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PREFACE 

In order to provide more timely in- 
formation in a more convenient form, 
we have decided to divide our biennial 
publication Significant Features of 
Fiscal Federalism into four parts. This 
volume (part 1) traces the major trends 
in fiscal federalism since World War II. 

This publication will be followed 
shortly by Part II that describes Federal- 
state-local revenue and debt struc- 
tures. Somewhat later we will publish 
Part III, providing detailed informa- 
tion on the expenditure side of the 
intergovernmental fiscal equation. 

Robert E. Merriam 
Chairman 

. . . 
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TRENDS IN FISCAL FEDERALISM 

c 

HIGHLIGHTS 

In the score of years from the mid 
1950’s to the mid 1970’s, fiscal relation- 
ships between the levels of government 
have changed dramatically, and the pub- 
lic sector has grown much faster than 
the private sector. This publication pro- 
vides some data which will help the 
reader to evaluate these trends. 

The reader should be aware that 
trends in this publication are attributable 
to many factors, including inflation, pop- 
ulation growth, urbanization, and as- 
sumption of the costs of programs pre- 
viously administered at other levels of 
government or by the private sector. 
Other growth factors include revisions in 
priorities leading to new governmental 
activities and efforts to improve service 
levels and performance. 

The following paragraphs provide a 
narrative summary derived from the sta- 
tistical tables and charts which follow. 

EXPENDITURES 

Government expenditures as a per- 
centage of all the goods and servlces 
produced by the national economy 
(GNP) have risen from 26.5 percent of 

GNP in 1954 to 34.2 percent in 1976. 
While both the Federal and state-local 
components of the public sector have 
increased, the state-local sector has 
increased at a faster rate, from 7.4. per- 
cent of GNP in 1954 to 11.0 percent in 
1976, a 49 percent increase. During the 
same period, the Federal sector in- 
creased from 19.1 percent to 23.2 per- 
cent of GNP, a 21 percent increase. 
(Table I.) 

Civillan domestic expenditures (in- 
cluding social security) increased dra- 
matically from 13.6 percent of GNP in 
1954 to 26.6 percent In 1976. The growth 
of civilian domestic expenditures was fi- 
nanced in two ways: about half from new 
or increased taxes and deficit spending, 
and the other half by a shift in Federal 
expenditures from national defense to 
civilian programs. (Tables II, Ill, and lll- 
A-upper right hand portions.) 

Among the major programs, social 
security and Federal aid stand out as the 
fastest growers in the expanding Federal 
domestic sector; however, the rate of 
Federal aid growth has declined in re- 
cent years. Social security expenditures 
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have grown to the equivalent of 5.8 per- 
cent of GNP in 1976 compared to only 
1.0 percent in 1954. This program has 
emerged as the fastest growing major 
component of Federal domestic expen- 
ditures. 

Federal aid to state and local gov- 
ernments (including welfare transfer 
payments) increased at an average an- 
nual, rate of 14.5 percent between 1954 
and 1971; however, the rate of increase 
slowed significantly following the enact- 
ment of “no strings attached” general 
revenue sharing in 1972. The revenue 
sharing program may have contributed 
to this slowdown. The temporary jump in 
Federal aid in 1975 largely reflected in- 
creases to help state and local gov- 
ernments combat unemployment during 
an economic recession. (Table IV-the 
right hand portion.) 

In the state-local sector, the state gov- 
ernment role is steadily expanding. The 
state government’s share of state-local 
general expenditure from own funds has 
increased from 46.4 percent in 1954 to 
55.5 percent in 1976. Among local gov- 
ernments, school district spending has 
leveled off and trended downward in 
relation to GNP, after substantial growth 
between 1954 and 1971. (Table V.) 

Social Welfare Expenditures 

The Federal government has emerged 
as the ever more dominant provider of 
income maintenance throughout the 
post World War II period. Federal income 
support outlays-including social insu- 
rance and public assistance payments 
-grew from about 50 percent to 67 
percent of public and private spending 
on income maintenance in the period 
1950-i 975. (Table VI I .) 

Notwithstanding this dramatic in- 
crease in the Federal share, state and 
local expenditures increased in absolute 
terms, rising from $8 billion in 1965 to 
$30 billion in 1975. Most of this increase 
can be attributed to the rise in (a) public 
assistance outlays from $2.7 billion to 
$12.5 billion and (b) public employee 
pension payments from $1.7 billion to 
$7.3 billion. 

Since the mid 1960’s Federal financial 
support for health and medical activities 
has risen rapidly. Between 1965 and 
1975 the Federal share of total public 
and private outlays for health and medi- 
cal care rose from 11.8 percent to 28.5 
percent. The enactment and rapid 
growth of the Medicaid and Medicare 
programs are primarily responsible for 
this sharp increase. (Table VIII, espe- 
cially column 4.) 

For the past 25 years, the shares of 
school expenditures provided by the 
public and private sectors have remained 
relatively constant. Education outlays 
stem mainly from public sources (about 
85%) rather than private sources (about 
15%). Most of the fluctuations in Federal 
support reflect variations in outlays for 
veterans’ educational programs. (Table 
IX.) 

The Federal government now provides 
about two-thirds of public and private 
outlays for welfare services other than 
public assistance. In contrast, the Fed- 
eral share was slightly less than one- 
third of the total in 1950. This social 
welfare services category includes food 
stamps, surplus food for the needy and 
for institutions, child nutrition, institu- 
tional care, child welfare, economic op- 
portunity and manpower programs, vete- 
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rans’ welfare services, vocational 
rehabilitation, and housing. (Table X.) As 
previously noted, cash outlays for public 
assistance are included in the income 
maintenance category. 

