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T H E ALLOCATION of grants among 
States, though not significant while 
Federal aids were but a small par t of 
to ta l government expenditures, has 
taken on increasing importance as 
the size and scope of grants- in-aid 
have grown. Tota l Federal grants to 
States for the fiscal year 1946-47 are 
estimated at more than $1 b i l l ion , 
cont inuing a gradual upward t rend. 
Grants for social security and related 
heal th and welfare programs consti
tute about 70 percent of the 1946-47 
to ta l ; the other 30 percent is com
posed of aids for education, transpor
ta t ion, and the development and con
servation of na tura l resources. 

The importance of grants- in-aid 
was recognized by President T r u m a n 
i n his f irst Economic Report to Con
gress, when he pointed out t ha t "the 
Federal Government is engaged i n 
several programs of grants- in-aid to 
State and local governments involv
ing large amounts of money. Fur ther 
programs are planned. These pro
grams . . . contribute greatly toward 
br inging a l l sections of the country 
up to the levels of product ivi ty con
sistent w i t h American standards of 
l i v ing . " Therefore, the President re
ported, he had asked the Council of 
Economic Advisers to determine, i n 
cooperation w i t h other Federal agen
cies and State and local officials, " to 
what extent revised standards for the 
distr ibut ion of these grants may take 
in to account more ful ly the needs for 
support tha t exist i n various parts 
of the country." 

The problem of the dis t r ibut ion of 
Federal grants- in-aid among States 
has received less at tent ion i n the past 
than questions of what funct ion to 
aid or the proportions such aid should 
assume. Yet the Federal allocation 
influences the amount of money tha t 
a State has to spend for a par t icular 
service, which i n effect determines 

the level of adequacy of the program. 
Equally impor tan t to adequacy, of 
course, is the effectiveness of a p ro 
gram's administrat ion, but only the 
nature and evolution of Federal a l lo
cation formulas are considered here. 

Federal "grants- in-aid," as used 
here, refer to payments for coopera
tive programs, which are made f rom 
the Federal Treasury to State gov
ernments, including their appointed 
or constituent departments. Such 
grants have been or may be made for 
many and varying reasons: to s t i m u 
late new programs, to combine local 
control w i t h nat ional money-raising 
powers, to assure a nat ional m i n i 
m u m i n programs of v i ta l interest to 
al l , to equalize service levels and rela
tive tax burdens of a program, to i m 
prove the combined Federal-State-
local tax system, and to aid i n m a i n 
ta in ing or approaching fu l l employ
ment. 

The purposes for which grants are 
made have been most impor t an t i n 
determining the financial arrange
ments adopted. Often, however, the 
purposes have not been fu l ly realized 
because the financial provisions have 
been poorly adapted to the objectives. 
Most of the earliest grants were de
signed to stimulate the adoption or 
expansion of certain State-local pro
grams. More recently, especially 
since the passage of the sixteenth 
amendment, which empowers Con
gress to tax incomes, grants have 
been occasioned by the greater Fed
eral fiscal powers and the growing 
reliance on government for various 
types of heal th and welfare services. 
When a nat ional interest is recog
nized and when local adminis t ra t ion 
has distinct merits, whether for ad
ministrative, poli t ical , or const i tu
t ional reasons, the allocation and 
matching techniques employed 
should be designed to ma in t a in a 
basic m i n i m u m program wi thou t 
placing undue burdens on taxpayers 
i n some States. Such techniques are 
part icular ly impor tan t i n the more 
expensive and more essential hea l th 
and welfare programs. I f the Fed
eral share i n the to ta l program is to 

be fa i r ly substantial, the most effi
cient and economical use of Federal 
aid would i n many cases be a d i s t r i 
but ion tha t would take in to account 
relative State-local need for and 
abi l i ty to finance the service—that is, 
an equalizing allocation and/or 
matching formula. 

Allocation formulas cannot be con
sidered apart f rom matching f o r m u 
las when a matching requirement ex
ists; i t is the to ta l level of ac t iv i ty 
effected by the operation of both f o r -
mulas together tha t is significant. 
Match ing funds required of the States 
usually bear some uni form ra t io to 
Federal a id; for one program the 
matching varies w i t h State per capita 
income when i t falls below the na 
t ional average. 

Allocation formulas are of two 
major types, statutory and discre
t ionary. W i t h i n either category, a l lo
cations may be based on one factor or 
a combination of several factors— 
uni form lump-sum amounts, some 
general or special measure of popula
t ion, area, star-route postal mileage, 
representation i n Congress, and so on. 
For several programs, they depend on 
the amount of State-local expendi
tures for the purpose. I n a very few 
instances, they are based on some 
relatively complex measure of specific 
program need. 

Over the years, as the State func
tions aided by the Federal Govern
ment have increased i n number and 
broadened i n scope, bases for the ap
port ionment of funds among the 
States have also changed i n character. 
The evolution of allocation formulas, 
however, has not been nearly so pro
gressive as has the growth, both i n 
size and purpose, of the grants t h e m 
selves. Thus, al though today many of 
the actual and proposed allocation 
formulas are better adapted than were 
earlier ones to meet varying degrees 
of need i n the several States, large 
sums of money are s t i l l being dis
t r ibu ted among the States w i t h on ly 
approximate regard for need and, i n 
almost every instance, w i t h no rela
t i on to the relative abilities of States 
and their subdivisions to finance the 
services themselves. 

Earliest Measures of Allocation 
The earliest grants were allocated 

among States i n the simplest manner, 



Table 1 . — Federal grants-in-aid to States by selected fiscal years, 1900-46 1 

[ I n millions] 

Funct ion 
Fiscal year ended June 30— 

Funct ion 
1900 1920 1930 1935 1940 1946 

To ta l $2.8 $34.0 $100. 5 2 $2,196.6 577.5 $757.9 

Social security and related programs .9 2.9 1.3 2.8 359.2 611.5 
Public assistance --- --- --- --- 271.1 421.2 
Employment security --- --- --- 1.3 61.7 55.7 

Heal th and welfare .9 2.9 1.3 1.5 26.4 134.6 
Education 1.2 4.8 10.1 12.7 24.7 34.3 
Public roads --- 20.3 75.9 274.7 164.5 74.5 
Natural resources .8 6.0 13.2 14.5 29.1 37.5 
Emergency relief and publ ic works --- --- --- 1,891.9 --- ---

1 F r o m the Annual Reports of the Secretary of the 
Treasury. See the Bulletin, June 1947, table 8, p . 39, 
for definit ion of functional categories. 

2 Regular grants, excluding those for emergency 
relief and public works, amounted to $304,700,000. 

either i n u n i f o r m amounts or i n pro
por t ion to representation i n Congress. 
The la t t e r factor corresponds roughly 
to populat ion ( w i t h some overweight
ing for small States) and thus is a 
crude measure of need. 

The l and grants for public schools 
and universities were un i form for each 
geographic subdivision. Those for 
public schools were in i t i a l ly one sec
t ion of l and out of every township, to 
be reserved for the maintenance of 
public schools w i t h i n the township and 
to be granted to the inhabitants of 
the township. Later the grants were 
increased to two and, finally, four sec
tions of every township. I n addition, 
not more t h a n two complete t own
ships were to be given each State per
petually "for the purposes of a u n i 
versity," to be applied "to the intended 
object by the legislature of the State." 
Another section of every township 
was to be reserved "for the purposes 
of re l ig ion." 

I n 1837 the surplus above $5 mi l l i on 
i n the Uni ted States Treasury was 
apportioned among the States " i n 
propor t ion to the i r respective repre
sentation i n the Senate and House of 
Representatives of the Uni ted States." 
The M o r r i l l Ac t of 1862, making l and 
grants to the States for colleges for 
agriculture and mechanic arts, used 
the same basis for apportionment. 
Each State was granted 30,000 acres 
of land or its equivalent i n land scrip 
for each Senator and Representative 
i n Congress to whom i t was entit led 
by the apport ionment under the cen
sus of 1860. This act was the first to 
aid a State funct ion for which the 
Federal Government later assumed a 
cont inuing responsibility. I t was also 

the last of the general land grant 
acts. 

