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Development of Federal Grant Allocations
By Cecile Goldberg *

THE ALLOCATION of grants among
States, though not significant while
Federal aids were but a small part of
total government expenditures, has
taken on increasing importance as
the size and scope of grants-in-aid
have grown. Total Federal grants to
States for the fiscal year 1946-47 are
estimated at more than $1 billion,
continuing a gradual upward trend.
Grants for social security and related
health and welfare programs consti-
tute about 70 percent of the 194647
total; the other 30 percent is com-
posed of aids for education, transpor-
tation, and the development and con-
servation of natural resources.

The importance of grants-in-aid
was recoghized by President Truman
in his first Economic Report to Con-
gress, when he pointed out that ‘“the
Federal Government is engaged in
several programs of grants-in-aid to
State and local governments involv-
ing large amounts of money. Further
programs are planned. These pro-
grams . . . contribute greatly toward
bringing all sections of the country
up to the levels of productivity con-
sistent with American standards of
living.” Therefore, the President re-
ported, he had asked the Council of
Economic Advisers to determine, in
cooperation with other Federal agen-
cies and State and local officials, “to
what extent revised standards for the
distribution of these grants may take
into account more fully the needs for
support that exist in various parts
of the country.”

The problem of the distribution of
Pederal grants-in-aid among States
has received less attention in the past
than questions of what function to
aid or the proportions such aid should
assume. Yet the Federal allocation
influences the amount of money that
a State has to spend for a particular
service, which in effect determines
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the level of adequacy of the program.
Equally important to adequacy, of

- course, is the effectiveness of a pro-

gram’s administration, but only the
nature and evolution of Federal allo-
cation formulas are considered here.

Federal “grants-in-aid,” as used
here, refer to payments for coopera-
tive programs, which are made from
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 stimu-
late new programs, to combine local
control with national money-raising
powers, to assure a national mini-
mum in programs of vital interest to
all, to equalize service levels and rela-
tive tax burdens of a program, to im-
prove the combined Federal-State-
local tax system, and to aid in main-
taining or approaching full employ-
ment.

The purposes for which grants are
made have been most important in
determining the financial arrange-
ments adopted. Often, however, the
purposes have not been fully 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 health and welfare services.
When a national interest is recog-
nized and when local administration
has distinct merits, whether for ad-
ministrative, political, or constitu-
tional reasons, the allocation and
matching techniques employed
should be designed to maintain a
basic minimum program without
placing undue burdens on taxpayers
in some States. Such techniques are
particularly important in the more
expensive and more essential health
and welfare programs. If the Fed-
eral share in the total program is to

be fairly substantial, the most effi-
cient and economical use of Federal
aid would in many cases be a distri-
bution that would take into account
relative State-local need for and
ability to finance the service—that is,
an equalizing allocation and/or
matching formula.

Allocation formulas cannot be con-
sidered apart from matching formu-
las when a matching requirement ex-
ists; it is the total level of activity
effected by the operation of both fur-
mulas together that is significant.
Matching funds required of the States
usually bear some uniform ratio to
Federal aid; for one program the
matching varies with State per capita
income when it falls below the na-
tional average.

Allocation formulas are of two
major types, statutory and discre-
tionary. Within either category, allo-
cations may be based on one factor or
a combination of several factors—
uniform lump-sum amounts, some
general or special measure of popula-
tion, area, star-route postal mileage,
representation in Congress, and so on.
For several programs, they depend on
the amount of State-local expendi-
tures for the purpose. In 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 in number and
broadened in scope, bases for the ap-
portionment of funds among the
States have also changed in character.
The evolution of allocation formulas,
however, has not been nearly so pro-
gressive as has the growth, both in
size and purpose, of the grants them-
selves. Thus, although today many of
the actual and proposed allocation
formulas are better adapted than were
earlier ones to meet varying degrees
of need in the several States, large
sums of money are still being dis-
tributed among the States with only
approximate regard for need and, in
almost every instance, with no rela-
tion 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 in the simplest manner,
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either in uniform amounts or in pro-
portion to representation in Congress.
The latter factor corresponds roughly
to population (with some overweight-
ing for small States) and thus is a
crude measure of need.

The land grants for public schools
and universities were uniform for each
geographic subdivision. Those for
public schools were initially one sec-
tion ef land out of every township, to
be reserved for the maintenance of
public schools within 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. In addition,
not more than two complete town-
ships were to be given each State per-
petually “for the purposes of a uni-
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 religion.”

In 1837 the surplus above $5 million
in the United States Treasury was
apportioned among the States “in
proportion to their respective repre-
sentation in the Senate and House of
Representatives of the United States.”
The Morrill Act of 1862, making land
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 in land scrip
for each Senator and Representative
in Congress to whom it was entitled
by the apportionment under the cen-
sus of 1860. This act was the first to
aid a State function for which the
Federal Government later assumed a
continuing responsibility. It was also

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

the last of the general land grant
acts.

Measures of Allocation Up to World
Warl

Except for the general “loan” of
1837, all grants to States until 1879
were land grants. In that year the
passage of the act to aid education
of the blind marked the beginning of
a whole series of money grants to
States under permanent legislation.
From then until the First World War,
though a number of Federal aid acts
apportioned funds among the States
in uniform amounts, distribution un-
der some acts was made according to
more refined measures of need, usu-
ally a population factor. A few acts
used an entirely new basis.

Grants for manufacturing and dis-
tributing embossed books for the
blind and “tangible apparatus” for
their instruction, initiated in 1879}
were, and are now, allocated accord-
ing to the number of pupils in public
institutions for the education of the
blind. This factor is a direct meas-
ure of the relative need for the serv-
ice within each State.

Similarly, grants for homes for dis-
abled soldiers and sailors are allo-
cated among States on the basis of a
uniform amount yearly for every in-
mate in such a home. The act of
1888} initiating Federal grants for

1The benefits actually received by the
blind under this program, however, are in
kind. Federal funds go to the American
Printing House for the Blind, which in
turn distributes books and teaching
equipment.