REVENUES 

Federal own source general revenue 
has been growing at a slower pace than 
that of the state-local sector. Major Fed- 
eral income tax cuts and the fact that 
neither social security nor deficit financ- 
ing is counted as “general revenue” ex- 
plain this trend. State governments in the 
aggregate doubled their share of total 
Federal-state-local general revenue be- 
tween 1952 and 1975, from about one- 
eighth to about one-fourth. (Table Xl.) 

The Federal government has come to 
rely on taxes measured by individual 
income to raise both general and insu- 
rance trust revenue. By 1976, personal 
income taxes and social security pay- 
ments (FICA) accounted for two-thirds 
of total Federal revenue whereas in 1954 
these levies produced less than half of all 
Federal revenues. (Table XIII.) 

Increased reliance by state and local 
governments on Federal aid, income 
taxes, and fees and charges has pro- 
duced a far more diversified state-local 
revenue system than : existed 20 years 
ago. Based on 1976 estimates the na- 
tional picture reveals a fairly high degree 
of balance-Federal aid 19.9 percent; 
property tax 18.5 percent; sales and 
gross receipts 18.7 percent; income tax 
11 .l percent; charges and miscellaneous 
15.4 percent; and utility, liquor store, and 
insurance trust revenue 12.5 percent. 
(Table XIV.) 
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TAX BURDENS 

While the direct tax burden of the 
“average” family increased by 92.4 per- 
cent during the period 1953-1975, fami- 
lies earning four times the national aver- 
age experienced an increase of 46 
percent. The “average” family in 1953 
had an income of $5,000 and paid 11.8 
percent of family income in direct Fed- 
eral, state, and local taxes. By 1975, the 
“average” family had an income of 
$14,000 and paid 22.7 percent. A family 
earning $20,000 in 1953 paid taxes 
amounting to 20.2 percent of income. In 
1975 a comparable income was $56,000 
and the tax burden was 29.5 percent. 
(Table XVI.) 

Although state-local tax burdens have 
increased dramatically-from an aver- 
age of 7.6 percent of personal income in 
1953 to 11.9 percent in 1975-there re- 
main great interstate variations. In 1975, 
state-local tax burdens ranged from 9.51 
percent of income in Ohio and Tennes- 
see to 15.72 percent in New York. (Table 
XVII.) 

When measured on a per capita basis, 
state-local taxes also vary widely among 
regions and states. While the 1975 state- 
local tax collections averaged $666 per 
capita, the regional per capita figures 
range from $490 for the Southeastern 
states to $841 for the states of the Far 
West. As would be expected, interstate 
variations are even greater-from $405 
per capita in Arkansas to $1009 in New 
York State. (Table XVIII.) 

FEDERAL AND STATE AID 

Federal aid has grown as a proportion 
of state-local own source revenue In the 



period 1954 to 1976, and local gov- 
ernments in particular have come to 
depend more heavily on both Federal 
and state aid. Federal and state aid to 
local governments has increased from 
$5.9 billion in 1954 to $68.8 billion in 
1976, and now represents 43 percent of 
total local general revenue, compared to 
less than 30 percent as recently as 1959. 
(Tables XIX, XX, and XXI.) 

PUBLIC EMPLOYMENT AND 
WAGES 

Employment In the state-local sector 
has grown faster than any other major 
sector of the economy-public or private 
-during the last 20 years. The number 
of full-time state and local employees 
has increased from 4.1 million in 1955 to 
9.3 million by 1974, a -125 percent in- 
crease. During the same 20-year period, 
Federal employment increased by only 
19 percent and private employment by 
39 percent. (Table XXII.) 

For the period 1955 to 1974, average 
earnings In the Federal sector Increased 
by 194 percent, compared to 162 percent 
In the state-local sector, and 149 percent 
In the private sector.1 However, in recent 
years, for the period 1970-1974, the per- 
centage increase in earnings has been 
approximately the same for all three 
sectors, slightly under 29 percent. (Table 
XXIII.) 

PUBLIC DEBT AND 
INTEREST COSTS 

Throughout the postwar perlod Fed- 
eral debt expressed as a percentage of 

GNP has trended downward until recent 
years when record peacetime Federal 
deficits caused a leveling of the trend 
line. Federal debt as a percent of GNP 
declined steadily from 97 percent in 1949 
to 41 percent in 1969, and has remained 
between 35 to 40 percent since then. 
State-local debt increased from 8 per- 
cent of GNP in 1949 to 15 percent in 
1964, and has held steady for the last 
decade. (Table XXIV.) 

The average interest cost on long-term 
Treasury, corporate triple A, and high 
grade municipal bonds has tripled since 
1949. The yield on Treasury long-term 
bonds increased from 2.3 percent in 
1949 to 7.0 percent in 1975. For the same 
period, corporate triple A yields in- 
creased from 2.7 percent to 8.8 percent, 
and high grade municipal bonds rose 
from 2.2 percent to 6.9 percent. (Table 
XXV.) 

During the last 20 years government 
Interest payments have been rising at a 
faster rate than government revenues. 
Federal interest payments now equal 16 
percent of Federal general revenue up 
from 9.1 percent in 1954. During the 
same period, state and local interest 
payments have also slowly but inexora- 
bly come to claim a larger proportion of 
own source revenue-interest payments 
for states rose from 1.6 to 3.2 percent of 
own source revenue and for local gov- 
ernments from 3.9 to 6.3 percent. (Table 
XXVI.) 

‘These facts are intended only to highlight important 
fiscal trends in governments’ largest expenditure 
component-wages. ACIR has undertaken no re- 
search to Interpret or explain these trends which are 
at least partially attributable to the differences among 
the three sectors concerning employment composl- 
tion and factors affecting wages during the period. 
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CHART I 

The Growing Public Sector, 1929-1976 

Percent 

36 

(Expenditures as Percentages of Gross National Product) 

34 

, 
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f&J 34 39 44 49 54 59 64 65 66 67 66 69 70 71 72 73 74 75 1976 

CALENDAR YEARS 
est. 

