21 1.0 03
State & local 45 4.2 45 4.4 4.6
Public education 53 4.4 5.1 57 5.4
Non-school 3.7 4.0 39 31 38
Government enterprises &
military —0.5 —6.3 27 20 —22

Government Related to Private Industry {Private Industry Percent Change = 100.0)

General civilian government
Federal
State & local
Public education
Non-school
Government enterprises &
military

211.8

52.9
264.7
311.8
2178

—-29.4

435
—174
1826
1913
173.9

—273.9

166.7

875
187.5
2125
1625

1128

2118 485.7

58.8 429
258.8 657.1
335.3 771.4
1824 557.1

117.7 —3143

* Less than 0.05 percent.

SOURCE: ACIR staff compilations based on U.S. Department of Commarce. Survey of Currant Businass, various years {Nations! Income

Account).
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TABLE Xl

Federal E Y Regi: the G Wage Gains: 1955-1973

A. Average Annual Earnings

] Average Annual Earnings Per Full Time Employee I Poccort
tndustry Increess
1973 1979 1906 1880 1956 ‘} 1966-1973
Al industries $ 9106 $ 757 $ 5710 $4.743 $3.851 1385
Private industries 8.900 7471 5,708 4,759 3,882 129.3
Agriculture, forestry &
fisheries 4,083 3,265 2,053 1.658 1.37¢ 194.5
Mining 11,448 9.269 6.785 5.676 4.689 1441
Contract construction 10.694 9.294 6,595 6,443 4,388 143.7
Manufacturing 9.758 8,153 6.389 6,352 4,356 1240
Transportation 12.740 9,988 7,485 6,185 4823 164.2
Communication 10.814 8.397 68617 8,369 4,237 165.2
Electric gas & sanitation
services 11.743 9.680 7.282 5,992 4,704 149.6
Wholesale and retail trade 8.053 6,895 5.436 4,597 3.755% 1145
Wholesale trade 11,246 9.458 7.238 6,047 4844 1322
Retail trade 6.855 5912 4,721 4.015 3,329 1059
Finance, insurance & real
estate 9,626 8,035 6.065 5,030 4,051 1361
Services 7.115 5932 4,295 3,513 2,831 1513
General civilian government 10.089 8.384 6.072 4,875 3.863 161.2
Federal 12,984 10519 7.614 5.895 4,589 1829
State and local 9,448 7.843 5,632 4,532 3,562 1656.2
Pubiic education 9.624 8,140 5,847 4,752 3.608 166.7
Non-school 9.248 7512 5,407 4,327 35623 1625
Government enterprises &
military 9589 7.001 4,952 4,280 3474 176.0
a of Private Y i
Genaral civilian government 1134 122 106.4 102.4 99.5
Federal 145.9 1408 1334 1239 1182
State and local 106.2 105.0 987 95.2 918
Public education 108.1 109.0 102.4 9949 929
Non-school 103.9 1005 94.7 909 90.8
Government enterprises &
military 107.7 93.7 86.8 89.9 89.5
Private-Public Wage Gains: 1955-1973
Private 129.3
Federal general civilian government 1829
State-local general government 165.2
Public education 166.7
Non-school 1825

SOURCE: ACIR stalf compilations based on U.5. Department of Commerce, Swrvey of Curromt Business, various years (National Income
Aceount).
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TABLE Xl

Federal ploy Regi the Wage Gains: 1955-1973
(Cont’d.)

B. Average Annual Percent Increase in Earnings

Average Annual increase in Earmings Betwsen

Industry | 1956-1973 1570-1973 1965-1870 1960-1965 1865-1960
All Industries 4.9% 6.3% 5.8% 3.8% 4.3%
Private industries 4.7 6.0 58 37 4.2
Agriculture, forestry &
fisheries 8.2 76 9.7 44 38
Mining 5.1 73 6.4 36 39
Contract construction b1 48 71 39 4.4
Manufacturing 46 6.2 5.0 36 4.2
Transportation 5.5 85 58 39 5.1
Communication 53 8.8 49 43 4.8
Electric gas & sanitation
services 52 6.7 58 4.0 5.0
Wholesale and retail trade 4.3 5.3 49 34 4.1
Wholesale trade 4.8 59 65 3.7 45
Retail trade a1 5.1 46 33 3.8
Finance, insurance & real estate 49 58 58 38 4.4
Services 53 6.2 6.7 41 4.4
General civilian government 55 64 6.7 45 48
Federal 5.9 73 8.7 53 5.1
State and local 5.6 6.4 68 4.4 49
Public education 5.6 57 68 42 5.7
Non-school 5.6 72 638 4.6 4.2
Governmaent enterprises &
military 6.8 1.1 7.2 30 43

Government Related to Private Industry (Private Industry Percent Change = 100.0}

General civilian government 117.0 106.7 1218 121.6 1143
Federal 1255 1217 121.8 143.2 121.4
State and local 119.1 106.7 1236 1189 116.7

Public education 1191 95.0 1236 1135 135.7
Non-school 117.0 120.0 1236 1243 100.0

Government enterprises &

military 123.4 185.0 1309 81.1 102.4

SOURCE: ACIR staff compilations based on U.S. Department of Commerce, Survey of Current Businwss, various years (National in-
come Account).
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SELECTED ACIR PUBLIC FINANGE REPORTS
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D.C.: June 1961), 20 pp.
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(Washington, D.C.: September 1961), 68 pp.
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Federal-State Coordination of Personal Income Taxes, A Commission Report A-27, (Washington,
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What is ACIR ?

The Advisary Commissicn on Inier-
governmenial Belations (ACIR) was
creatad by Congress i 1939 10 monitar
the aperation of the American federal
syatem and (o recommend improvements. ACIR is a
permanent natianal partsan body representing the
executive and leguslative branches of Federal, State and
local government and the public.

Z

O the 26 Caommission members, nine represent the
Federal government, 14 represent State and local gov-
ernments and three represent the general public.
Pwenty members are appointed by the President. He
names three private citizens and three Federal execu-
Live officials directly and selects four povernars, three
State legislatars, faur mayvors and three elected county
officials from slates naminated, respectively, by the Ma-
tional Covernon” Conference, the Cauncil af State
Governments, the Mational League of Cines/L5. Cans
ference of dayors, and the National Association of
Countigs, The ather s1x are Mombers of Congress —
three senatars appointed by the President of the Senate
and three Representatives appointed by the Speaker of
the House, Commission members serve bwao-year [erms
and may be reappointed. The Commission names an
Execulive Director who heads the small professional
staff.

After selecting specific intergovernmental issues for
investigation, ACIR follows a enulti-step procedure thag
assures review and cammeni by represematives of all
points of view, all zifected levels of government, tech-
nical experts and imerested groups. The Commission
then delates each ssue and formulates its policy posi-
tions, Commission findings and recommendations are
published and draft bills and executive arders are
ceveloped w assist i implementing ACIR policies.
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