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ABSTRACT

Government taxation and expenditure policies provide one impor-
tant means by which the public sector can influence income distribution. -
Little empirical analysis has been conducted to determine the net effect
of public fiscal policies upon income distribution because of the in- .
ability to objectively determine ;he value to families of governmént
provided pubiic goods.

It is the objective of this study to estimate the net impact,
considering both taxes and expenditures, of government fiscal activity
- in the Western Region of the United States in 1961. Recent theoretical
advances alldw'the value of public goods expenditures by government to
be determined. The distributions of the tax burdens, expenditure bene-
fits, and post-~fiscal incomes are determined for the Western Region and
for thé urban and rural populations of the region. These distributions
are then compared with the results of aﬁ earlier study done for the
entire United States which used the same data sources and methodology.

Public fiscal policies made income distributions more equal in
the West in 1961, except for the rural farm population. There was also
a net transfer of income into the region as a result of the fiscal

policies, with most of the transfer accruing to the ruralvpopulation.

xiii



CHAPTER 1
INTRODUCTION AND PURPOSE

The distribution of income has incregsingly become a topic of
concern in the United States. In her December 1974 address to the
American Economics Association, Alice Rivlin of the Brookings Institu-
tion predicted that, " . . . income shares and distributional aspects of
public actions are going to become a major focus of policy in the next
. few years" (Rivlin, 1975, p. 1). Several reasons are given for making
this prediction: the rise in real incomes while the relative income
shares have remained constant has widened the gap between the fairly
ricﬂ and the fairly poor, mass and instant communications (especially
television) have increased awareness of what others have and do not have,
the rise of group identities with increased political sophistication in
pressing demands, and demographic-social forces which could increase in-
come inequality (for example, given the tendency of persons from similar
sociloeconomic~educational classes to marry, the increase in the number
of women wbrkiné'would increase the incomes of the fairly rich more than
the incomes of the fairly poor).

| The data in Table 1 give some idea of the inequality of income
distribution in the United States. fhe index of incoﬁe concentration is
based upon a Lorenz Curve such as the hypothetical one depicted in Figure
1. The Lorenz Curve shows the cumulative percent of family households,
ranked from the lowest to highest incomes, which receive the indicated

1



Table 1. Index of Income Concentration, United States and Western
Reglon, 1969.

Area Index
United States ' 0.364
Urban 0.357
Rural Nonfarm 0.364
Rural Farm ' 0.418
Western Regiona 0.354

a. The Western Region is comprised of the states of Alaska, Arizona,
California, Colorado, Hawaii, Idaho, Montana, Nevada, New Mexico,
Oregon, Utah, Washington, and Wyoming,

Source: United States Bureau of the Census, Census of Population, 1970.
General Social and Economic Characteristics. Final Report
PC(1) - ClL, United States Summary.
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Figure 1. Lorenz Curve.

Note:

The index of income concentration, or distribution, is derived by
dividing Area A by Areas A plus B. The larger the index, the
greater the inequality in the distribution of income. The "Line
of Equality" represents an equal income distribution.



4
cumulative percent of total income. Thus, point "a" would indicate that
the lowest 20 percent of families by income receive 10 percent of all in-
come, If incomes were exactly evenly distributed, the Lorenz Curve would
be a 45 degree line, éalled the line of equality. The index of concen-
tration is derived by dividing the area between the actual Lorenz Curve
and the line of equality (Area A in Figure 1) by the total area under the
line of equality (Area A plus B)., Thus, the closer the index of concen-
tration is to 0, the more equal is income distribution. The data of
Table 1 suggest that incomes in the United States were duite unevenly
distributed in 1969 and that the rural farm sector had the greatest
degree of inequality.

: The uneven distribution of income in the United States ié further
highlighted by data on the incidence of poverty, Table 2. The data in
Table 3 show that while the real median income has increased over time in
the United States, the percent of families with less than one-half the
median income has remained virtually unchanged at about 25 percent.

In recent years, there has been a great deal of attention focused
upon the disparity of incomes ﬁetween urban and rural areas and upon the
distribution of incomes within these areas. The distribution of popula-
tion between urban and rural areas, influenced by income differentials,
has also received increased attention. It is argued that many of the
problems faced by the urban and metropolitan areas -~- pollution, crime,
traffic congestion, fiscal difficulties -- result in part from overpopula-
tion (Hansen, 1970). And, the argument goes, problems of rural America
are at least partially due to population depletion. The problems of

rural America, especially income problems, are indeed real. The incidence



Table 2, Incidence of Poverty in the United States and Western Region, 1961,

United States

Western Reglion

. Total Urban Rural Rural Total Urban Rural Rural
Nonfarm Farm Nonfarm Farm
Uader Poverty Level
Nuzber of Families 5,462,216 3,382,653 1,637,736 441,827 773,875 598,096 151,331 33,448
Parceat 10.7 9.0 15.0 15.8 8.9 8.2 -12.4 12.8
¥ean lacoze $1,935 $1,936 $2,033 $1,565 _ $1,886 $1,891 $2,025 $1,181

Source: U.S. Bureay of the Census, Census of Population, 1970.
Final Report PC(1)-Cl, United States Summary.

GCeneral Social and Economic Characteristics




Table 3. Percentage of Families in the United States with Incomes of
Less than One-half the Median Income (1973 dollars).