Source: Table I. 
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TABLE I 

The Growing Public Sector’, Selected Years 1929-1976 
(Government Expenditure) 

Exhibit: 
Gross 

Total State Total State Natlonal 

Public and Public and Product 

Calendar Year Sector Federal2 Local* Sector Federal* Local* (In Bllllons) 

Amount (In billions) As a Percent of GNP I 
19293 $10.2 $2.8 $7.8 9.9 2.5 7.4 $103.1 
19393 17.4 8.9 8.5 19.2 9.8 9.4 90.5 

1949 59.3 41.3 18.0 23.0 18.0 7.0 258.0 

1954 97.0 89.8 27.2 28.5 19.1 7.4 388.3 
1959 131.0 91.0 40.0 ,28.9 18.7 8.2 488.5 

1984 178.3 118.2 58.1 27.7 18.8 9.1 835.7 

1989 285.8 188.4 97.2 30.5 20.1 10.4 935.5 
1970 311.9 204.2 107.7 31.7 20.8 11.0 982.4 
1971 340.5 220.8 119.9 32.0 20.7 11.3 1883.4 
1972 370.9 244.7 128.2 31.7 20.9 10.8 1,171.l 

1973 405.1 284.8 140.3 31.0 20.3 10.7 1,308.3 
1974 457.5 300.1 157.4 32.5 21.3 11.2 1,408.g 
1975P 525.1 358.9 188.2 35.0 23.8 11.2 1,499.o 
1978 est. 575.8 390.8 18510 34.2 23.2 11.0 1884.0 

Percentage Distribution Annual Percent Change4 

1929 100.0 25.5 74.5 - - - - 

1939 100.0 51.1 48.9 5.5 13.1 1.1 -1.3 
1949 100.0 89.8 30.4 13.0 18.8 7.8 11.0 
1954 100.0 72.0 28.0 10.3 11.1 8.8 7.3 
1959 100.0 89.5 30.5 8.2 5.4 8.0 5.8 
1984 190.0 87.0 33.0 8.1 5.4 7.8 5.5 

1989 100.0 88.0 34.0 10.0 9.8 10.8 8.0 
1970 100.0 85.5 34.5 9.2 8.4 10.8 5.0 
1971 100.9 84.8 35.2 9.2 8.0 11.3 8.2 
1972 100.0 88.0 34.0 8.9 10.9 5.3 10.1 
1973 100.0 85.4 34.8 9.2 8.2 11.2 11.5 
1974 100.0 85.8 34.4 12.9 13.3 12.2 7.7 
1975P 100.0 88.0 32.0 14.8 18.9 8.9 8.5 
1978 est. 100.0 87.9 32.1 9.8 9.4 10.0 12.3 

P - Preliminary 

Est. - Estimated 

‘National Income and Product Accounts. 

ZFederal aid included as Federal expenditure. 

aSubject to minor revision upon completion of the benchmark revision of national income and prOdUCt SCCOUntS. 

‘The percent ChSnQeS indicated for years prior to 1970 are annual average changes since the previous year shown. 

Source: ACIR staff compilation based on U.S. Department of Commerce, Bureau of Economic Analysis, Be&hmark Revi- 
sion of National Income and Product Accounts: Advance Tables, March 1978; Budget of the United States’ 
Government, various years; and ACIR staff estimates. 
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CHART II 

The Growing Domestic Public Sector-The Relative Decline in Defense Expenditure, 
1954-1976 

Percent (Expenditures as Percentages of Gross National Product) 

Defense Expenditures 

01” 1.1 I I I I I II 
1954 56 56 1960 62 64 66 66 1970 72 74 1976 

CALENDAR YEARS est. 

Source: Table Il. 
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TABLE II 

The Growing Domestic Public Sector - The Relative Decline in Defense Expendlturel, 
1954,1964, and 1969 Through 1976 

(Gknrnent Expenditure) , 

Domestic Domestic 
Total (Federal, Total (Federal 
Public State, and Defense? Public State, and tietense 

Calendar Year Sector Local) (Federal) Sector Local) 
: 

(Federal) 

Amount (in biiiions) As a Percent of GNP 

1954 ; $97.0 $49.9 $47.1 26.5 13.6 J ’ 12.9 

1964 176.3 112.3 64.0 27.7 17.7 10.1 

1969 265.6 190.1 95.5 30.5 20.3 10.2 
1970 311.9 217.6 94.! 31.7 22.2 9.6 
1971 340.5 249.1 91.4 32.0 23.4 6.6 
1972 370.9 275.4 95.5 ’ 31.7 23.5 6.2 
1973 405.1 307.3 97.6 31.0 23.5 7.5 

- ‘1974 ‘. 457.5 351 .Q 105.6 32.5 25.0 . I 7.5 
19753 525.1 410.5 114.6 35.0 27.4 7.6 
1976 est. 575.6 450.7 124.9 34.2 26.6. 7.4 

Percentage Distribution Annual Percent Change 

1954 100.0 51.4 46.6 - - - 

1964 100.0 63.7 36.3 6.24 6.4’ 3.14 

1969 100.0 1 66.6 33.4 10.15 11.15 i 6.35 
1970 100.0 69.8 30.2 9.2 14.8 -1.5 
1971 100.0 73.2 26.6 9.2 14.4 ! i -2.9 
1972 100.0 74.3 25.7 6.9 10.6 4.5 
1973 100.0 75.9 24.1 9.2 11.6 ” 2.4 
1974 100.0 76.9 23.1 12.9 14.5 6.0 
19753 100.0 76.2 21.8 lp.8 18.7 6.5 
1976 est. 100.0 76.3 21.7 9.6 9.6 9.0 

‘National Income and Product Accounts. 
., 
I.4 

: 
ZNational defense, international affairs and finance, and space research and technology. Also includes the estimated 
portion of.net interest attributablq to these functions. 