Measures of Allocation Up to World 
War I 

Except for the general " loan" of 
1837, al l grants to States u n t i l 1879 
were land grants. I n tha t year the 
passage of the act to a id education 
of the b l ind marked the beginning of 
a whole series of money grants to 
States under permanent legislation. 
F rom then u n t i l the F i r s t W o r l d War , 
though a number of Federal aid acts 
apportioned funds among the States 
i n un i fo rm amounts, d is t r ibut ion u n 
der some acts was made according to 
more refined measures of need, usu
ally a populat ion factor. A few acts 
used an entirely new basis. 

Grants for manufac tur ing and dis
t r i bu t ing embossed books for the 
bl ind and "tangible apparatus" for 
their ins t ruct ion, in i t i a ted i n 1879,1 

were, and are now, allocated accord
ing to the number of pupils i n public 
inst i tut ions for the education of the 
bl ind . Th i s factor is a direct meas
ure of the relative need for the serv
ice w i t h i n each State. 

Similar ly , grants for homes for dis
abled soldiers and sailors are al lo
cated among States on the basis of a 
un i fo rm amount yearly for every i n 
mate i n such a home. The act of 
1888,2 i n i t i a t i n g Federal grants for 

this function, provided for an annual 
payment of $100 for each inmate. A n 
early amendment set a historical prec
edent i n tha t i t was the first to re
quire the States to ma tch Federal 
funds w i t h a s imilar amount. This 
principle of State matching has since 
become almost universal. Federal 
aid for homes for disabled soldiers 
and sailors was subsequently i n 
creased and since 1943 has been $300 
a year for each inmate. 

The bulk of the grants dur ing this 
period, however, consisted of u n i f o r m 
lump-sum allotments to States. No 
doubt a certain m i n i m u m sum is 
needed to provide the basic organiza
t ion required i n any State to perform 
the aided function, but such an allo
cation does not adequately measure 
each State's to ta l need for a par t icu
lar service. As an example of the 
lump-sum allotment, the Ha t ch Act 
of 1887, to aid i n financing agricul
t u r a l experiment stations, provided 
tha t each State receive annually $15,-
000 for this funct ion; an addit ional 
$15,000 annually was authorized by 
the Adams Act of 1906. The second 
M o r r i l l Act, passed i n 1890, provided 
for a grant of $25,000 annually to 
each State for the agriculture and 
mechanic arts colleges established 
pursuant to the land grants of 1862 
for this purpose; and the Nelson 
amendment of 1907 increased this 
sum by another $25,000 a year. 

The first discretionary grant was 
authorized by the Weeks Act i n 1911 
for the purpose of cooperating w i t h 
States i n preventing and fighting 
forest fires along watersheds of nav i 
gable streams. The Secretary of 
Agriculture was empowered to enter 
in to cooperative agreements on such 
conditions as he deemed wise, pro
vided tha t each Federal al lotment was 
matched by a similar amount f rom 
State and local funds. 

Annua l Federal grants for the ma in 
tenance and support of State and m u 
nicipal marine schools, started i n 
1911, introduced the first "open-end" 
or indefinite matching grant. A n 
open-end grant sets no specific l i m i t 
on the amount authorized and carries 
the impl icat ion tha t the Federal Gov
ernment w i l l advance or reimburse a l l 
or some stated por t ion of State (and 
local) expenditures for the program 
and tha t a Federal deficiency appro-

1 The benefits ac tua l ly received by the 
b l i n d under th i s program, however, are in 
k i n d . Federal funds go t o the Amer ican 
P r i n t i n g House for the B l i n d , w h i c h i n 
t u r n d is t r ibutes books and teaching 
equipment . 

2 The m a t c h i n g provis ion was incor
porated in the appropr ia t ion act for the 
fiscal year 1890. 



pria t ion w i l l be made if necessary. I n 
their more usual form, open-end 
grants offer Federal aid w i t h i n some 
indefinite, but impl ic i t , l i m i t . I n the 
case of the grants for marine schools 
the amount of the Federal grant was 
not specified except tha t the sums ex
pended by States or municipalit ies 
would be matched dollar for dollar 
w i t h a maximum grant of $25,000 per 
school. This grant was thus logically 
a forerunner of the arrangement 
adopted for public assistance financ
ing i n the Social Security Act. 

A deviation f rom the consistent use 
of lump-sum apportionments for agr i 
cul tural education came w i t h the pas
sage of the Smith-Lever Act i n 1914. 
This act, giving Federal aid for agr i 
cul tural extension work, provided for 
the distr ibut ion of a large amount on 
the basis of ru ra l population, to be 
matched dollar for dollar by State 
funds, as well as a much smaller sum 
i n un i form lump-sum allotments. 

Allocation Measures From World 
War I Until the Depression 

The Federal-aid highway program, 
i n addi t ion to being the first really 
significant g ran t - in -a id program 
f rom a fiscal point of view, departed 
markedly from the t rad i t iona l closed-
allocation formulas. The Federal 
A i d Road Act of 1916 for aid i n the 
construction of ru r a l post roads l a i d 
down the basis for subsequent h i g h 
way allocation formulas. Three fac
tors were specified for use i n the a l 
location of funds among States— 
area, population, and ru r a l and star-
route postal mileage—and all three 
were given equal weight. A l i m i t a 
t ion was placed on the formula, how
ever, i n t ha t aid could not -exceed 
$10,000 per mile of road constructed. 
Dol lar-for-dol lar matching of Fed
eral funds by State -funds was re
quired. 

Except for highway grants, the 
other new or increased grants i n this 
period tended to use lump-sum al lot 
ments or some general or specific 
population factor. A t least one act 
permit ted discretionary allocation. 
The matching principle became gen
erally accepted dur ing this period. 

W i t h the passage of the S m i t h -
Hughes Act i n 1917, Federal a id i n the 
fo rm of annual grants was extended to 
a new function—vocational education. 

Funds for the various major groups 
of vocational subjects to be aided 
were, and s t i l l are, allocated among 
States according to some measure of 
population. Under this act, Federal 
grants for salaries of teachers, super
visors, and directors of courses i n 
agricul tural subjects are allocated on 
the basis of r u r a l populat ion; for 
courses i n trade, home economics, 
and industr ia l subjects, on the basis 
of urban population; and for the 
preparation of teachers of vocational 
education subjects, on the basis of 
total population. For each category, 
the m i n i m u m annual a l lo tment to a 
State was originally $5,000 but was 
increased eventually to $10,000. A l l 
Federal aid must be matched dollar 
for dollar by State and local funds. 

Addi t ional annual appropriations 
were authorized i n 1929 for salaries 
of teachers, supervisors, and directors 
of agricul tural subjects and of Some 
economics. Funds for the former are 
allocated among States on the basis of 
f a rm population alone and for the 
lat ter on the basis of ru ra l populat ion; 
50-50 matching is required for both. 
The use of f a r m rather t h a n r u r a l 
population as a base for the alloca
t ion of funds for agr icul tural subjects 
represents an effort to relate the dis
t r ibu t ion formula more closely to the 
population group to be served. The 
separation for al lotment purposes of 
home economics f rom its earlier l i n k 
age w i t h trade and indus t r i a l sub
jects appears to indicate a desire on 
the par t of Congress to a id home 
economics departments i n r u r a l 
rather than urban schools. Fur the r 
legislative refinements along these 
lines were made later, together w i t h 
additional appropriations, and w i l l 
be discussed below. 

Closely allied to the grant program 
for vocational education is t h a t for 
vocational rehabil i tat ion, s tarted i n 
1920. The Vocational Rehabi l i ta t ion 
Act of tha t year provided grants to 
States for the vocational rehabi l i ta 
t i on of persons disabled i n indus t ry 
and for their placement i n employ
ment. These grants are allocated 
among the States according to popu
lat ion, w i t h a m i n i m u m al lotment i n 
any year of $5,000 to a State and a 
requirement of 50-50 matching by the 
State. A subsequent addi t ional ap
propriat ion, first made i n 1930, f o l 

lows the same pat tern except tha t the 
m i n i m u m allotment under t ha t ap
propr ia t ion is $10,000. 