2The matching provision was incor-
porated in the appropriation act for the
fiscal year 1890.

lump-sum allotments to States. No
doubt a certain minimum sum is
needed to provide the basic organiza-
tion required in any State to perform
the aided function, but such an allo-
cation does not adequately measure
each State’s total need for a particu-
lar service. As an example of the
lump-sum allotment, the Hatch Act
of 1887, to aid in financing agricul-
tural experiment stations, provided
that each State receive annually $15,-
000 for this function; an additional
$15,000 annually was authorized by
the Adams Act of 1906. The second
Morrill Act, passed in 1890, providedq
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 in 1911
for the purpose of cooperating with
States in preventing and fighting
forest fires along watersheds of navi-
gable streams. The Secretary of
Agriculture was empowered to enter
into cooperative agreements on such
conditions as he deemed wise, pro-
vided that each Federal allotment was
matched by a similar amount from
State and local funds.

Annual Federal grants for the main-
tenance and support of State and mu-
nicipal marine schools, started in
1911, introduced the first “open-end”
or indefinite matching grant. An-:
open-end grant sets no specific limit
on the amount authorized and carries
the implication that the Federal Gov-
ernment will advance or reimburse all
or some stated portion of State (and
local) expenditures for the program
and that a Federal deficiency appro-
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priation will be made if necessary. In
their more wusual form, open-end
grants offer Federal aid within some
indefinite, but implicit, limit. In the
case of the grants for marine schools
the amount of the Federal grant was
not specified except that the sums ex-
rended by States or municipalities
would be matched dollar for dollar
with a maXimum grant of $25,000 per
school. This grant was thus logically
a forerunner of the arrangement
adopted for public assistance financ-
ing in the Social Security Act.

A deviation from the consistent use
of lump-sum apportionments for agri-
cultural education came with the pas-
sage of the Smith-Lever Act in 1914,
This act, giving Federal aid for agri-
cultural extension work, provided for
the distribution of a large amount on
the basis of rural population, to be
matched dollar for dollar by State
funds, as well as a much smaller sum
in uniform lump-sum allotments.

Allocation Measures From World
War I Until the Depression

The Federal-aid higshway program,
in addition to being the first really
significant grant-in-aid program
from a fiscal point of view, departed
markedly from the traditional closed-
allocation formulas. The Federal
Aid Road Act of 1916 for aid in the
construction of rural post roads laid
down the basis for subsequent high-
way allocation formulas. Three fac-
tors were specified for use in the al-
location of funds among States—
area, population, and rural and star-
route postal mileage—and all three
were given equal weight. A limita-
tion was placed on the formula, how-
ever, in that aid could not -exceed
$10,000 per mile of road constructed.
Dollar-for-dollar matching of Fed-
eral funds by State -funds was re-
quired.

Except for highway grants, the
other new or increased grants in this
period tended to use lump-sum allot-
ments or some general or specific
population factor. At least one act
permitted discretionary allocation.
The matching principle became gen-
erally accepted during this period.

With the passage of the Smith-
Hughes Act in 1917, Federal aid in the
form 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 still 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 in
agricultural subjects are allocated on
the basis of rural population; for
courses in trade, home economics,
and industrial 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 minimum annual allotment to a
State was originally $5,000 but was
increased eventually to $10,000. All
Federal aid must be matched dollar
for dollar by State and local funds.
Additional annual appropriations
were authorized in 1929 for salaries
of teachers, supervisors, and directors
of agricultural subjects and of home
economics. Funds for the former are
allocated among States on the basis of

.farm population alone and for the

latter on the basis of rural population;
50-50 matching is required for both.
The use of farm rather than rural
population as a base for the alloca-
tion of funds for agricultural subjects
represents an effort to relate the dis-
tribution formula more closely to the
population group to be served. The
separation for allotment purposes of
home economics from its earlier link-
age with trade and industrial sub-
Jects appears to indicate a desire on
the part of Congress to aid home
economics departments in rural
rather than urban schools. Further
legislative refinements along these
lines were made later, together with
additional appropriations, and will
be discussed below.

Closely allied to the grant program
for vocational education is that for
vocational rehabilitation, started in
1920. The Vocational Rehabilitation
Act of that year provided grants to
States for the vocational rehabilita-
tion of persons disabled in industry
and for their placement in employ-
ment. These grants are allocated
among the States according to popu-~
lation, with a minimum allotment in
any year of $5,000 to a State and a
requirement of 50-50 matching by the
State. A subsequent additional ap-
propriation, first made in 1930, fol-

lows the same pattern except that the
minimum allotment under that ap-
propriation is $10,000.

Certain health functions received
Federal aid for the first time during
this period. A deficiency appropria-
tion in 1916 started a series of small
grants for special studies and demon-
stration work in rural sanitation.
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 f{funds
were distributed among the States on
the basis of population, and in the
second year the allotments had to be
matched equally from State funds.
The Sheppard-Towner Act of 1921,
which provided funds for the promo-
tion 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 into the field of
maternal and infant health. These
funds were distributed among States
partly on a uniform lump-sum basis
and partly according to population;
$5,000 of each State’s lump-sum al-
lotments and the total population
allotments carried a requirement of
equal State matching.

During this period also, the Federal
Government increased its grants for
several Federal-State functions al-
ready established: education of the
blind, State homes for disabled sol-
diers and sailors, highways, agricul-
tural 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 in the high-
way grants.

The 1921 Highway Act brought the
1916 allocation formula into basic leg-
islation (“section 21”) for the inter-
state and intrastate Federal-aid high-
way system. The major modification
of the formula at that time was an
increase in the Federal percentage
(normally 50 percent) for States con-
taining unappropriated public lands
exceeding 5 percent of their total area.
In these States the Federal share was
increased by one-half the percentage
that the area of such lands is of the
total area of the State. The maximum
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Federal aid per mile was also in-
creased, and in the cases just men-
tioned this maximum was further
raised in proportion to the increase in
the percent of Federal aid granted.

A Federal grant was made by the
Clarke-McNary Act of 1924 for co-
operative farm forestry and forest-fire
prevention. ‘The funds were to be
used at the discretion of the Secre-
tary of Agriculture, who was again
empowered to enter into cooperative
agreements with State officials. Fed-
eral aid had to be matched by an equal
amount of State funds.