3Partially estimated. 

“Annual average increase 1954 to 1964. 

SAnnual average increase 1964 to 1969. 

Source: Ak(R staff compilation based on U.S. Department of Commerce, Bureau of Economic Analysis, Benchmark Revi- 
sion of National Income and Product Accounts: Advance Tables, March 1976; Budget of the United States 

Government, various years; and ACIR staff estimates. 
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CHART III 

The Growing Federal Role in the Domestic Pub/it Sector, 1954-1976 

Percent (Own Source Expenditures as Percentages of Gross Natlonal Product) 

32 

26 

24 

16 

12 

10 

8 

1954 56 56 1960 62 64 66 66 1970 72 74 1976 
CALENDAR YEARS 

est. 

Source: Table Ill. I 



TABLE III 

The Growing Federal Role in the Domestic Public Sector’, 
1954,1964, and 1969 Through 1976 

*(Goyernment Domestic Expenditure, From Own funds) 

Federal Federal 
Domestlc State Local Domestic State Local 

Calendar Year Expedlture2 ExpendltuW Expendltur@ Expenditure2 ExpendltuW Expendlturti 

Amount (In bllllons) As a Percent of GNP , 1 
1954 $22.7 $12.7 $14.5 6.2 3.5 4.0 

1964 54.2 27.3 30.8 8.5 4.3 4.8 

1969 92.9 49.6 47.6 9.9 5.3 5.1 
1970 110.1 55.9 51.8 11.2 5.7 5.3 
1971 129.2 62.1 57.8 12.1 5.8 5.4 
1972 149.2 65.4 60.8 12.7 5.6 5.2 
1973 167.0 74.6 65.7 12.8 5.7 5.0 
1974 194.5 85.6 71.8 13.8 6.1 5.1 
1975’ ! 242.3 92.3 75.9 16.2 6.2 5.1 
1976 est. 265.7 102.3 82.7 15.8 6.1 4.9 

Percentage Distribution Annual Percent Change 

1954 45.5 25.5 29.0 - - - 

1964 48.3 24.3 27.4 9.15 8.05 7.85 

1969 48.9 26.1 25.0 11.46 12.76 9.16 
1970 50.5 25.7 23.8 18.5 12.7 8.8 
1971 51.9 24.9 23.2 17.3 11.1 11.6 
1972 54.2 23.7 22.1 15.5 5.3 5.2 
1973 54.3 24.3 21.4 11.9 14.1 8.1 
1974 55.3 24.3 20.4 16.5 14.7 9.3 
1975’ 59.0 22.5 18.5 24.6 7.8 5.7 
1976 est. 59.0 I 22.7 18.3 9.7 10.8 9.0 

‘National Income and .Product Accounts. 

2Excludes Federal expenditure for national defense, international affairs and finance, space research and technology, 
and the estimated portion of net interest attributable to these functions. Includes Social Security (OASDHI) and all 
Federal aid to state and local governments including general revenue sharing payments. 

3The National Income and Product Accounts do not report state and local government data separately. The State-local 
expenditure totals (National Income Accounts) were allocated between levels of government on the basis of ratios (by 
year) reported by the U.S. Bureau of the Census in the governmental finance series. 

4Partially estimated. 

sAnnual average increase 1954 to 1964. 

6Annual average increase 1964 to 1969. 

Source: ACIR staff compilation based on U.S. Department of Commerce, Bureau of Economic Analysis, Benchmark Revi- 
sion of National Income and Product Accounts: Advance Tables, March 1976; Budget of the United States 
Government, various years; and ACM staff estimates. 
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TABLE I II-A 

The Growlng Federal Role in the Domestic Public Sectorl, 
1954,1994, and 1999 Through 1976 

(Government Domestlc Expenditure, After IntegovemmeWe/, Treneters) 

Federal Federal 
Domestk state Local Domestk Stat. Local 
Expendl- Expendi- Expendl- Expendl- Expendl- Expendl- 

Calendar Year tunz tun, turti tun? tuna tur@ 

Amount (In Mllknr) AsaPercentofGNP 

1954 $19.8 $10.7 $19.4 5.4 2.9 5.3 

1984 43.8 25.3 43.2 8.9 4.0 8.8 

1989 72.8 44.4 73.1 7.8 4.7 7.8 
1970 85.7 49.9 82.3 8.7 5.1 8.4 
1971 100.2 57.0 91.9 9.4 5.4 8.8 
1972 111.7 82.9 100.8 9.5 5.4 8.8 
1973 128.4 88.7 112.2 9.7 5.3 8.8 
1974 150.8 78.7 124.8 10.7 5.5 8.9 
19754 188.1 85.0 137.4 12.5 5.7 9.2 
1978 est. 208.4 93.3 151.0 12.3 5.5 9.0 

Percentago Dlrtrlbutkn Annual Percent Change 

1954 39.7 21.4 38.9 - - 

1984 39.0 22.5 38.5 8.P 9.0s 8.35 

1989 38.2 23.4 38.5 10.76 11.9 1l.V 
1970 39.3 22.9 37.8 18.0 12.4 12.8 
1971 40.2 22.9 38.9 18.9 14.2 11.7 
1972 40.8 22.8 38.8 11.5 10.4 9.7 
1973 41.1 22.4 38.5 13.2 9.2 11.3 
1974 42.8 21.8 35.4 19.1 11.8 11.1 
19754 45.8 20.7 33.5 24.9 10.8 10.3 
1978 est. 45.8 20.7 33.5 9.7 9.8 9.9 

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

1National Income and Product Accounts. 