Certain health functions received 
Federal aid for the first t ime dur ing 
this period. A deficiency appropria
t i o n i n 1916 started a series of small 
grants for special studies and demon
strat ion work i n ru r a l sanitat ion. 
States requesting demonstrations 
had to agree to pay half the costs. 
The Chamberlain-Kahn Act of 1918 
made appropriations for 2 fiscal years 
for the prevention and control of 
venereal diseases. Federal funds 
were distributed among the States on 
the basis of population, and i n the 
second year the allotments had to be 
matched equally f rom State funds. 
The Sheppard-Towner Act of 1921, 
which provided funds for the promo
t ion of the welfare and hygiene of 
mothers and infants for a period of 
6 years (later extended another 2 
years), heralded the entrance of the 
Federal Government in to the field of 
maternal and infant health. These 
funds were distributed among States 
par t ly on a un i fo rm lump-sum basis 
and par t ly according to populat ion; 
$5,000 of each State's lump-sum a l 
lotments and the total populat ion 
allotments carried a requirement of 
equal State matching. 

Dur ing this period also, the Federal 
Government increased its grants for 
several Federal-State functions a l 
ready established: education of the 
b l ind , State homes for disabled sol
diers and sailors, highways, agr icul
tu ra l experiment stations, and exten
sion work. Each additional grant was 
allocated among the States on the 
same basis as its predecessors, though 
minor changes were made i n the h i g h 
way grants. 

The 1921 Highway Act brought the 
1916 allocation formula in to basic leg
islation ("section 21") for the in te r 
state and intrastate Federal-aid h i g h 
way system. The major modification 
of the formula at tha t t ime was an 
increase i n the Federal percentage 
(normally 50 percent) for States con
ta in ing unappropriated public lands 
exceeding 5 percent of their to ta l area. 
I n these States the Federal share was 
increased by one-half the percentage 
tha t the area of such lands is of the 
total area of the State. The max imum 



Federal aid per mile was also i n 
creased, and i n the cases just men
tioned this max imum was fur ther 
raised i n proport ion to the increase i n 
the percent of Federal aid granted. 

A Federal grant was made by the 
Clarke-McNary Act of 1924 for co
operative f a r m forestry and forest-fire 
prevention. The funds were to be 
used at the discretion of the Secre
ta ry of Agricul ture , who was again 
empowered to enter in to cooperative 
agreements w i t h State officials. Fed
eral aid had to be matched by an equal 
amount of State funds. 

Measures of Allocation Daring the 
1930's 

The depression and the resulting 
changes i n the role of government 
caused a tremendous expansion i n 
Federal grants to States, both as to 
functions covered and the amounts of 
money involved. The urgencies of the 
day focused greater at tention t h a n 
previously on the problem of dis t r ibu
t i on of these large sums of money. 
Consequently, many of the allocation 
formulas wr i t t en in to legislation or 
adopted by administrative interpreta
t i on of general statutory language 
were more complex than the earlier 
ones, largely because of the effort to 
measure need more accurately. The 
f i r s t active recognition of the p r inc i 
ple of equalization came i n this pe
r iod . Certain of the existing formulas 
were changed somewhat to adapt 
t hem better to the ends sought. A t 
the same t ime, however, many old for 
mulas w i t h the i r less exact measures 
of need were repeated i n new legisla
t i on . 

Relief, public works, and employ
ment office acts.—The first of the de
pression grants came w i t h the Emer
gency Relief and Construction Act of 
1932 to relieve destitution, broaden 
the lending powers of the Recon
struct ion Finance Corporation, and 
create employment. To accomplish 
pa r t of this objective, $120 mi l l i on i n 
Federal a id was appropriated for 
h ighway construction work, t o be dis
t r ibu ted according to the section 21 
formula (1/3area, 1/3 population, and 
1/3 post-road mileage). The amounts 
apportioned to the States were avai l
able as a temporary advance and 
could be used by the States to match 
thei r regular Federal-aid apportion

ments. These amounts were to be 
reimbursed, however, beginning w i t h 
the fiscal year 1938, by annual deduc
tions f rom the regular allotments. 

Subsequent h ighway-a id legisla
t ion, designed to increase employ
ment through emergency construc
t ion , d id alter the dis t r ibut ion 
formula, however. Grants for this 
purpose under the Nat ional Indus
t r i a l Recovery A c t of 1933, the Hay-
den-Car twright Act of 1934, and the 
Emergency Relief Appropr ia t ion Act 
of 1935 provided for the apport ion
ment of seven-eighths of the funds 
for the Federal-aid highway system 
according to the usual formula ; the 
other one-eighth was allocated on the 
basis of populat ion. This, i n effect, 
gave the populat ion factor the greater 
weight of 10/24, as compared w i t h 
weights of 7/24 for area and for post-
road mileage. Th i s adjustment i n 
the formula channeled more of the 
highway a id i n t o the most populous 
States, where the unemployment 
problem was more acute. Match ing 
was dispensed w i t h dur ing this emer
gency period. 

The 1935 Emergency Relief Appro
pr ia t ion Act also gave Federal aid for 
the e l iminat ion of hazards at grade 
crossings. The dis t r ibut ion of these 
funds was based on an adaptation 
of the h ighway-a id formula. One-
hal f of the funds was distr ibuted ac
cording to the population, ¼ accord
ing to mileage on the Federal-aid 
highway system, and ¼ according to 
ra i l road mileage (instead of area). 
No State matching was required. 

To supplement the normal Federal 
aid functions, enormous grants were 
made at this t ime for public works 
and direct relief. The Emergency 
Relief and Construct ion Act of 1932 
had provided t h a t the Reconstruction 
Finance Corporat ion migh t make 
"self- l iquidat ing" loans to State and 
local governments to a i d them i n 
providing necessary relief. This 
device, intended to stimulate State-
local expenditures, d id not prove ef
fective and was soon replaced by 
grants. The Federal Emergency Re
lief Act of 1933 authorized grants of 
$500 mi l l i on for relief. Ha l f of these 
grants could be used to reimburse 
one- th i rd of the expenditures of State 
and local governmental units for re
lief; the remainder was to be used 

when the funds available w i t h i n a 
State f rom al l sources, inc luding 
Federal, were found to be less t h a n 
estimated relief needs. Not more t h a n 
15 percent of the to ta l Federal appro
pr ia t ion under this act could go to any 
one State. 

F r o m the date of this act th rough 
the f a l l of 1937, when the grant pro
grams under the Social Security Ac t 
were i n v i r tua l ly f u l l operation, Con
gress authorized more than $3 bi l l ion 
for relief purposes through the me
dium of the Federal Emergency Relief 
Adminis t ra t ion . (Another $3 bi l l ion 
was expended directly rather t h a n 
through grants i n 1936 and 1937 by 
the Works Progress Adminis t ra t ion. ) 
These grants deserve close interest be
cause of their size and the various 
methods of allocation used. I t was 
left to the discretion of the Adminis 
t ra tor of the FERA to distribute most 
of the funds among the States, and 
the t radi t ional match ing requirement 
was waived i n most cases. 

According to one author i ty , the 1933 
legislation was the product of a com
promise between two schools of 
thought i n Congress.3 One, fearing 
the use of discretion by an adminis
t rat ive official, wanted to wr i t e the 
allocation formula and matching 
provisions in to the law. This group 
felt tha t the matching approach was 
desirable because i t "gave more to 
those States w i t h the greater expendi
tures, or 'need'." The other group be
lieved tha t State expenditures did not 
necessarily represent an accurate 
measurement of need and t h a t r e im
bursement would only increase the 
inequity, since the States spending 
the most would receive the most. 
This school held out for adminis t ra
tive discretion i n the disposal of the 
funds. 

Before the first year was out, a l l re
lief grants were made on a discretion
ary basis; later grants d id not include 
matching provisions, on the ground 
tha t 50-50 matching defeated the 
principle of equalization and was i l l 
adapted to the exigencies of the relief 
situation of 1933-35. The activities 
of the FERA represented the first a t 
tempt by the Federal Government to 
distribute funds on a "variable grant" 
basis. 