Measures of Allocation During the
1930’s

The depression and the resulting
changes in the role of government
caused a tremendous expansion in
Federal grants to States, both as to
functions covered and the amounts of
money involved. The urgencies of the
day focused greater attention than
previously on the problem of distribu-
tion of these large sums of money.
Consequently, many of the allocation
formulas written into legislation or
adopted by administrative interpreta-
tion of general statutory language
were more complex than the earlier
ones, largely because of the effort to
measure need more accurately. The
first active recognition of the princi-
ple of equalization came in this pe-
riod. Certain of the existing formulas
were changed somewhat to adapt
them better to the ends sought. At
the same time, however, many old for-
mulas with their less exact measures
of need were repeated in new legisla-
tion.

Relief, public works, and employ-
ment office acts.—The first of the de-
pression grants came with the Emer-
gency Relief and Construction Act of
1932 to relieve destitution, broaden
the lending powers of the Recon-
struction Finance Corporation, and
create employment. To accomplish
part of this objective, $120 million in
Federal aid was appropriated for
highway construction work, to be dis-
tributed according to the section 21
formula (Y% area, Y3 population, and
14 post-road mileage). The amounts
apportioned to the States were avail-
able as a temporary advance and
could be used by the States to match
their regular Federal-aid apportion-

ments. These amounts were to he
reimbursed, however, beginning with
the fiscal year 1938, by annual deduc-
tions from the regular allotments.

Subsequent highway-aid legisla-
tion, designed to increase employ-
ment through emergency construc-
tion, did alter the distribution
formula, however. Grants for this
purpose under the National Indus-
trial Recovery Act of 1933, the Hay-
den-Cartwright Act of 1934, and the
Emergency Relief Appropriation Act
of 1935 provided for the apportion-
ment of seven-eighths of the funds
for the Federal-aid highway system
according to the usual formula; the
other one-eighth was allécated on the
basis of population. This, in effect,
gave the population factor the greater
weight of 1054, as compared with
weights of %4 for area and for post-
road mileage. This adjustment in
the formula channeled more of the
highway aid into the most populous
States, where the unemployment
problem was more acute. Matching
was dispensed with during this emer-
gency period.

The 1935 Emergency Relief Appro-
priation Act also gave Federal aid for
the elimination of hazards at grade
crossings., The distribution of these
funds was based on an adaptation
of the highway-aid formula. One-
half of the funds was distributed ac-
cording to the population, Y4 accord-
ing to mileage on the Federal-aid
highway system, and Y according to
railroad mileage (instead of area).
No State matching was required.

To supplement the normal Federal
aid functions, enormous grants were
made at this time for public works
and direct relief. The Emergency
Relief and Construction Act of 1932
had provided that the Reconstruction
Finance Corporation might make
“self-liquidating” loans to State and
local governments to aid them in
providing necessary relief. This
device, intended to stimulate State-
local expenditures, did not prove ef-
fective and was soon replaced by
grants., The Federal Emergency Re-
lief Act of 1933 authorized grants of
$500 million for relief. Half of these
grants could be used to reimburse
one-third of the expenditures of State
and local governmental units for re-
lief; the remainder was to be used

when the funds available within a
State from all sources, including
Pederal, were found to be less than
estimated relief needs. Not more than
15 percent of the total Federal appro-
priation under this act could go to any
one State.

From the date of this act through
the fall of 1937, when the grant pro-
grams under the Social Security Act
were in virtually full operation, Con-
gress authorized more than $3 billion
for relief purposes through the me-
dium of the Federal Emergency Relief
Administration. (Another $3 billion
was expended directly rather than
through grants in 1936 and 1937 by
the Works Progress Administration.)
These grants deserve close interest be-
cause of their size and the various
methods of allocation used. It was
left to the discretion of the Adminis-
trator of the FERA to distribute most
of the funds among the States, and
the traditional matching requirement
was waived in most cases.

According to one authority, the 1933
legislation was the product of a com-
promise between two schools of
thought in Congress.®! One, fearing
the use of discretion by an adminis-
trative official, wanted to write the
allocation formula and matching
provisions into the law. This group
felt that the matching approach was
desirable because it “gave more to
those States with the greater expendi-
tures, or ‘need’.” 'The other group be-
lieved that State expenditures did not
necessarily represent an accurate
measurement of need and that reim-
bursement would only increase the
inequity, since the States spending
the most would receive the most.
This school held out for administra-
tive discretion in the disposal of the
funds.

Before the first year was out, all re-
lief grants were made on a discretion-
ary basis; later grants did not include
matching provisions, on the ground
that 50-50 matching defeated the
principle of equalization and was ill
adapted to the exigencies of the relief
situation of 1933-35. The activities
of the FERA represented the first at-
tempt by the Federal Government to
distribute funds on a “variable grant”
basis.

3B, A, Willlams, Federal Aid for Relfef,
1939.
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From the end of 1933 through 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 in the fall
of 1934 as being too subjective, Then,
mathematical formulas were worked
out to determine the relative ability
of a State to finance a share of the
program. To ensure that 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-
lation, tax collections, governmental
receipts and expenditures, and assess-
ment ratios. Four tentative quotas
were computed from these data, and
a fifth was devised to take into ac-
count some factors that could not be
measured, such as restrictions on
taxation and indebtedness and local
attitudes. The final quotas were
used as a basis for negotiation be-
tween the States and the Administra-
tor. This method resulted in great
divergences among the States in the
Federal Government’s share in the
relief programs.

An approach to the problem of un-
employment through placement of
unemployed workers eventuated in
grants to States for the establish-
ment and maintenance of public em-
ployment offices. The Wagner-Pey-
ser Act of 1933 set up in the Depart-
ment of Labor a United States Em-
ployment Service, which was empow-
ered to make grants of money to
States over a 5-year period. At least
75 percent of the funds had to be allo-
cated on the basis of total population,
and all Federal aid had to be matched
by a similar amount of State and lo-
cal funds together; furthermore, at
least 25 percent of the population al-
lotment, and not less than $5,000 in
any event, must be from State funds
alone. The act was amended in 1935
to require a minimum grant to each
State of $10,000 annually.