2Excludes Federal expenditure for national defense, International affairs and finance, space research and technology, 
and the estimated portion of net interest attributable to these functlonr. Includes Social Security (OASDHI). 

3The National Income and Product Accounts do not report state and local government data separately. The state-local 
expenditure totals (National Income Accounts) were allocated between levels of govemmenf on the basis of ratios (by 
year) reported by the U.S. Bureau of the Census in the governmental finance series. 

‘Partially estimated. 

5Annual average increase 1954 to 1984. 

6Annual average increase 1984 to 1989. 

Source: ACIR staff compilation based on U.S. Department of Commerce, Bureau of Economic Analysis, Benchmark Revi- 
sion of National Income and Product Accounts: Advance Tables, March 1976; 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 Fastest Growing Components 
in Our Steadily Expanding Federal Domestic Sector, 1954-1976 

Percent (Own Source Expenditures as Percentages of Gross National Product) 
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TABLE IV 

Social Security and Federal Aid Emerge as the Fastest Growing Components in Our 
Steadily Expanding Federal Domestic Sectorl, 1954,1964, and 1969 Through 1976 

(Federal Domestic Expenditure) 

Federal Domestic Expenditure Federal Domestic Expenditure 

Social Social 
Security Federal Ail 

Calendar Year 
security Federal Ail 

(OASDHI) Aid2 Others (OASDHI) Aid2 Others 

Amount (in billions) As a Percent of GNP 

1954 $3.7 $2.9 $16.1 1.0 0.6 4.4 

1964 16.3 10.4 27.5 2.6 1.6 4.3 

1969 33.6 20.3 38.8 3.6 2.2 4.1 

1970 39.4 24.4 46.3 4.0 2.5 4.7 

1971 45.5 29.0 54.7 4.3 2.7 5.1 

1972 50.9 37.5 60.8 4.3 3.2 5.2 

1973 61.7 40.6 64.7 4.7 3.1 5.0 

1974 71.9 43.9 78.7 5.1 3.1 5.6 

19754 86.5 54.2 101.6 5.8 3.6 6.8 

1976 est. 97.5 59.3 108.9 5.8 3.5 6.5 

Percentage Distribution Annual Percent Change 

1954 16.3 12.8 70.9 - - - 

1964 30.1 19.2 50.7 16.05 13.65 5.55 

1989 36.4 21.9 41.8 15.76 14.36 7.16 
1970 35.8 22.2 42.1 16.6 20.2 19.3 
1971 35.2 22.4 42.3 15.5 18.9 18.1 
1972 34.1 25.1 40.8 11.9 29.3 11.2 
1973 36.9 24.3 38.7 21.2 8.3 6.4 

1974 37.0 22.6 40.5 16.5 8.1 21.6 

19754 35.7 22.4 41.9 20.3 23.5 29.1 

1978 est. 36.7 22.3 41 .o 12.7 9.4 7.2 

‘National Income and Product Accounts. 

ZFederal aid under this series “National Income Account,” differs slightly from the Federal payments (Census) series 
used in a subsequent table showing Federal aid by major purpose. The major difference is the inclusion of Federal pay- 
ments for low-rent public housing (est. at $1.6 billion in 1976) in the Census series but excluded by definition from this 
series. Includes Federal general revenue sharing. 

3lncludes direct Federal expenditure for education; public assistance and relief, veterans benefits and services; com- 
merce, transportation, and housing, etc. 

4Partially estimated. 

5Annual increase 1954 average to 1984. 

6Annual increase 1984 average to 1969. 

Source: ACIR staff compilation based on U.S. Department of Commerce, Bureau of Economic Analysis, BenchmarkRevi- 
sion of National Income and Product Accounts: Advance Tables, March 1976; Budget of the United States 
Government, various years; and ACIR staff estimates. 
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CHART V 

The Increasing State Share of the State-Local Sector, 1954-1976 

Percent (Own Source Expenditures as Percentages of Gross National Product) 
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TABLE V 

The Increasing State Share of the State-Local Sector, 
1954,1964 and 1969 through 1976 

(State and Local General Expenditure, From Own Funds) 

Expenditure From Own Funds1 Expenditure From Own Funds1 

Local Governments Local Governments 

State Other Than State Other Than 
Govern- School School Govern- School School 

Fiscal Year ments Districts Districts men& Districb Districts 

Amount (in millions) As a Percent of GNP 

1954 $12,861 $10,547 $4,328 3.5 2.9 1.2 

1964 27,685 21,195 10,420 4.5 3.4 1.7 

1969 49,306 32,329 15,940 5.5 3.6 1.8 
1970 55,437 36,812 17,225 5.8 3.8 1.8 
1971 63,750 41,859 18,919 6.3 4.1 1.9 
1972 68,624 46,196 20,800 6.2 4.2 1.9 
1973 74,535 45,254 22,041 6.0 3.7 1.8 
1974 85,333 49,334 22,120 6.3 3.6 1.6 
1975 est. 95,500 54,500 23,500 8.6 3.8 1.6 
1976 est. 104,000 58,500 25,000 6.5 3.7 1.8 

Percentage Distribution Annual Percent Change 

1954 46.4 38.0 15.6 - - - 

1964 48.7 35.7 17.6 7.92 7.22 9.22 

1969 50.5 33.1 16.3 12.23 8.83 8.93 
1970 50.6 33.6 15.7 12.4 13.9 8.1 
1971 51.2 33.6 15.2 15.0 13.7 9.8 
1972 50.6 34.1 15.3 7.8 10.4 9.9 
1973 52.8 31.9 15.5 8.8 -2.0 6.0 
1974 54.4 31.5 14.1 14.5 9.0 0.4 
1975 est. 55.0 31.4 13.8 11.9 10.5 6.2 
1978 est. 55.5 31.2 13.3 8.9 7.3 8.4 

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

1Excludes Federal aid, and utility, liquor store, and insurance trust expenditures. Insurance trust systems are govern- 
ment administered programs for employee retirement and social insurance protection relating to unemployment com- 
pensation, workmen’s compensation, old age, survivors’, disability, and health insurance, and the like. 