3 E. A. Wi l l i ams , Federal Aid for Relief, 
1939. 



From the end of 1933 th rough the 
first half of 1934, grants were made 
on the basis of statements submitted 
by the State officials on relief needs, 
State and local funds available, and 
the amount of Federal funds needed. 
This basis was abandoned i n the f a l l 
of 1934 as being too subjective. Then, 
mathematical formulas were worked 
out to determine the relative abi l i ty 
of a State to finance a share of the 
program. To ensure t h a t each State 
was making the same effort and bear
ing the same burden, quotas were 
worked out on the basis of various 
series of economic data, including 
measures of State production, sales, 
income, wealth, bank deposits, popu
lat ion, tax collections, governmental 
receipts and expenditures, and assess
ment ratios. Four tentative quotas 
were computed f rom these data, and 
a f i f th was devised to take in to ac
count some factors t ha t could not be 
measured, such as restrictions on 
taxat ion and indebtedness and local 
attitudes. The f inal quotas were 
used as a basis for negotiation be
tween the States and the Admin i s t r a 
tor. This method resulted i n great 
divergences among the States i n the 
Federal Government's share i n the 
relief programs. 

A n approach to the problem of u n 
employment through placement of 
unemployed workers eventuated i n 
grants to States for the establish
ment and maintenance of public em
ployment offices. The Wagner-Pey
ser Act of 1933 set up i n the Depart
ment of Labor a Uni ted States E m 
ployment Service, which was empow
ered to make grants of money to 
States over a 5-year period. A t least 
75 percent of the funds had to be a l lo
cated on the basis of to ta l population, 
and a l l Federal aid had to be matched 
by a similar amount of State and l o 
cal funds together; furthermore, a t 
least 25 percent of the populat ion a l 
lotment, and not less t h a n $5,000 i n 
any event, must be f rom State funds 
alone. The act was amended i n 1935 
to require a m i n i m u m grant to each 
State of $10,000 annually. 

Dur ing this emergency period, the 
work relief, highway, and public em
ployment office grants were also sup
plemented by grants for general pub
lic works. The Nat ional Indus t r i a l 
Recovery Act of 1933, i n addi t ion to 

making grants for highway construc
t i on projects, allowed a large sum for 
public works. The Emergency Relief 
and Construction Act of 1932 had au
thorized "loans" f rom the Recon
struct ion Finance Corporation to 
States and localities, bu t t i t l e I I of 
N I R A ini t ia ted the extension of 
grants i n the field of general public 
works. The Federal Emergency A d 
minis t ra t ion of Public Works, created 
by t i t l e II, operated Federal projects 
and administered grants and loans 
for State and local public works p r o j 
ects. Addi t ional funds for this pur
pose were authorized by the 1935 
Emergency Relief Appropr ia t ion Act . 

PWA allotments were not lump-sum 
grants distributed annually among 
the States on any quota system based 
on population or any of the usual 
standards of previous Federal a l lo t 
ments. 4 Funds for each project were 
applied for directly by the govern
mental un i t undertaking i t , and each 
project was judged on the basis of i ts 
own soundness f rom the legal, engi
neering, and financial points of view. 
Al though no quota system was estab
lished, serious consideration was given 
to cr i ter ia which might be useful i n 
determining need for Federal a id and 
making allotments. The m a i n fac
tors considered were population, u n 
employment, amount of relief expend
itures, number of families being given 
assistance, per capita Federal reve
nues by States and regions, and area. 
None of these factors, i t was fel t , re
flected adequately the need for pub
lic works. Instead of a completely ob
jective formula, rough quotas were 
worked out by giving a weight of ¾ 
to population and of ¼ to the esti
mated number of unemployed. These 
were used merely as a guide to pre
vent concentration of funds i n a few 
States. 

4 J u a n i t a K . Wi l l i ams , Grants-In-Aid 
under the Public Works Administration, 
1939, chapter 4. 

The legislative maximum for Fed
eral aid was 30 percent of the cost of 
labor and materials on each project. 
There was some consideration of vary
ing the percentage and employing the 
max imum as a reward for economical 
expenditure; i n the end, however, a 
un i fo rm ratio prevailed. The m a x i 
m u m was raised to 45 percent i n 1935, 
and since this percentage pertained to 

the to ta l cost of the project and not 
merely to labor and materials, the 
Federal share was thus v i r tua l ly 
doubled. 

The Social Security Act.—These 
temporary depression measures were 
eventually superseded by a long-
range approach to the problem of 
unemployment and economic secu
r i t y . W i t h the passage of the Social 
Security Act i n 1935, several new 
types of grants were adopted. By far 
the most significant of these were the 
grants for the three public assistance 
programs, which put the open-end 
matching grant in to use on a large 
scale. The grants are open-end i n 
the sense t h a t there is no max imum 
on the total Federal aid authorized 
and i n tha t Federal aid w i l l match a l l 
reimbursable. State-local expendi
tures. There are maximums, how
ever, on the Federal aid per i n d i 
vidual recipient per month . 

Federal aid for old-age assistance 
and for aid to the b l ind , under the 
or iginal act, was l imi ted to 50 per
cent of the payments, up to a Fed
eral-State to ta l of $30 a mon th per 
recipient. A n additional 5 percent of 
the to ta l amount granted for assist
ance payments was provided for use 
i n f inancing the costs of administra
t i o n , or payments to individuals, or 
both. Federal grants for aid to de
pendent children were 33 1/3 percent 
of the expenditures for assistance, up 
to a month ly to ta l of $18 for the first 
ch i ld and $12 for each addit ional 
chi ld i n the same home. 

These provisions were liberalized 
somewhat by the 1939 amendments to 
the Social Security Act . The m a x i 
m u m Federal aid per recipient per 
m o n t h was changed f rom $15 to $20 
i n both the old-age assistance and 
a id to the b l ind programs. I n aid to 
dependent children, the Federal 
share was increased to 50 percent of 
the payments up to $18 for the f i rs t 
ch i ld and $12 for each addit ional 
chi ld i n the same household. The 
legislation also changed grants for 
administrative costs for aid to the 
b l ind to 50 percent of the expendi
tures by States and localities for this 
purpose. 

The 1935 act also created an unem
ployment insurance program on a 
Federal-State basis and provided for 
payments to the States to cover 100 



percent of the cost of the "proper and 
efficient" adminis t ra t ion of the State 
unemployment insurance laws. 

The Social Security Act also estab
lished the present three gran t - in -a id 
programs of the Children's Bureau— 
maternal and chi ld health, crippled 
children, and chi ld welfare services. 
Under the 1935 provisions, grants for 
maternal and chi ld health services 
totaled $3.8 m i l l i o n annually. This 
to ta l was divided in to two funds: 
Fund A provided $1 m i l l i o n to be a l 
lot ted among States i n un i fo rm l u m p 
sum grants of $20,000 and $1.8 m i l l i o n 
on the basis of the number of live 
bir ths , and Fund B provided $980,000 
to be al lotted according to financial 
need, as determined by the Secretary 
of Labor, after taking in to considera
t i o n the number of live births i n each 
State. The Fund A allotments had to 
be matched by an equal amount f r o m 
State and local funds, but no ma tch
ing was required for Fund B a l lo t 
ments. 

Grants for services for crippled 
chi ldren totaled $2,850,000 annually 
under the 1935 act, of which $20,000 
went to each State and the remainder 
was allocated on the basis of need as 
determined by the Secretary of Labor, 
after consideration of the number of 
crippled children i n each State who 
needed the services and the cost of 
furnishing such services to them. 
The entire grant for this purpose had 
to be matched by a similar amount 
f r o m State and local funds. 

The original grants for chi ld wel 
fare services amounted to $1.5 m i l l i o n 
annually, $10,000 to be allocated to 
each State and the remainder to be 
al lotted on the basis of State plans, 
except t ha t each State's share was 
not to exceed its proport ion of the 
to ta l r u r a l population. No matching 
percentage was mentioned, but i t was 
specified tha t the grant was to be for 
payment of par t of the cost of these 
services. 