During 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 National Industrial
Recovery Act of 1933, in addition to

making grants for highway construc-
tion projects, allowed a large sum for
public works. The Emergency Relief
and Construction Act of 1932 had au-
thorized “loans” from the Recon-
struction Finance Corporation to
States and localities, but title II of
NIRA initiated the extension of
grants in the field of general public
works. The Federal Emergency Ad-
ministration of Public Works, created
by title II, operated Federal projects
and administered grants and loans
for State and local public works proj-
ects. Additional funds for this pur-
pose were authorized by the 1935
Emergency Relief Appropriation 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 allot-
ments.* Funds for each project were
applied for directly by the govern-
mental unit undertaking it, and each
project was judged on the basis of its
own soundness from the legal, engi-
neering, and financial points of view.
Although no quota system was estab-
lished, serious consideration was given
to criteria which might be useful in
determining need for FPederal aid and
making allotments. The main fac-
tors considered were population, un-
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, it was felt, 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 34
to population and of % to the esti-
mated number of unemployed. These
were used merely as a guide to pre-
vent concentration of funds in a few
States.

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
maximum as a reward for economical
expenditure; in the end, however, a
uniform ratio prevailed. The maXi-
mum was raised to 45 percent in 1935,
and since this percentage pertained to

* Juanita K. Williams, Grants-In-Aid
under the Public Works Administration,
1939, chapter 4.

the total cost of the project and not
merely to labor and materials, the
Federal share was thus virtually
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-
rity. With the passage of the Social
Security Act in 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 into use on a large
scale. The grants are open-end in
the sense that there is no maximum
on the total Federal aid authorized
and in that Federal aid will match all
reimbursable. State-local expendi-
tures. There are maximums, how-
ever, on the PFederal aid per indi-
vidual recipient per month.

Federal aid for old-age assistance
and for aid to the blind, under the
original act, was limited to 50 per-
cent of the payments, up to a Fed-
eral-State total of $30 a month per
recipient. An additional 5 percent of
the total amount granted for assist-
ance payments was provided for use
in financing the costs of administra-
tion, or payments to individuals, or
both. Federal grants for aid to de-
pendent children were 33Y; percent
of the expenditures for assistance, up
to a monthly total of $18 for the first
child and $12 for each additional
child in the same home.

These provisions were liberalized
somewhat by the 1939 amendments to
the Social Security Act. The maxi-
mum Federal aid per recipient per
month was changed from $15 to $20
in both the old-age assistance and
aid to the blind programs. In aid to
dependent children, the Federal
share was increased to 50 percent of
the payments up to $18 for the first
child and $12 for each additional
child in the same household. The
legislation also changed grants for
administrative costs for aid to the
blind to 50 percent of the exXpendi-
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
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percent of the cost of the “proper and
efficient” administration of the State
unemployment insurance laws.

The Social Security Act also estab-
lished the present three grant-in-aid
programs of the Children’s Bureau—
maternal and child health, crippled
children, and child welfare services.
Under the 1935 provisions, grants for
maternal and child health services

totaled $3.8 million annually. This -

total was divided into two funds:
Fund A provided $1 million to be al-
lotted among States in uniform lump-
sum grants of $20,000 and $1.8 million
on the basis of- the number of live
births, and Fund B provided $980,000
to be allotted according to financial
need, as determined by the Secretary
of Labor, after taking into considera-
tion the number of live births in each
State. The Fund A allotments had-to
be matched by an equal amount from
State and loecal funds, but no match-
ing was required for Fund B allot-
ments.

Grants for services for crippled
children .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 in 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
from State and local funds,

The original grants for child wel-
fare services amounted to $1.5 million
annually, $10,000 to be allocated to
each State and the remainder to be
allotted on the basis of State plans,
except that each State’s share was
not to exceed its proportion of the
total rural population. No matching
percentage was mentioned, but it was
specified that the grant was to be for
payment of part of the cost of these
services.

The 1939 amendments to the Social
Security Act increased the appropria-
tions for these grants. For maternal
and child health, the sum to be al-
lotted on the basis of live births was
increased from $1.8 million to $2.8
million, and the financial-need por-
tion was raised from $980,000 to
$1,980,000. Grants for services to

crippled children were increased from
$2,850,000 to $3,870,000. In addition
to the previous uniform allotment of
$20,000 to each State, $1,830,000 was
provided for allotment on the basis of
need, and both amounts were to be
matched (Fund A). An additional
$1 million was authorized, with no
matching requirement (Fund B), to
be allocated on the basis of the finan-
cial need of each State for assistance
in carrying out its plan. The Secre-
tary of Labor was given discretionary
powers for allocating these funds,
after taking into consideration the
number of crippled children in need
of the services and the cost of fur-
nishing such services to them; these
two factors were the same as those in
the other (Fund A) allocation made
according to need. Grants authorized
for child welfare services were in-
creased by $10,000 because of the ex-
tension of the title to Puerto Rico.
The unmatched grants made by the
Children’s Bureau on the basis of
financial need are allotted by admin-
istrative discretion. For maternal
and child health, the Bureau in the
past has used formulas that have
taken into account the number of live
births in each State, sparsity of pop-
ulation, excess infant and maternal
mortality, and the continuance of
special projects initiated during 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 chil-

dren in need of such services, the cost

of furnishing services to them, per
capita income, sparsity of population,
cases of poliomyelitis, deaths of chil-
dren from heart disease, number of
crippled children on State registers,
special programs for care and treat-
ment of children with rheumatic
fever or heart disease, and other
bases of special needs. In the case of
both grants, the factors have been
weighted and have been changed
from time to time, as have the
weighting 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
grant-in-aid programs for vocational

rehabilitation and for public health
work.®! The new funds for vocational
rehabilitation were allocated among
States in the manner provided by the
1920 act, as amended—that is, on the
basis of population, with a minimum
allotment of $10,000 and with the al-
lotments dependent on equal State-
local matching. The 1939 amend-
ments increased the total grant from
$1.9 million to $3.5 million and the
minimum allotment per State from
$10,000 to $20,000. Hawaii was
granted $5,000 for this purpose in
1935, and this sum was raised to
$15,000 in 1939.