2Annual average increase 1954 to 1984. 

3Annual average increase 1984 to 1969. 

Source: ACIR staff compilation based on U.S. Bureau of the Census, Governmental Finances, various years; and ACIR 
staff estimates. 
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CHART VI 

The Increasing Federal Share of Social Welfare Expenditures, 
Selected Years 1950-1975 

(Public and Private Expenditures for Social Welfare Programs as a Percent of GNP) 

Percent 
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Source: Table VI. 
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TABLE VI 

The Increasing Federal Share of Social Welfare Expenditures, 
Selected Years 1950-l 9751 

(Public and Private Expenditures for Social Welfare Programs) 

Fiscal Year 

Total2 
(Public-Private) 

Public 

Total Federal 

Amount (in billions) 

State-Local Private 

1950 $35.7 $23.5 $10.5 $13.0 $12.2 

1955 50.6 32.6 14.6 18.0 18.0 

1960 80.1 52.3 25.0 27.3 27.8 

1965 119.9 77.2 37.7 39.5 42.8 

1970 213.8 145.8 77.3 68.4 68.0 

19753 394.3 286.5 165.9 120.64 107.8 

As A Percent of GNP 

1950 13.5 8.9 4.0 4.9 4.6 

1955 13.3 8.6. 3.8 4.7 4.7 

1960 16.1 10.5 5.0 5.5 5.6 

1965 18.2 11.7 5.7 6.0 6.5 

1970 22.3 15.2 8.1 7.1 7.1 

19753 27.4 19.9 11.5 8.4 7.5 

Percentage Distribution 

1950 100.0 65.8 29.4 36.4 34.2 

1955 100.0 64.4 28.9 35.6 35.6 , 

1960 100.0 65.3 31.2 34.1 34.7 

1965 100.0 64.4 31.4 32.9 35.7 

1970 100.0 68.2 38.2 32.0 31.8 

19753 100.0 72.7 42.1 30.6 27.3 

llncludes: income maintenance, health, education, and welfare and other services. (See Tables VII through X.) 

zlncludes the following amounts of duplication resulting from use of cash payments received under public and private 
social welfare programs to purchase medical care and educational services: 1950-$0.4 bil.. 1955-$0.6 bil., 1960-$1.4 bil., 
1965-$2.0 bil., 1970-$2.8 bil., and 1975-$5.6 bil. 

3Preliminary. ! 
‘Federal general revenue sharing is included as state-local expenditure. In fiscal year 1974 an estimated $3.1 bit. in 
general revenue sharing receipts were spent for social welfare purposes. Estimates for 1975 are not available. 

Source: ACIR staff compilation based on U.S. Department of Health, Education and Welfare, Social Security Bulletin, 
January 1976, Social We/fare Expenditures, 7950-75 by Alfred M. Skolnick and Sophie R. Dales; and U.S. 
Department of Commerce, Bureau of Economic Analysis, Benchmark Revision of National income and Product 
Accounts: Advance Tables, March 1976. 
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CHART VII 

The Federal Government Is the Primary Underwriter of Income Maintenance Programs, 
Selected Years, 1950-l 975 

(Public and Private Expenditures for Income Maintenance Programs as a Percent of GNP) 
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Fiscal Year 

Total 
(Public-Private) 

Public’ 

Total Federal 

Amount (in billions) 

State-Local PrivaW 

1950 
1955 
1980 
1985 
1970 
19753 

1950 
1955 
1980 
1985 
1970 
19753 

1950 
1955 
1980 
1985 
1970 
19753 

$10.7 
17.3 
29.8 

42.5 
72.4 

152.8 

$9.7 $5.8 
15.4 11.1 
28.3 20.1 
38.8 28.9 
80.8 48.2 

132.1 102.4 

As a Percent of GNP 

$4.1 $1.0 
4.3 1.9 
8.2 3.5 
7.7 8.0 

12.8 11.8 
29.7 20.7 

4.0 
4.5 
8.0 
8.5 
7.5 

10.8 

3.7 2.1 
4.0 2.9 
5.3 4.0 
5.8 4.4 
8.3 5.0 
9.2 7.1 

Percentage Distribution 

1.5 0.4 
1.1 0.5 
1.2 0.7 
1.2 0.9 
1.3 1.2 
2.1 1.4 

100.0 90.7 52.3 38.3 9.3 
100.0 89.0 84.2 24.9 11.0 
100.0 88.3 87.4 20.8 11.7 
100.0 88.0 88.0 18.1 14.0 
100.0 84.0 88.8 17.4 18.0 
100.0 88.5 87.0 19.4 13.5 

llncludes cash benefits and administrative costs under social insurance, public assistance, supplemental security income, 
and veterans’ and emergency employment programs. Excludes cost of medical services provided in conjunction with 

these programs and for oiher welfare programs. 

zlncludes employee benefits under private pension plans; group life (including government civilian employee programs), 

accidental death and dismemberment, and cash sickness insurance; paid sick leave; and supplemental Unemployment 
benefit plans. 

aPreliminary. 

TABLE VI I 

The Federal Government Is the Primary Underwrlter of Income Maintenance 
Programs, Selected Years 1950-1975 

(Public and Private Expenditures for Income Maintenance Programs) 

Source: ACIR staff compilation based on U.S. Department of Health, Education and Welfare, Social Security Bulletin, 
January 1978; Social Welfare Expenditures, 1950-75 by Alfred M. Skolnick and Sophie R. Dales; and U.S. 
Department of Commerce, Bureau of Economic Analysis, Benchmark Revision of National Income and Product 
Accounts: Advance Tables, March 1976. 