The 1939 amendments to the Social 
Security Act increased the appropria
tions for these grants. For maternal 
and ch i ld health, the sum to be a l 
lo t ted on the basis of live bir ths was 
increased f rom $1.8 mi l l i on to $2.8 
mi l l i on , and the financial-need por
t i o n was raised f rom $980,000 to 
$1,980,000. Grants for services to 

crippled chi ldren were increased f rom 
$2,850,000 to $3,870,000. I n addit ion 
to the previous u n i f o r m allotment of 
$20,000 to each State, $1,830,000 was 
provided for a l lotment on the basis of 
need, and both amounts were to be 
matched (Fund A ) . A n additional 
$1 m i l l i o n was authorized, w i t h no 
matching requirement (Fund B ) , to 
be allocated on the basis of the f inan
cial need of each State for assistance 
i n carrying out its p lan . The Secre
ta ry of Labor was given discretionary 
powers for al locating these funds, 
after t ak ing in to consideration the 
number of cr ippled chi ldren i n need 
of the services and the cost of fu r 
nishing such services to them; these 
two factors were the same as those i n 
the other (Fund A) allocation made 
according to need. Grants authorized 
for chi ld welfare services were i n 
creased by $10,000 because of the ex
tension of the t i t l e to Puerto Rico. 

The unmatched grants made by the 
Children's Bureau on the basis of 
f inancial need are al lotted by admin
istrative discretion. For maternal 
and ch i ld heal th , the Bureau i n the 
past has used formulas tha t have 
taken in to account the number of live 
bi r ths i n each State, sparsity of pop
ulat ion, excess i n f a n t and maternal 
mor t a l i t y , and the continuance of 
special projects in i t i a ted dur ing ear
lier years. The Fund B allotments 
for services to crippled children have 
been made according to a detailed set 
of formulas, based on the following 
factors: the number of crippled ch i l 
dren i n need of such services, the cost 
of furnishing services to them, per 
capita, income, sparsity of population, 
cases of poliomyelit is, deaths of ch i l 
dren f r o m heart disease, number of 
crippled chi ldren on State registers, 
special programs for care and treat
ment of chi ldren w i t h rheumatic 
fever or heart disease, and other 
bases of special needs. I n the case of 
both grants, the factors have been 
weighted and have been changed 
f rom t ime to t ime, as have the 
weight ing ratios. As of July 1, 1947, 
the Children's Bureau began using a 
simple equalization formula for Fund 
B apportionments. 

The 1935 Social Security Act also 
contained provisions regarding 
g ran t - in -a id programs for vocational 

rehabi l i ta t ion and for public heal th 
work. 5 The new funds for vocational 
rehabi l i ta t ion were allocated among 
States i n the manner provided by the 
1920 act, as amended—that is, on the 
basis of population, w i t h a m i n i m u m 
allotment of $10,000 and w i t h the a l 
lotments dependent on equal State-
local matching. The 1939 amend
ments increased the to ta l grant f rom 
$1.9 mi l l i on to $3.5 m i l l i o n and the 
m i n i m u m allotment per State f rom 
$10,000 to $20,000. Hawai i was 
granted $5,000 for this purpose i n 
1935, and this sum was raised to 
$15,000 i n 1939. 

Grants for public heal th work 
amounted to $8 mi l l i on annually, to be 
allotted to States on the basis of 
population, special hea l th problems, 
and financial needs. No matching 
requirement was included. The 
amount was raised to $11 mi l l i on by 
the 1939 amendments, but the bases 
for apportionment were kept intact . 
The interpretat ion of these bases is 
discretionary under the law, and the 
percentage weighting of the three 
factors, as wel l as the series used to 
reflect the lat ter two, has varied f rom 
t ime to t ime. The U . S. Public 
Hea l th Service issues annual regula
tions on the required amount of State-
local matching of Federal funds. 

Though by far the largest grant-
in -a id programs of the thir t ies , 
whether emergency or permanent, 
dealt w i t h the problems of unemploy
ment, public works, welfare, and 
health, there were numerous changes 
i n or additions to the older g ran t - in -
aid programs. These included voca
t ional education, agr icul tura l exten
sion work, agr icul tura l experiment 
stations, and colleges of agriculture 
and mechanic arts. There were also 
changes i n a few new small programs 
created by Congress—farm forestry, 
wi ld l i fe restoration, and venereal 
disease control . 

Other grant legislation of the 
1930's.—The George-Ellzey Voca
t ional Education Ac t of 1934 made 
addit ional grants for agricultural , 

5 Later, t i t l e V I , r e l a t ing to grants to 
States for pub l ic heal th , and t i t l e V, pa r t 
4, r e la t ing to grants t o States for voca
t i ona l r ehab i l i t a t ion , were deleted f r o m 
the Social Security Ac t because of enact
m e n t of other legislat ion i n these fields. 
See pp . 9 and 10. 



home economics, and trade and i n 
dustr ial subjects of $1 m i l l i o n for 
each category for each of the 3 fiscal 
years 1935-37. Grants for the first 
two were allocated on the same basis 
as those of 1929—farm populat ion and 
rura l population, respectively. The 
dist inct ion made i n tha t year i n sep
arat ing home economics allotments 
f rom the category of trade and i n 
dustr ial subjects was here carried one 
step further. Trade and indust r ia l 
subjects were established as a sepa
rate category by this act, w i t h al lo
cations made on the basis of nonfa rm 
population. M i n i m u m allotments to 
a State for any 1 year were $5,000 for 
each category, and equal State-local 
matching of al l funds was required. 

The George-Deen Act of 1936 au
thorized a permanent annual appro
pr ia t ion of more t h a n $14 m i l l i o n for 
grants for vocational education. A l 
locations for agricultural , home eco
nomics, and trade and indust r ia l 
subjects followed the pa t te rn of the 
George-Ellzey Act . I n addit ion, grants 
were provided for courses i n subjects 
dealing w i t h distributive occupations 
and for the preparation of teachers 
for al l aided subjects. These new 
grants were allocated on the basis of 
total population. M i n i m u m al lot
ments varied w i t h the size of the 
grant to be allocated. This act also 
carried w i t h i t a new type of match
ing provision, a "ratchet" provision 
designed to increase the States' share 
i n the to ta l program over the years by 
gradually increasing the percentage of 
Federal funds requiring matching. 

The ru r a l population base and 
matching requirement t r ad i t i on of 
grants for agr icul tural extension work 
were modified by a 1935 authorizat ion 
of $1 mi l l i on for 1 year for addi t ional 
cooperative extension work and the 
employment of specialists i n econom
ics and market ing. These funds were 
to be allocated at the discretion of the 
Secretary of Agricul ture, and no 
matching was called for. The Bank-
head-Jones Act of 1935 reverted to 
the lump-sum and population alloca
tions, but this t ime f a r m populat ion 
was used as a base, and the act again 
waived the matching requirement. 
The smaller authorization of 1939 was 
another discretionary grant w i t h no 
matching requirement. 

The allocation of grants for agr i 
cu l tura l experiment stations, h i the r 
to on a un i fo rm lump-sum basis, was 
changed i n the case of the addi t ional 
grants authorized by the Bankhead-
Jones Act . The new funds for re
search in to basic laws and principles 
re la t ing to agriculture, especially 
methods of production, d is t r ibut ion, 
and extension of markets, are a l lo
cated among States according to r u r a l 
populat ion; equal State match ing of 
these funds is required. 

Similar ly , the Bankhead-Jones Act 
broke the t rad i t ion of lump-sum a l 
lotments for grants for agriculture 
and mechanic arts colleges. The ad
di t ional funds authorized by th is act 
included not only a $20,000 u n i f o r m 
lump-sum allotment to each State bu t 
also a considerable sum to be dis
t r ibu ted according to to ta l population. 
No matching was required, however. 

Of the other grant legislation dur
ing the 1930's, grants for cooperative 
f a r m forestry were on a discretionary 
basis w i t h no matching of funds re
quired; additional funds for educa
t ion of the b l ind followed the estab
lished formula ; and grants for vene
real disease control were on the usual 
public hea l th basis, substi tuting "the 
extent of the venereal disease prob
l e m " for the more general "special 
heal th problems" factor. Receipts 
f rom Federal taxes on firearms, shells, 
and cartridges were granted to States 
for wildl i fe restoration and allocated 
one-half according to area and one-
h a l f on the basis of the number of 
holders of paid hunt ing licenses i n 
each State; the min imum al lotment to 
any State was fixed at $15,000 a year, 
provided the State spends $5,000 f rom 
its own sources. One- th i rd of the 
Federal al lotment must be matched 
i n f u l l by State funds. 