Grants for public health work

amounted to $8 million annually, to be

allotted to States on the basis of

.population, special health problems,

and financial needs. No matching
requirement was included. The
amount was raised to $11 million by
the 1939 amendments, but the bases
for apportionment were kept intact.
The interpretation of these bases is
discretionary under the law, and the
percentage weighting of the three
factors, as well as the series used to
refiect the latter two, has varied from
time to time. The U. S. Public
Health Service issues annual regula-
tions on the required amount of State-
local matching of Federal funds.
Though by far the largest grant-
in-aid programs of the thirties,
whether emergency or permanent,
dealt with the problems of unemploy-
ment, public works, welfare, and
health, there were numerous changes
in or additions to the older grant-in-
aid programs. These included voca-
tional education, agricultural exten-
sion work, agricultural experiment
stations, and colleges of agriculture
and mechanic arts. There were also

changes in a few new small programs

created by Congress—farm forestry,
wildlife restoration, and venereal
disease control.

Other grant legislation of the
1930’s.—The George-Ellzey Voca-
tional Education Act of 1934 made
additional grants for agricultural,

s Later, title VI, relating to grants to
States for public health, and title V, part
4, relating to grants to States for voca-
tional rehabilitation, were deleted from
the Social Security Act because of enact-
ment of other legislation in these fields.
See pp. 9 and 10.
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home economics, and trade and in-
dustrial subjects of $1 million 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 population and
rural population, respectively. The
distinction made in that year in sep-
arating home economics allotments
from the category of trade and in-
dustrial subjects was here carried one
step further., Trade and industrial
subjects were established as a sepa-
rate category by this act, with allo-
cations made on the basis of nonfarm
population. Minimum allotments to
a State for any 1 year were $5,000 for
each category, and equal State-local
matching of all funds was required.

The George-Deen Act of 1936 au-
thorized a permanent annual appro-
priation of more than $14 million for
grants for vocational education. Al-
locations for agriculfural, home eco-
nomics, and trade and industrial
subjects followed the pattern of the
George-Ellzey Act. In addition, grants
were provided for courses in subjects
dealing with distributive occupations
and for the preparation of teachers
for all aided subjects. These new
grants were allocated on the basis of
total population. Minimum allot-
ments varied with the size of the
grant to be allocated. This act also
carried with it a new type of match-
ing provision, a “ratchet” provision
designed to increase the States’ share
in the total program over the years by
gradually increasing the percentage of
Federal funds requiring matching.

The rural population base and
matching requirement tradition of
grants for agricultural extension work
were modified by a 1935 authorization
of $1 million for 1 year for additional
cooperative extension work and the
employment of specialists in econom-
ics and marketing. These funds were
to be allocated at the discretion of the
Secretary of Agriculture, and no
matching was called for. The Bank-

head-Jones Act of 1935 reverted to

the lump-sum and population alloca-
tions, but this time farm population
was used as a base, and the act again
waived the matching requirement.
The smaller authorization of 1939 was
another discretionary grant with no
matching requirement.

The allocation of grants for agri-
cultural experiment stations, hither-
to on a uniform lump-sum basis, was
changed in the case of the additional
grants authorized by the Bankhead-
Jones Act. The new funds for re-
search into basic laws and principles
relating to agriculture, especially
methods of production, distribution,
and extension of markets, are allo-
cated among States according to rural
population; equal State matching of
these funds is required.

Similarly, the Bankhead-Jones Act
broke the tradition of lump-sum al-
lotments for grants for agriculture
and mechanic arts colleges. The ad-
ditional funds authorized by this act
included not only a $20,000 uniform
Iump-sum allotment to each State but
also a considerable sum to be dis-
tributed according to total population.
No matching was required, however.

Of the other grant legislation dur-
ing the 1930’s, grants for cooperative
farm forestry were on a discretionary
basis with no matching of funds re-
quired; additional funds for educa-
tion of the blind followed the estab-
lished formula; and grants for vene-
real disease control were on the usual
public health basis, substituting “the
extent of the venereal disease prob-
lem” for the more general “special
health problems” factor. Receipts
from Federal taxes on firearms, shells,
and cartridges were granted to States
for wildlife restoration and allocated
one-half according to area and one-
half on the basis of the number of
holders of paid hunting licenses in
each State; the minimum allotment to
any State was fixed at $15,000 a year,
provided the State spends $5,000 from
its own sources. One-third of the
Federal allotment must be matched
in full by State funds.

Grants During World War 11

The emergency period of defense
and war brought Federal aid to some
new functions and some further
changes in allocation and matching
provisions as new grants were made
to several of the established Federal
aid functions. Some of the peace-
time functions were geared to war-
time exigencies.

Vocational education grants, for
example, were extended in 1940 to

the training of defense workers. The
first authorization of this nature was
for courses of less than college grade
in occupations essential to national
defense. Grants to States were made
in the amount of the cost of such
courses, pursuant to plans approved
by the Commissioner of Education,
with the Federal Government bearing
the main financial burden. Later au-
thorizations extended the purposes to
include engineering courses of college
grade, courses for designated rural
and nonrural youth, courses for youth
under the National Youth Adminis-
tration, and equipment.

Grants for marine schools were lib-
eralized in 1941; the Federal Govern-
ment continued to match sums spent
by States and municipalities, but the
maximum grant was raised to $50,-
000. To receive the additional money
(over the old maximum grant of $25,-
000) the schools must admit out-of-
State students on terms prescribed by
the Maritime Commission; the per
capita costs of such students are paid
from Federal funds.

As an agricultural parallel to these
two training programs, grants were
extended to States in 1943 to provide
needed farm labor. These grants were
allocated on the basis of the Food
Production and Distribution Admin-
istrator’s determination of need and
were funneled through the agricul-
tural extension services of the land
grant colleges. No matching was
required.