CHART VIII 

The Recent Dramatic Increase in the Federal Share of Health and Medical Care 

Expenditures, Selected Years 1950-1975 

(Public and Private Expenditures for Health and Medical Care as a Percent of GNP) 
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CHART IX 

Public and Private Sectors Finance Relatively Constant Shares of 
School Expenditures, Selected Years 1950-1975 

(Public and Private Expenditures for Education as a Percent of GNP) 

.----- 
/ 

T&l Public and Private/m 

u 
as 
L E 

I C 

c T 
0 

R 

< 

SECTOR 

24 



_ 



CHART X 

The Dramatic Increase in the Federal Share of Welfare and Other Services, 
Selected Years 1950-1975 

(Public and Private Expenditures for Welfare and Other Services as a Percent of GNP) 
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CHART XI 

The Relative Federal Decline in Own Source General Revenue, 
SelectedYears1942-1975 

(Geileral Revenue From Own Sources jy by Level of Government-.Percentage Distribution) 
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CHART XII 

/ 

The Relative Growth in Federal Taxes Lags the State-Local Sector, 
Selected Years 1948-1975 

(Federal, Stale and Local Taxes as a Percent of GNP) 
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CHART XIII 

The Federal Individual Income Tax and the Social Security Tax Now Dominate Ihe 
Federal Revenue System, Fiscal Years 1954 and 1976 
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TABLE XIII 

The Federal Individual income Tax and the Social Securitv Tax Now Dominate 
the Federal Revenue System, 1954,1964, and 1969ihrough 1976 

Genera, Revenue 
,- 

Tax Revenue 



CHART XIV 

The State and Local Revenue System Becomes More Diversified with the 
Relative Decline in Property Taxes and Relative Increase in State Income 

Taxes and Federal Aid, Fiscal Years 1954 and 1976 

1976 I 

Source: Table XIV, 



TABLE XIV 

The State and Local Revenue System Becomes More Diversified with Relative 
Decline in Property Taxes and Relative Increase in State Income Taxes and 

Federal Aid. 1954.1964. and 1969 Throuah 1976 

I 
_ 

$35.4 $29.0 S3,O 

81,s 68.4 10.0 

132.2 114~5 192 

150.1 130.8 21.9 

166.1 144.9 26.1 

189.7 166.4 31.3 

217.6 190,2 39,3 

237.9 201,7 41.8 

263.0 230.0 48.0 
292~” 255,s 58.0 

*~lr 9.04 12.84 

,025 IO.95 13,95 

13.5 14.2 14 1 

IO.7 10~8 19.2 

14 2 14.8 19,9 

14.7 14.3 25,6 

9.3 9~2 6,4 

8,6 6~3 El-5 

7,4 6.3 9,o 

Percentage oistributio” 

62.4 28.2 20 6 

58 7 26.0 194 

54,9 2OW 194 

52,2 18.5 187 

$4~0 $64 

10.7 13.0 



CHART XV 

Local Governments Are Moving Toward More Balanced 
Revenue Systems, Selected Years 1942-1975 

(Distribution of Local General Revenue by Major Source) 
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TABLE XV 

Local Governments Are Moving Toward More Balanced Revenue Systems, 
Selected Years 1942-1975 (cont’d.) 

-- 
All Local Governments Percent Distribution by Type 01 Govetnment 

Percent Township 
Amount’ Distribution School and Speci 

Fiscal Year (milltons) by Sourcel Ci,I& DiSkiCW Countiesz Districts 

Local Non-Properly Taxes 

1912 $358 5.1% 70.1% 14,0% IO, 1 0,” 5.9% 
1952 1,184 7.0 75.7 16.0 6,2 2.1 
1957 1.901 7.3 72.5 16.4 8.5 2.7 
1967 3,888 6.5 70.9 15.9 10.4 2.8 
,971 6,708 7.1 64.1 17.9 14.7 34 
,074 10.062 7.5 62.3 16.3 18.5 2.8 
1975 est. 12.380 8.4 61.8 16.7 18.8 2~7 

L.,ca, Charges and Mi~cellaneou, General Revenue 

1942 

-_I_ 

584 8.3 41.6 21,2 25,O 12.2 
: 952 2,205 13.0 37.4 20.2 19.0 23.4 
1957 3,580 13.8 38.8 25.9 li~6 17,8 
1967 8,971 15.1 35.5 27~5 172 19.9 
1 ‘Ii 1 14.058 15.0 35.1 26.8 19.5 18,6 
! 374 20,227 15.1 34.9 24.4 21.1 19~6 
1975 est 22,100 15.0 34.6 24.0 21.5 19,9 

‘Includes the following approximate amounts of duplicative interlocal transactions: 1975$3.0 bil: 1974.$2.5 hii: 
$1 9 MI; 1967.$1.5 bil; 1957.$500 mil: 19%$100 mil: 1942.$50 mil. 

‘Excludes estimated amo~lnt$ allocable to dependent school systems. 

“Includes estimated amounts allocable lo dependent city and county school systems. 

“Includes direct Federal-local aid as well as Federal aid channeled through the states. 

Source: AClR Staff computations based on various reports of U.S. Bureau ot the Census, Governments Divisio! 
ACIR Staff estimate*. 
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The Narrowing of the Gap in Direct Tax Burdens Borne by Average and 

Upper Income Families, 1953 and 1975* 
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NOTE: In computing Federal personal income tax liabilities, deductions were estimated to be 
14 percent of family income for the $5,000 family and 12 pexent of income for the $10,000 family. 
Estimated itemized deductions were assumed for the $14,000, $20,000, $28,000 and $56,000 
families. Interest on state and local debt, dividends, and one-half of capital gains (estimated. 
based on I.A.S.. Statistics of Income) were exluded from family income for these computations. 