Grants During World War II 
The emergency period of defense 

and war brought Federal aid to some 
new functions and some fur ther 
changes i n allocation and match ing 
provisions as new grants were made 
to several of the established Federal 
a id functions. Some of the peace
t ime functions were geared to war 
t ime exigencies. 

Vocational education grants, for 
example, were extended i n 1940 to 

the t ra in ing of defense workers. The 
f irs t authorization of this nature was 
for courses of less t h a n college grade 
i n occupations essential to nat ional 
defense. Grants to States were made 
i n the amount of the cost of such 
courses, pursuant to plans approved 
by the Commissioner of Education, 
w i t h the Federal Government bearing 
the ma in financial burden. Later au
thorizations extended the purposes to 
include engineering courses of college 
grade, courses for designated ru ra l 
and nonrural youth , courses for youth 
under the Nat ional Y o u t h Adminis
t ra t ion , and equipment. 

Grants for mar ine schools were l i b 
eralized i n 1941; the Federal Govern
ment continued to ma tch sums spent 
by States and municipalit ies, but the 
m a x i m u m grant was raised to $50,-
000. To receive the addit ional money 
(over the old m a x i m u m grant of $25,-
000) the schools must admit out-of-
State students on terms prescribed by 
the Mar i t ime Commission; the per 
capita costs of such students are paid 
f r o m Federal funds. 

As an agricul tural parallel to these 
two t ra in ing programs, grants were 
extended to States i n 1943 to provide 
needed fa rm labor. These grants were 
allocated on the basis of the Food 
Production and Dis t r ibut ion A d m i n 
istrator 's determination of need and 
were funneled th rough the agricul
t u r a l extension services of the land 
gran t colleges. No matching was 
required. 

The Vocational Rehabil i ta t ion Act 
Amendments of 1943 greatly expanded 
the program i n terms both of amounts 
available for expenditure and of 
coverage and made special provision 
for war-disabled civilians. The popu
la t ion apportionments were aban
doned at this t ime, and the formula 
was remodeled somewhat on the pub
lic assistance basis of un i fo rm Fed
eral matching of State-local expendi
tures. The amount authorized yearly 
is the sum tha t shall be necessary. 
On the basis of State plans, the Fed
eral Government pays to each State 
al l the necessary cost of payments to 
war-disabled civil ians; one-half the 
cost of rehabi l i ta t ion and medical ex
aminations; one-half the cost of re
habi l i t a t ion services for disabled per
sons, other t h a n war-disabled c i v i l 
ians, who are needy; and 100 percent 



of the cost of proper and efficient ad
min is t ra t ion of the plan. I f dur ing 
the first 2 years under the new law 
the Federal Security Adminis t ra tor 
found tha t a State had "substantially 
exhausted" its funds available for 
these expenditures, he had power to 
increase the amounts payable to the 
State before July 1, 1945. Thus, the 
States were encouraged to establish 
and expand these services. These 
grants would appear, f rom the word 
ing of the act, to be open-end i n tha t 
there is no dollar l i m i t to the amount 
of Federal aid beyond the amount of 
approved local expenditures. The 
Comptroller General recently stated 
his opinion, however, tha t "there is no 
legal obligation on the Federal Gov
ernment to make payments to the 
States unless and un t i l the Congress 
makes money available for said pur
pose" and tha t when the amount 
thought to be necessary is appro
priated each year, i t constitutes the 
to ta l cost to the Federal Government 
for t ha t year. What the effect of the 
antideficiency laws and the Comp
trol ler General's opinion w i l l be on 
this and other so-called open-end 
grant programs remains to be seen. 

Another emergency program was 
reestablished w i t h the authorization 
i n 1944 of additional funds for forest-
fire prevention, this t ime especially i n 
cr i t ica l areas of national importance. 
The grant was $1 mi l l i on annually 
dur ing the existing emergency, to be 
allocated at the discretion of the Sec
retary of Agriculture, w i t h no State 
matching requirement. 

The rest of the new wart ime grants 
were for health and highways. One 
large new program not wr i t t en in to 
permanent law is tha t for emergency 
matern i ty and infant care. Because 
of the success of a demonstration 
program i n Washington State, f i 
nanced by the Children's Bureau, 
funds were authorized i n 1943 for a 
Nation-wide program under a gen
eral appropriat ion act as an exten
sion of the maternal and chi ld heal th 
program under the Social Security 
Act. Original ly designed for the 
care of wives and infants of enlisted 
men i n the lowest four grades, the 
emergency program was extended for 
a 3-month period later i n 1943 to 
cover those of all enlisted men, i n 

cluding the three higher grades. The 
allocation of these funds among 
States is discretionary, and they are 
used to pay the entire cost of the 
services, w i t h i n the l imi ts per case 
set by regulation. 

The Public Hea l th Service Act of 
1944 revised and extended the public 
hea l th program and repealed t i t le V I 
of the Social Security Act pertaining 
to public health. Grants covered by 
the new act are for general public 
hea l th services and the prevention, 
t reatment, and control of venereal 
diseases and tuberculosis. A l l three 
grants are allocated among States on 
the basis of (1) populat ion; (2) the 
size of special hea l th problems, the 
venereal disease problem, and the 
tuberculosis problem, respectively; 
and (3) financial need. State match
ing of Federal aid is determined by 
regulat ion ra ther t h a n by statute. 
According to the U . S. Public Heal th 
Service regulations promulgated July 
12, 1946, the State must match at 
least 50 percent of the Federal grants 
for the general public heal th and ve
nereal disease control programs and 
100 percent of the Federal grant for 
the tuberculosis control program. 

The Defense Highway Act of 1941, 
authorizing aid for the construction, 
dur ing the na t ional emergency, of 
roads needed for nat ional defense on 
the "strategic ne twork of highways" 
approved by the Secretary of War, 
made grants for five separate cate
gories. Grants for cr i t ica l deficien
cies i n highways and bridges on the 
strategic network were allocated hal f 
according to section 21 of the 1921 act, 
w i t h the Federal Government's m a x i 
m u m share i n the to ta l program set 
at 75 percent, and ha l f on a discre
t ionary basis w i t h no matching re
quirement. Grants for engineering 
surveys on the strategic network were 
allocated according to section 21 and 
had to be matched equally by the 
States. Funds for access roads to m i l i 
t a ry and defense establishments and 
for flight strips were also allocated 
on a discretionary basis, but no State 
matching was required for these. 

Toward the end of the war, this act 
was followed by the Federal Highway 
Act of 1944 for the postwar con
s t ruc t ion of highways and bridges, 
grade-crossing el iminat ion, and the 

preparation of such plans. Grants 
amount ing to $500 mi l l ion a year for 3 
successive postwar years were author
ized, to be matched i n fu l l by State-
local funds. Some refinements made 
i n the allocation formula represent a 
compromise between urban and ru ra l 
interests. The section 21 formula is 
retained for the allocation of funds 
for Federal-aid interstate highways 
and is only s l ight ly modified by the 
substi tution of r u r a l population for 
t o t a l populat ion i n the dis t r ibut ion of 
one- th i rd of the funds for secondary 
and feeder roads. The more impor
t an t innovat ion is i n the appropria
t ion for highways i n urban areas; 
these funds are to be allocated among 
States on the basis of the population 
i n urban areas of 5,000 or more i n each 
State. Future Federal highway grant 
legislation w i l l indicate whether the 
act of 1944 is a significant modifica
t ion of the t rad i t iona l formula of sec
t ion 21, or a temporary compromise 
giving supplementary grants to urban 
areas for the alleviation of the i r pres
ent traffic problems. 

A few months before the passage 
of the postwar highway act, ad
vances to State and local govern
ments for planning public works were 
authorized under the W a r Mobil iza
t ion and Reconversion Act . They 
were not ordinary grants- in-aid, but 
ra ther loans and advances, to be re
paid when the actual construction 
was undertaken. They followed, 
however, an al lotment procedure 
s imilar to t ha t for some grants: 90 
percent of the sums appropriated 
were to be allotted according to popu
la t ion and 10 percent at the discretion 
of the Federal Works Adminis t ra tor . 