The Vocational Rehabilitation Act
Amendments of 1943 greatly expanded
the program in terms both of amounts
available for expenditure and of
coverage and made special provision
for war-disabled civilians. The popu-
lation apportionments were aban-
doned at this time, and the formula
was remodeled somewhat on the pub-
lic assistance basis of uniform Fed-
eral matching of State-local expendi-
tures. The amount authorized yearly
is the sum that shall be necessary.
On the basis of State plans, the Fed-
eral Government pays to each State
all the necessary cost of payments to
war-disabled civilians; one-half the
cost of rehabilitation and medical ex-
aminations; one-half the cost of re-
habilitation services for disabled per-
sons, other than war-disabled civil-
ians, who are needy; and 100 percent
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of the cost of proper and efficient ad-
ministration of the plan. If during
the first 2 years under the new law
the Federal Security Administrator
found that a State had “substantially
exhausted” its funds available for
these expenditures, he had power {o
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, from the word-
ing of the act, to be open-end in that
there is no dollar limit to the amount
of Federal aid beyond the amount of
approved local expenditures. The
Comptroller General recently stated
his opinion, however, that “there is no
legal obligation on the Federal Gov-
ernment to make payments to the
States unless and until the Congress
makes money available for said pur-
pose” and that when the amount
thought to be necessary is appro-
priated each year, it constitutes the
total cost to the Federal Government
for that year. What the effect of the
antideficiency laws and the Comp-
_ troller General’s opinion will be on
this and other so-called open-end
grant programs remains to be seen.

Another emergency program was
reestablished with the authorization
in 1944 of additional funds for forest-
fire prevention, this time especially in
critical areas of national importance.
The grant was $1 million annually
during the existing emergency, to be
allocated at the discretion of the Sec-
retary of Agriculture, with no State
matching requirement.

The rest of the new wartime grants
were for health and highways. One
large new program not written into
permanent law is that for emergency
maternity and infant care. Because
of the success of a demonstration
program in Washington State, fi-
nanced by the Children’s Bureau,
funds were authorized in 1943 for a
Nation-wide program under a gen-
eral appropriation act as an exten-
sion of the maternal and child health
program under the Social Security
Act. Originally designed for the
care of wives and infants of enlisted
men in the lowest four grades, the
emergency program was extended for
a 3-month period later in 1943 to
cover those of all enlisted men, in-

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, within the limits per case
set by regulation.

The Public Health Service Act of
1944 revised and extended the public
health program and repealed title VI
of the Social Security Act pertaining
to public health. Grants covered by
the new act are for general public
health services and the prevention,
treatment, and control of venereal
diseases and tuberculosis. All three
grants are allocated among States on
the basis of (1) population; (2) the
size of special health problems, the
venereal disease problem, and the
tuberculosis problem, respectively;
and (3) financial need. State match-
ing of Federal aid is determined by
regulation rather than by statute.
According to the U. S. Public Health
Service regulations promulgated July
12, 1946, the State must match at
least 50 percent of the Federal grants
for the general public health 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,
during the national emergency, of
roads needed for national defense on
the “strategic network of highways”
approved by the Secretary of War,
made grants for five separate cate-
gories. GQGrants for critical deficien-
cies in highways and bridges on the
strategic network were allocated half
according to section 21 of the 1921 act,
with the Federal Government’s maxi-
mum share in the total program set
at 75 percent, and half on a discre-
tionary basis with 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 mili-
tary 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-
struction of highways and bridges,
grade-crossing elimination, and the

preparation of such plans. Grants
amounting to $500 million a year for 3
successive postwar years were author-
ized, to be matched in full by State-
local funds. Some refinements made
in the allocation formula represent a
compromise between urban and rural
interests. The section 21 formula is
retained for the allocation of funds
for Federal-aid interstate highways
and is only slightly modified by the
substitution of rural population for
total population in the distribution of
one-third of the funds for secondary
and feeder roads. The more impor-
tant innovation is in the appropria-
tion for highways in urban areas;
these funds are to be allocated among
States on the basis of the population
in urban areas of 5,000 or more in each
State. Future Pederal highway grant
legislation will indicate whether the
act of 1944 is a significant modifica-
tion of the traditional formula of sec-
tion 21, or a temporary compromise
giving supplementary grants to urban
areas for the alleviation of their 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 War Mobiliza-
tion and Reconversion Act. They
were not ordinary grants-in-aid, but
rather loans and advances, to be re-
paid when the actual construction
was undertaken. They followed,
however, an allotment procedure
similar to that for some grants: 90
percent of the sums appropriated
were to be allotted according to popu-
lation and 10 percent at the discretion
of the Federal Works Administrator.

Grant Actions of the Seventy-ninth
Congress

The Seventy-ninth Congress passed
several major pieces of grant-in-aid
legislation, and its committees con-
sidered a great many more. In addi-
tion, Congress gave much attention to
bills proposing systems of equaliza-
tion (‘“‘variable”) grants and, though
rejecting most of the far-reaching
proposals for change in existing for-
mulas, it enacted the first grant-in-
aid law to spell out in detail an equal-
ization formula (the School Lunch
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Act). Equalization formulas are
“variable” in that allocation and
matching vary directly with need and
inversely with fiscal ability.

New grant legislation in 1945 for
agricultural extension work, like the
Bankhead-Jones Act of 1935, substi-
tuted farm population for the old
rural population base for the alloca-
tion 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-
lation characteristics, area in rela-
tion to farm 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
farm population need not be matched.

The Federal Airport Act, to pro-
vide Federal aid for the development
of public airports, extended grants to
a new function. This program has
much in common with that for high-
way aid, particularly with regard to
financial arrangements. The act au-
thorizes $500 million for a 7-year pro-
gram; of each annual appropriation,
75 percent of the amount available
for grants for projects within States
must be apportioned among the
States—one-half according to popu-
lation and one-half according to
area. These amounts are available
to pay the Federal share of approved
projects, which shall be 50 percent of
the allowable costs for class 3 or
smaller airports and such portion, not
exceeding 50 percent, as the Admin-
istrator 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 that may be used to pay the
Federal share in approved projects
that the Administrator finds appro-
priate for carrying out the national
airport plan, regardless of the States
in which they are located. These
moneys may also be used to pay the
Federal share for projects in na-
tional parks and recreation areas,
national monuments, and national
forests. The Pederal share for proj-
ects in Alaska shall be not less than

50 percent for class 3 or smaller air-
ports and not more than 75 percent
in any case. There is also a public
land provision similar to that in the
highway program. Specifically, the
maximum Federal share may be in-
creased by whichever is smaller: (1)
25 percent, or (2) a percentage equal
to one-half the percentage that the
area. of unappropriated and unre-
served public lands and nontaxable
Indian lands, where they exceed 5
percent of the area of the State, is
of its total area.