Residential property tax estimates assume average housing values of approximately 1.8 times 
family income for the average family in both 1953 ($5,000) and 1975 ($14,000), 1.5 for $10,000 
income (1953), 1.4 for $26.000 income (1975), 1.4 for $20,000 income (1953), and 1.1 for $56,000 
income (1975), with average effective property tax rates of 2.15 percent in 1975 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; Internal Revenue Service, Statistics of Income, Individual Income Tax Re- 
turns; and ACIR staff estimates. 

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 $14,000 family and estimated itemized deductions for the $20.000. $26.000 and $56,000 
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-local personal income and general sales taxes are weighted 
averages (population) for all states including those without a sales or income tax. 





r CHART XVII 

The States in the Mideast Experienced the Sharpest Increase in 
Slate-Local Tax Burdens Between 1953 and 1975’ 

(State-Local Tax Revenue in Relation to State Personal IncOme) 
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TABLE XVII 

The States in the Mideast Experienced the Sharpest increase in 

State-Local Tax Burdens Between 1953 and 1975 

(State-Local Tax Revenue in Relation to State Personal Income) 
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CHART XVIII 

Most States With Above Average Per Capita State-Local Taxes 
in 1975 Are Located in the New England, Mideast, and Far West Regions 

(Per Capita Slate-Local Tax Revenue in 19751) 
U.S. Average 
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TABLE XVIII 

Most States with Above Average Per Capita State-Local Taxes in 1975 

are Located in the New England, Mideast, and Far West Regions 

(Per Capita State-Local Tax Revenue) 

Per carJita Tax Revenue 
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CHART XIX 

Federal Aid Increases Steadily in Relation to State-Local 
Own Source Revenue, 1954-1976 

(Federal Aid as a Percent of State-Local General Revenue From Own Sources) 

Percenf I 

Housing and urban renewal 

Source: Table XIX. 

1954 1964 1976 est. 

FISCAL YEARS 

‘Includes general revenue sharing payments in 1976 (3.2 percent of state-local revenue). 
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TABLE XIX 

Federal Aid Increases Steadily in Relation to State-Local 
Own Source Revenue, 1954,1964, and 1969 Through 1976 

TO,*, Federal Aid 

$2,967 11.4 

10.097 17.3 

19.421 20.4 
23.257 21.4 
27.121 22.8 
33,178 24.6 
41.*68 27.3 
42.854 25.8 

49,200 27.0 

59.200 29.5 

_ 

1303 _ 

14.0’ _ 

19.8 _ 

16.6 _ 

22.3 _ 

24 4 _ 

38 
14.8 _ 

20.3 _ 

1000 _ 

1000 
100.0 
100.0 _ 

$475 $530 

1.37, 3.628 

4,960 4.314 
5.698 4.553 
5.907 4.738 
6.250 4.74, 
6,791 4.807 
7.496 4.555 
8.500 4,750 
9.000 6.400 

Annual Percent Change 

1, 23 21.23 

29.34 3.54 
14.9 5.9 
3.7 82 
5.8 0.1 
8.7 1.4 

104 -5.2 
11.4 4.3 
5.9 34.7 

Percentage Distribution 

16.0 179 
136 35 9 
17.5 106 
152 10.8 

$1,439 

2.973 

6.358 
7,574 

9,766 
13.251 
12.097 
12.837 
11.8002 
13,900 

7.53 

16.44 
19.1 

28 9 
35.7 
-8.7 
6.1 

-8.1 

17.8 

48.5 
29.4 
300 

23.5 

$90’ $433 

564 1,561 

921 2,868 

1,609 3.823 
1.611 5,099 

1.981 6,955 

2.12, 15,452’ 
2.39, 15.575 
2.800 21.350’ 
3.100 26.800’ 

_ 

20.13 12 93 

10.3' 14.14 
74 7 33.3 
01 33.4 

230 36.4 
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CHART XX 

The Growing Stale and Local Dependency On 
Outside Aid. Selected Years !948-1976 



TABLE XX 

The Growing Slate and Local Dependency on Outside Aid, 

Selected Years 1946-1976 

(Dollar amounts in millions) 



CHART XXI 

State Aid Reaisters Steadv Increase in Relation to Local Own Source Revenue, 

(State Aid as a Percent of Local General Revenue From Own Sources) 

1964 

FISCAL YEARS 

1975 est. 

source: Table XXI. 
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CHART XX!1 

The State-Local Sector Provided the Greatest Employment Gains. 

19551974 

(Full-Time Equivalent Employment-Percentage Distribution) 
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TABLE XXII 

The State-Local Sector Provided the Greatest Employment Gains, 19551974 
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CHART XXIII 

The Federal Sector Registers the Greatest Wage Gains, 
1955-1974 

1955 1965 1974 

CALENDAR YEARS 
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The Federal Sector Registers the Greatest Wage Gains, 1955-1974 



CHART XXIV 

In Relation to Gross National Product, Total Government 
Debt Has Remained Fairly Constant in Recent ‘fears 

(Government Debt Outstanding as Percentage of GNP) 
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CHART XXV 

Municipal and Private Interest Rates Have Doubled Since 1964 

percent (Average Yields of Long-Term Treasury, Corporate, and Municipal Bonds) 
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TABLE XXV 

Municipal and Private Interest Rates Have Doubted Since 1964 

(Average Yields of Long-Term Treasury, Corporate, and Municipal Bonds) 
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CHART XXVI 

Government Interest Payments Are increasing at a Faster Rate Than 

i;overnment Revenue 

(i,~,ir:est 31: Debt as Prrcentages of Own Source General Revenue) 
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TABLE XXV! 

Government Interest Payments Are increasing at a Faster 
Rate Than Government Revenue 

(Interest Payments on Government Debt) 
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