Grant Actions of the Seventy-ninth 
Congress 

The Seventy-ninth Congress passed 
several major pieces of g ran t - in -a id 
legislation, and its committees con
sidered a great many more. I n addi
t ion , Congress gave much at tent ion to 
bills proposing systems of equaliza
t i on ("variable") grants and, though 
rejecting most of the far-reaching 
proposals for change i n existing fo r 
mulas, i t enacted the first g r an t - in -
aid law to spell out i n detail an equal
izat ion formula (the School Lunch 



A c t ) . Equalization formulas are 
"variable" i n tha t allocation and 
matching vary directly w i t h need and 
inversely w i t h fiscal abil i ty. 

New grant legislation i n 1945 for 
agricultural extension work, l ike the 
Bankhead-Jones Act of 1935, substi
tuted f a r m population for the old 
rura l population base for the alloca
t ion of the great bulk of the new 
funds. A smaller sum of $500,000, 
however, is distributed on an entirely 
new set of factors: the allocation is 
based on "special needs due to popu
la t ion characteristics, area i n rela
t ion to f a r m population, or other spe
cial problems," as determined by the 
Secretary of Agriculture. Not more 
than 10 percent of the sum shall be 
allotted to any one State for any 1 
year. These discretionary allotments 
must be matched by an equal amount 
of State funds, while those based on 
f a r m population need not be matched. 

The Federal Ai rpor t Act , to pro
vide Federal aid for the development 
of public airports, extended grants to 
a new function. This program has 
much i n common w i t h tha t for h i g h 
way aid, part icularly w i t h regard to 
financial arrangements. The act au
thorizes $500 mi l l ion for a 7-year pro
gram; of each annual appropriat ion, 
75 percent of the amount available 
for grants for projects w i t h i n States 
must be apportioned among the 
States—one-half according to popu
la t ion and one-half according to 
area. These amounts are available 
to pay the Federal share of approved 
projects, wh ich shall be 50 percent of 
the allowable costs for class 3 or 
smaller airports and such port ion, no t 
exceeding 50 percent, as the A d m i n 
is trator of Civil Aeronautics may 
deem appropriate for class 4 or larger 
airports. The remaining 25 percent 
of the annual sum available for 
grants constitutes a discretionary 
fund tha t may be used to pay the 
Federal share i n approved projects 
t ha t the Adminis t ra tor finds appro
priate for carrying out the nat ional 
a irport plan, regardless of the States 
i n which they are located. These 
moneys may also be used to pay the 
Federal share for projects i n na
t ional parks and recreation areas, 
nat ional monuments, and nat ional 
forests. The Federal share for p r o j 
ects i n Alaska shall be not less t h a n 

50 percent for class 3 or smaller a i r
ports and not more than 75 percent 
i n any case. There is also a public 
land provision similar to t ha t i n the 
highway program. Specifically, the 
max imum Federal share may be i n 
creased by whichever is smaller: (1) 
25 percent, or (2) a percentage equal 
to one-half the percentage tha t the 
area of unappropriated and unre
served public lands and nontaxable 
Ind ian lands, where they exceed 5 
percent of the area of the State, is 
of i ts to ta l area. 

T h e Nat ional School L u n c h Act, 
passed toward the end of the second 
session of the Seventy-ninth Con
gress, contains an equalization (va r i 
able grant) formula i n tha t the dis
t r ibu t ion of Federal funds varies d i 
rectly w i t h a State's need for the pro
gram and inversely w i t h the abi l i ty 
of a State and its localities to finance 
the program. Furthermore, i n the 
States tha t have per capita incomes 
below the nat ional average, the re
quired rate of non-Federal matching 
of Federal funds also varies directly 
w i t h State fiscal abil i ty. 

Specifically, the funds available for 
grants are apportioned among the 
States i n the proport ion tha t each 
State's index of need is of the to ta l of 
such indexes. The index of need for 
each State is determined by m u l t i p l y 
ing the State's population aged 5 
th rough 17 by the ra t io of per capita 
income i n the Uni ted States to per 
capita income i n tha t State. Thus, 
the smaller the per capita income of 
the State the greater the weight ap
plied to the school-age population. 

The matching requirement i n this 
act is another example of a "ratchet" 
provision, designed progressively to 
lessen the relative Federal share i n 
the to ta l program over the years. 
F r o m 1947 through 1950, every Fed
eral dollar must be matched by $1 
f r o m sources w i t h i n the State; f rom 
1951 through 1955, by $1.50; and 
thereafter, by $3. The matching re
quired for a State whose per capita 
income is below that of the Uni ted 
States average is decreased by the 
percent by which the State per capita 
income falls below the average. 

As a result of the combined opera
t ion of the allotment formula and 
variable matching, the to ta l funds per 
ch i ld f rom a l l sources w i l l be progres

sively greater among successively 
lower-income States, i f a l l States 
match i n f u l l their Federal allotments. 
Furthermore, for States below the na 
t ional average i n per capita income, 
the relative Federal share i n the 
to ta l program is progressively greater 
among successively lower-income 
States. 

I n Ju ly 1946 the Public Hea l th 
Service Act was fur ther amended by 
the inclusion of a section establishing 
grants for improvement of menta l 
hea l th th rough research relat ing to 
psychiatric disorders. Incorporated 
i n the grant provision of the basic act 
is an addit ional $10 mi l l i on , making 
$30 m i l l i o n authorized annually to be 
allocated according to population, the 
mental health problem and other spe
cial heal th problems i n the respective 
States, and financial need. 

The Labor Department-Federal 
Security Agency Appropr ia t ion Act 
for the fiscal year 1947 provided for 
the r e tu rn to State control , on No
vember 15, 1946, of the public employ
ment offices and a l l the i r facilities, 
wh ich the States had transferred to 
the Federal Government on January 
1, 1942, to promote the nat ional war 
effort. The appropriat ion act sus
pended State matching of the Federal 
grants u n t i l Ju ly 1, 1948, when the 
State matching requirements of the 
Wagner-Peyser Act are to be effective 
again. The legislation also provided 
t h a t payments to States may be i n 
amounts necessary for the "proper 
and efficient adminis t ra t ion" of pub
lic employment offices. The current 
basis used for these grants are esti
mates of work loads, t ime factors, and 
personal services. 

The Vocational Education Act of 
1946 increased considerably the grants 
and m i n i m u m allotments authorized 
by the George-Deen Act i n 1936 for 
vocational education i n agricultural , 
home economics, trade and industr ial , 
and distributive occupations subjects. 
The fa rm, ru ra l , nonfarm, and to ta l 
population, respectively, were factors 
as i n the previous act, except t ha t for 
apportionment and matching bases, 
the f i f t h category—the preparation of 
teachers of vocational subjects—was 
dropped as a separate i tem, and the 
grants of funds for the other four 
categories were liberalized to include 
this funct ion. 



The Social Security Act Amend
ments of 1946 temporari ly changed 
the basis for reimbursement of State 
expenditures for old-age assistance, 
aid to dependent children, and aid to 
the bl ind. For the needy aged and 
the bl ind, the Federal Government 
w i l l , f rom October 1, 1946, th rough De
cember 31, 1947, reimburse the States 
for their expenditures (excluding al l 
amounts i n excess of $45 a m o n t h to 
any individual) to the amount of two-
th i rds of the first $15 of the average 
payment i n the State, mul t ip l ied by 
the number of recipients i n the State, 
plus one-half the remaining amount, 
as well as one-half the to ta l sums 
spent for the proper and efficient ad
minis t ra t ion of the State plan. For 
a id to dependent children (up to a 
max imum of $24 a mon th for the first 
chi ld and $15 for each subsequent 
ch i ld i n the same home) , Federal aid 
dur ing those 5 quarters w i l l equal 
two- th i rds of the first $9 of the aver
age payment mul t ip l ied by the n u m 
ber of dependent children, plus one-
ha l f the remainder, as well as one-
h a l f the administrative expenditures. 