The National School Lunch Act,
passed toward the end of the second
session of the Seventy-ninth Con-
gress, contains an equalization (vari-
able grant) formula in that the dis-
tribution of Federal funds varies di-
rectly with a State’s need for the pro-
gram and inversely with the ability
of a State and its localities to finance
the program. Furthermore, in the
States that have per capita incomes
below the national average, the re-
quired rate of non-Federal matching
of Federal funds also varies directly
with State fiscal ability.

Specifically, the funds available for
grants are apportioned among the
States in the proportion that each
State’s index of need is of the total of
such indexes. The index of need for
each State is determined by multiply-
ing the State’s population aged 5
through 17 by the ratio of per capita
income in the United States to per
capita income in that 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 in this
act is another example of a “ratchet”
provision, designed progressively to
lessen the relative Federal share in
the total program over the years.
From 1947 through 1950, every Fed-
eral dollar must be matched by $1

" from sources within the State; from

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 United
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-
tion of the allotment formula and
variable matching, the total funds per
child from all sources will be progres-

sively greater among successively
lower-income States, if all States
match in full their Federal allotments.
Furthermore, for States below the na-
tional average in per capita income,
the relative Federal share in the
total program is progressively greater
among successively lower-income
States.

In July 1946 the Public Health
Service Act was further amended by
the inclusion of a section establishing
grants for improvement of mental
health through research relating to
psychiatric disorders. Incorporated
in the grant provision of the basic act
is an additional $10 million, making
$30 million authorized annually to be
allocated according to population, the
mental health problem and other spe-
cial health problems in the respective
States, and flnancial need.

The Labor Department-Federal
Security Agency Appropriation Act
for the fiscal year 1947 provided for
the return to State control, on No-
vember 15, 1946, of the public employ-
ment offices and all their facilities,
which the States had transferred to
the Federal Government on January
1, 1942, to promote the national war
effort. The appropriation act sus-
pended State matching of the Federal
grants until July 1, 1948, when the
State matching requirements of the
Wagner-Peyser Act are to be effective
again. The legislation also provided
that payments to States may be in
amounts necessary for the “proper
and efficient administration” of pub-
lic employment offices. The current
basis used for these grants are esti-
mates of work loads, time factors, and
personal services.

The Vocational Education Act of
1946 increased considerably the grants
and minimum allotments authorized
by the George-Deen Act in 1936 for
vocational education in agricultural,
home economics, trade and industrial,
and distributive occupations subjects.
The farm, rural, nonfarm, and total
population, respectively, were factors
as in the previous act, except that for
apportionment and matching bases,
the fifth category—the preparation of
teachers of vocational subjects—was
dropped as a separate item, and the
grants of funds for the other four
categories were liberalized to include
this function.
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The Social Security Act Amend-
ments of 1946 femporarily changed
the basis for reimbursement of State
expenditures for old-age assistance,
aid to dependent children, and aid to
the blind. For the needy aged and
the blind, the Federal Government
will, from October 1, 1946, through De-
cember 31, 1947, reimburse the States
for their expenditures (excluding all
amounts in excess of $45 a month to
any individual) to the amount of two-
thirds of the first $15 of the average
payment in the State, multiplied by
the number of recipients in the State,
plus one-half the remaining amount,
as well as one-half the total sums
spent for the proper and efficient ad-
ministration of the State plan. For
aid to dependent children (up to a
maximum of $24 a month for the first
child and $15 for each subsequent
child in the same home), Federal aid
during those 5 quarters will equal
two-thirds of the first $9 of the aver-
age payment multiplied by the num-
ber of dependent children, plus one-
half the remainder, as well as one-
half the administrative expenditures.

The House Ways and Means Com-
mittee had initially reported out a
bill with equalization, or variable,
Federal matching percentages but
then reversed itself and reported out
another bill that merely raised the
Federal maximums while retaining
50-50 matching; the House approved
this bill. The Senate accepted the
report of its Finance Committee and
amended the bill to include variable
grants as originally reported to the
House, but the conference committee
compromised the differences by re-
porting out the fractional formula, in
the form just outlined, which both
Houses accepted during the closing
days of the session.

This act also amended title V of the
Social Security Act by increasing sub-
stantially the grants authorized for
the three maternal and child health
and welfare programs administered
by the Children’s Bureau. Most of
the increase was in unmatched funds.

Among the last of the grant-in-aid
programs approved by the President
for the session was that for hospital
surveys and construction. The pur-
pose of the act, which added a new
title to the Public Health Service Act,
is to enable States to make an inven-

tory of existing hospital facilities,
survey the need for hospitals and
health centers, develop programs for
construction, and finally, to assist the
States in financing construction of
hospitals based on such programs
over a 5-year period, fiscal years 1947
through 1951. State-by-State allot-
ments for the making of surveys and
plans are in proportion to population,
and within its allotment each State
may receive one-third 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 in State
income and in the State’s need for new
hospital construction. The allotment
to which each State is entitled is de-
termined by multiplying its popula-
tion by the square of its allotment

percentage. The allotment percent,-°

age for any State, in turn, *“shall
be 100 per centum less that percent-
age which bears the same ratio
to 50 per centum as the per capita
income of such State bears to the per
capita income of the continental
United States (excluding Alaska), ex-
cept that (1) the allotment percent-
age shall in no case be more than 75

per centum or less than 33Y; per cen-
tum, and (2) the allotment percent-
age for Alaska and Hawaii shall be
50 per centum each, and the allot-
ment percentage for Puerto Rico
shall be 75 per centum.”® Each
State’s allotment is the proportion of
the total to be allotted that its
weighted population 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 originally by the Senate,
S. 191 (the Hospital Survey and Con-
struction Act) would have varied the
Federal-State matching percentages
in exactly the same way as the allot-
ment percentages. In its final form,
the matching provision requires $2
from each State for every $1 of Fed-
eral aid. This ratio results in pro-
gressively larger total funds per cap-
ita in the States as their relative per
capita income declines, but it also re-
quires a far greater effort on the part
of the lower-income States to match

¢'This is the same formula, except for
the limits imposed, as that for matching
percentages for public health and mater-
nal and child health and welfare grants
in the Wagner-Murray-Dingell bills of the
79th Congress.