The House Ways and Means Com
mittee had in i t i a l ly reported out a 
b i l l w i t h equalization, or variable, 
Federal matching percentages but 
then reversed itself and reported out 
another b i l l t ha t merely raised the 
Federal maximums while re ta in ing 
50-50 matching; the House approved 
this b i l l . The Senate accepted the 
report of its Finance Committee and 
amended the b i l l to include variable 
grants as originally reported to the 
House, but the conference committee 
compromised the differences by re
por t ing out the fractional formula, i n 
the fo rm just outlined, which both 
Houses accepted dur ing the closing 
days of the session. 

This act also amended t i t l e V of the 
Social Security Act by increasing sub
stantial ly the grants authorized for 
the three maternal and chi ld heal th 
and welfare programs administered 
by the Children's Bureau. Most of 
the increase was i n unmatched funds. 

Among the last of the g ran t - in -a id 
programs approved by the President 
for the session was tha t for hospital 
surveys and construction. The pur
pose of the act, which added a hew 
t i t l e to the Public Heal th Service Act , 
is to enable States to make an inven

to ry of existing hospital facilities, 
survey the need for hospitals and 
heal th centers, develop programs for 
construction, and f inal ly, to assist the 
States i n f inancing construction of 
hospitals based on such programs 
over a 5-year period, fiscal years 1947 
through 1951. State-by-State al lot
ments for the making of surveys and 
plans are i n propor t ion to population, 
and w i t h i n its al lotment each State 
may receive one- th i rd of its expendi
tures for this purpose. 

The formula for the allocation of 
the construction grants is related to 
per capita income. Allocations are 
made on a variable basis, intended to 
reflect the differences both i n State 
income and i n the State's need for new 
hospital construction. The allotment 
to w h i c h each State is entitled is de
termined by mul t i p ly ing its popula
t i o n by the square of its allotment 
percentage. The al lotment percent
age for any State, i n t u rn , "shall 
be 100 per centum less tha t percent
age which bears the same rat io 
to 50 per centum as the per capita 
income of such State bears to the per 
capita income of the continental 
Uni ted States (excluding Alaska), ex
cept t ha t (1) the al lotment percent
age shall i n no case be more t h a n 75 

per centum or less than 33 1/3 per cen
tum, and (2) the al lotment percent
age for Alaska and Hawai i shall be 
50 per centum each, and the al lot
ment percentage for Puerto Rico 
shall be 75 per cen tum." 6 Each 
State's a l lotment is the proport ion of 
the to ta l to be al lot ted tha t its 
weighted populat ion is of the sum of 
the weighted populations. The effect 
of this formula is to increase Federal 
grants, relatively, as State per capita 
income declines. 

As passed or ig inal ly by the Senate, 
S. 191 (the Hospital Survey and Con
struct ion Act ) would have varied the 
Federal-State matching percentages 
i n exactly the same way as the a l lo t 
ment percentages. I n i ts f inal form, 
the match ing provision requires $2 
f rom each State for every $1 of Fed
eral aid. This ra t io results i n pro
gressively larger to ta l funds per cap
i ta i n the States as the i r relative per 
capita income declines, but i t also re
quires a far greater effort on the par t 
of the lower-income States to match 

6 This is the same fo rmula , except for 
the l i m i t s imposed, as t h a t for ma tch ing 
percentages for pub l i c hea l t h and mater
na l and c h i l d hea l t h and welfare grants 
i n the Wagner -Murray-Dinge l l b i l l s of the 
79th Congress. 

Table 2 . — E s t i m a t e d amount of grants by major allocation bases and matching require
ments, fiscal year 1946-47 1 

[Amounts i n millions] 

Basis of allocation 

To ta l 
N o match

ing re
quired 

Matching 
required Basis of allocation 

Amount 
Percentage 
dis t r ibu

t i on 

N o match
ing re
quired 

Matching 
required 

To ta l $1,237 100 $212 $1,024 

To ta l , fixed ratio matching 2 --- --- --- 951 
Tota l , matching varied according to fiscal ab i l i ty 3 --- --- --- 73 

State-local expenditures 4  606 49 
---

606 
Population 186 15 30 156 

T o t a l _ 82 7 9 73 
General 5 95 8 21 74 
Special 6 8 1 .1 8 

Area and mileage 7 146 11 7 139 
Cost of service 130 12 125 5 
"Need" and fiscal ab i l i t y 8 88 7 9 79 
Discretion 41 3 23 18 
Special problems 9 25 2 6 19 
Equa l shares 15 1 12 4 

1 Based on estimated obligations for 1946-47 shown 
i n the Budget of the United States Government for the 
Fiscal Year Ending June 3O, 1948. 

2 Includes a l l matching which treats a l l States on a 
par w i t h one another. 

3 Match ing ratio varies w i t h the States' relative 
fiscal ab i l i t y . 

4 Ma tch ing of these expenditures w i t h i n certain 
m a x i m u m l i m i t s . 

5 Urban , rura l , farm, nonfarm population, or other 
census category. 

6 Population aided; for example, number of b l ind 
i n public ins t i tu t ions for their education, number of 
soldiers and sailors i n State homes for disabled 
veterans, etc. 

7 Mileage includes rura l delivery, Federal-aid 
highway, railroad mileage. 

8 Allocation varies w i t h a population measure and 
w i t h State fiscal ab i l i t y . 

9 For example, special health problems. 



the i r Federal allotments. The al lo
cation provision w i l l tend to equalize 
hospital facilities, but the matching 
provision prevents equalization of 
State tax effort for the program. 

The last Federal aid act approved 
i n 1946 was for agricul tural research, 
especially i n market ing and d is t r ibu
t ion . T i t l e I of the act provides for 
grants to State agr icul tural experi
ment stations. Of the funds author
ized, 20 percent is to be divided equally 
among the States and Territories, 52 
percent is to be allocated one-half ac
cording to ru r a l population and one-
ha l f according to f a rm population, 
and 25 percent constitutes a regional 
research fund f rom which the Secre
t a r y of Agricul ture may make discre
t ionary grants when two or more 
States have embarked on a coopera
t ive program. The remaining 3 per
cent goes to the Office of Experiment 
Stations of the U . S. Department of 
Agriculture to meet the cost of ad
minister ing the act. The States must 
match dollar for dollar al l grants but 
those f rom the regional fund. 

Despite the fact tha t the variable 

grants proposed for education, heal th, 
and welfare were not enacted (except 
those for school lunches), the Sev
en ty -n in th Congress gave more con
sideration and support to the equal
ization principle t h a n had ever been 
given before. 

The Eigh t ie th Congress i n its first 
session took no gran t - in -a id action 
other than to extend the public as
sistance financing amendments of 
1946 through June 30, 1950. Serious 
consideration was given, however, to a 
b i l l for Federal aid to education, a b i l l 
for grants to States for the medically 
needy, and a b i l l for school heal th 
services. 

A summary of the relative dollar 
importance of the various allocation 
and matching formulas being used to
day is shown i n table 2. About 50 
percent of a l l grants are distr ibuted 
among States i n relation to State and 
local expenditures. Another large 
share is allocated according to meas
ures of need, such as population, area, 
mileage, and the cost of furnishing the 
aided services. Only a small par t of 
to ta l grants, about 7 percent, is al lo

cated w i t h some consideration of rela
tive State fiscal abi l i ty . 

For every $1 of Federal aid tha t 
does not entai l State and local match
ing, roughly $5 does require such 
matching. Of the matched grants, 
only one, t ha t for school lunches, 
varies the ra t io of State to Federal 
funds w i t h the States' relative abil i ty 
to raise these funds. 

The present allocation among States 
of many grants has been criticized on 
the ground of inequity—inequity of 
service level and inequity of tax bur
dens called for by matching require
ments. Moreover, i n many programs 
the current manner of dis t r ibut ion is 
uneconomical i n t ha t need is often 
not met where i t is found. Tota l 
grants for a l l programs today vary 
substantially among the States, but 
not directly w i t h need and not i n 
versely w i t h abi l i ty . On these counts 
and because of the lack of un i fo rmi ty 
i n f inancial provisions among related 
Federal aid programs, serious recon
sideration of the entire problem of 
Federal grants to States would seem 
to be necessary. 