Table 2.—Estimated amount of grants by major allocation bases and matching require-
ments, fiscal year 1946-47 1

[Amounts in millions]

Total
No match- .
. . : Matching
Basis of allocation Percents, ing re- s
ge 2 required
Amount | distribu- quired
tion

Total. o $1, 237 100 $212 $1,024
Total, fixed ratio matching 2 ___________ ||| 951
Total, matching varied according to fiseal ability 3. |- | |l 73
State-local expenditures4__. . . ... 606 49 | 606
Population_______.__._. 186 15 30 156
Total .. ._..o..._. 82 7 9 73
General 8. 95 8 21 74

Special®_.________________ 8 1 .1
Area and mileage 7__ 146 11 7 139
Cost of service R 130 12 125 5
“Need’’ and fiscal ability 88 7 79
Diseretion____..________._ 41 3 23 18
Special problems ¢______ 25 2 6 19
Equalshares. .. e e—maan 15 1 12 4

! Based on estimated obligations for 1946-47 shown
in the Budget of the United States Government for the
Fiscal Year Ending June 30, 1948.

? Includes all matching which treatsall Stateson a
par with one another.

3 Matching ratio varies with the States’ relative
fiscal ability.

4 Matching of these expenditures within certain
maximum limits.

¢ Urban, rural, farm, nonfarm population, or other
census category. .

¢ Population aided; for example, number of blind
in public institutions for their education, number of
soldiers and sailors in State homes for disabled
veterans, etc.

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

¥ Allocation varies with a population measure and
with State fiscal ability.

9 For example, special health problems.
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their Federal allotments. The allo-
cation provision will tend to equalize
hospital facilities, but the matching
provision prevents equalization of
State tax effort for the program.

The last Federal aid act approved
in 1946 was for agricultural research,
especially in marketing and distribu-
tion. Title I of the act provides for
grants to State agricultural 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 rural population and one-
half according to farm population,
and 25 percent constitutes a regional
research fund from which the Secre-
tary of Agriculture may make discre-
tionary grants when two or more
States have embarked on a coopera-
tive 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-
ministering the act. The States must
match dollar for dollar all grants but
-those from the regional fund.

Despite the fact that the variable

grants proposed for education, health,
and welfare were not enacted (except
those for school lunches), the Sev-
enty-ninth Congress gave more con-
sideration and support to the equal-
ization principle than had ever been
given before.

The Eightieth Congress in its first
session took no grant-in-aid action
other than to extend the public as-
sistance financing amendments of
1946 through June 30, 1950. Serious

-consideration was given, however, to a

bill for Federal aid to education, a bill
for grants to States for the medically

needy, and a bill for school health

services.

A summary of the relative dollar
importance of the various allocation
and matching formulas being used to-
day is shown in table 2. About 50

-percent of all grants are distributed

among States in 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 part of
total grants, about 7 percent, is allo-

cated with some consideration of rela-
tive State fiscal ability.

For every $1 of Federal aid that
does not entail State and local match-
ing, roughly $5 does require such
matching. Of the matched grants,
only one, that for school lunches,
varies the ratio of State to Federal
funds with the States’ relative ability
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, in many programs
the current manner of distribution is
uneconomical in that need is often
not met where it is found. Total
grants for all programs today vary
substantially among the States, but
not directly with need and not in-
versely with ability. On these counts
and because of the lack of uniformity
in financial provisions among related
Federal aid programs, serious recon-
sideration of the entire problem of
Federal grants to States would seem
to be necessary.

Social Security Legislation in 1947

NO COMPREHENSIVE CHANGES in the
‘social security program were enacted
‘by the Eightieth Congress in its first
session. ‘Several measures affecting
‘the operation of the program, how-
‘ever, were passed in the closing days
of the session.

Social Security Act Amendments of
- 1947

Probably the most far-reaching of
these measures was the Social Secu-
‘rity Act Amendments of 1947 (Public,
No. 379), signed by President Truman
‘on August 6. These amendments
freeze for 2 more years the contribu-
“tion rate under the Federal Insurance
Contributions Act at 1 percent each
for employers and employees and
raise the rate to 1'% percent for 1950
and 1951 and to 2 percent for 1952
and thereafter. In addition, Public
Law No. 379 continues until June 30,
1950, the temporary increase in Fed-

*Prepared in the Office of the Com-
missioner, Division of Publications and
Review.

eral grants to the States for the needy
aged and blind and for dependent
children, provided through December
1947 under the 1946 amendments to
the Social Security Act.' It also ex-
tends through December 31, 1949, the
authorization—which would other-
wise have terminated June 30, 1947—
for congressional appropriation to a
special Federal unemployment ac-
count of the amounts by which the
tax receipts from employers subject
to the Pederal Unemployment Tax
Act exceed the costs of administering
the State unemployment insurance
laws. This account had been set up
in 1944 under the War Mobilization
and Reconversion Act to provide a
fund from which the States could
borrow for unemployment insurance
payments when a State’s own fund
for that purpose became dangerously
low.?

In reporting the amendments, both
the Senate Finance Committee and

1 See the Bulletin, September 1946.
2 See the Bulletin, October 1944.

the House Committee on Ways and
Means stressed the fact that immedi-
ate action was necessary both to fore-
stall the scheduled increase in the
Federal insurance contributions rate
to 2% percent—an aggregate of 5
percent—on January 1, 1948, and to
continue the public assistance and
unemployment insurance provisions.

The House of Representatives
would have limited the rate under the
Federal Insurance Contributions Act
to 2 percent from 1957 on; it also pro-
posed to make permanent the pro-
visions respecting the Federal unem-
ployment account, originally devised
as an emergency measure to facilitate
liberalization of State benefit pro-
visions in preparation for the recon-
version period. While the Ways and
Means Committee reported (H. Rept.
594) “no immediate danger to the sol-
vency of any State unemployment in-
surance reserve,” it pointed out that
“not all States can be sure they will
be free of financial difficulties in the
future. The 51 separate State re-
serves vary widely in their adequacy
to meet the demands of mass unem-