Percent of families with incomes

Year Median Income of less than one-half the median?
1947 $ 6,032 23.7
1948 5,876 24,0
1949 5,783 24,7
1950 6,146 25.4
1951 6,349 23.3
1952 6,523 . 23.8
1953 7,054 24.6
1954 6,884 26.2
1955 7,354 25.3
1956 7,825 24.9
1957 7,837 25.5
1958 7,812 25.5
1959 8,261 _ ' < 25.7
1960 8,436 25.9
1961 8,523 26.0
1962 8,757 25.8
1963 9,067 25.6
1964 9,413 25.2
1965 9,792 : 24,9
1966 10,269 25.2
1967 10,571 25.2
1968 11,024 . 24.6
1969 11,433 ' - 24,6
1970 11,277 25.1
1971 - 11,249 24,8
1972 11,813 25.2
1973 12,051 25.5

a, Estimated by interpolation.

Source: U, S, Bureau of the Census, 1975,



of poverty in 1969 was greater in the rural areas (Table 2), and the
median incomes of rural families in the United States and the_Western'
Region have been lower than those of urban families (Table 4). Fgrther-
more, as indicated in both the figures on poverty (Table 2) and income
concentration (Table 1), the distribution of income among rural farm '
families is especially uneven. This is the case even though many farm
programs of the past havé had a stated objective aimed at correcting
this income problem. .

The problems of income distribution may be attacked through
government fiscal activity, which 1s one of the accepted roles of govern-
ment. One of the most widely recognized fiscal tools that government
has to redistribute income is the power to tax, and the progréssive in-
come tax is a generally accepted method'of equalizing incomes. The
second means of changing income distribution is through governmental

expenditures with benefits accruing to different income groups. Econo-
mists have conducted many studies to determine the effects of various
taxes on the distribution of income., While these studies are extremely
important and essential, their implications are somewhat shadowed by
the fact that while a particular tax may be progressive (i.e., favoring
the lower income classes) and help equalize the income distribution, the
“benefits from the expenditures generated by this tax revenue ﬁay reduce
the income equalizing effect of the tax or perhap§ eQen negate it,

There have been few studiés identifying both.the tax and benefig
effects of government fiscal activity on the distribution of net incomes.

Part of the reason for this scarcity of empirical studies is the diffi-

culty of empirically estimating who receives the benefits of public goods.



Table 4. Number of Families and Median Incomes of Families in the United States and Western Region.
1959 and 1969.

Distribution of Families (Percent) Median Incomes of Families
Number of Families Rural Rural Rural Rural

Yeer Area ) . Total Urban Nonfarm Farm Total Urban Nonfarn Farm

1959 United 45,128,393 100.0 70,8 21.8 7.4 $5,660 $6,166 $4,750 $3,228
States .

1959 Western 7,023,860 100.0 18.7 16.9 4.4 - $6,348 §$6,654 §5,390 $4,653
Region .

1969 United 51,168,599 100.0 73.2 22,5 4.3 $9,590 $10,196 §8,231 §7,082
States :

1969 Western 8,681,847 100.0 82.9 14.7 2.4 $10,228 §10,563 §8,728 §8,313
Region ~

Sources: U,S. Bureau of the Census, Census of Population, 1960 and 1970,
General Social and Economics Characteristics, United States Summaries,




In the case of private goods, those goods which can be purchased and en-
joyed individually, people reveal their preferences by the price that
they are willing and able to pay,'the price being an indicator of the
value attached to the good. For public goods, however, it is advanta-
geous to the individual to not reveal his preference for the good (the
price that he would be willing to pay and therefore the value of it to
him) because so long as the public good is provided, he will be able to
enjoy it regardless of how much he'contributes towards its provision.
Recent (since 1970) theoretical and methodological advances have, how-
ever, made it possible to estimate the distribution of public goods
benefits among income classes.

Besides a scafcity of empirical studies on the distribution of
public goods, there are few empirical studies which focus on the distri-
bution of tax and or expenditure benefits among income classes of urban,

rural nonfarm and rural farm sectors of the population.

Purpose of the Study

This study will determine the initial (pre-tax, pre-benefit)
distribu;ion of income and the distributions of state-local and federal
government taxes and expenditure benefits in the Westefn Region of the
United States in 1961. These distributions among income classes will be
determined for the United States, the Western States, and for urban,
rural nonfarm, and rural farm sectors of the West. More specifically,

the following hypotheses will be tested for the Western Region:
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(1) The tax burdens of stﬁte—local and federal government expen-
ditures are distributed progressively,i.e., taxes fall most heavily on
the higher income classes, for both the urban and rural sectors;

(2) The benefits of state-local and federal government expéndi—
tures are distributed progressively for the urban and rural sectors,i.e.,
government expenditure benefits are higher in proportion to income for
the lower income classes; |

(3) The beﬁefits from gove;nment provided public goods are dis-
tributed progressively,i.e., in favor of low income classes, for all
population groups (urban and rural);

(4) The tax burdens and expenditure benefits are distributed in
favor of the rural farm and nonfarm population; and

(5) The net effect (taxes minus benefits) of government fiscal
activities at all levels, and for all population groups (urban and rural,
nonfarm and farm) is progressive, redistributing incomes from the higher
to the lower income classes. The results of this study will then be com-
pared with the findings of a study done for the entire United States
that used the same procedures and data sources.

The results of this study will be of use to policymagers con-
cemed with income distribution among the various sectors mentioned. The
study will confirm and expand on data which suggest that incomes are mal-
distributed. Also, the study will indicate the effectiveness of past
state-local and federal government fiscal activity in changing income
distributions. Clearly such knowledge of the past is useful for future
decision making. In addition, the study illustrates the empirical appli-

cation of a new theoretical advancement, on a regional and sub~regional
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basis, and hence should be of use to researchers in other states agd
regions who are called upon to estimate fiscal impacts on income distri-
butions in their areas. Finally, fhis study which uses 1961 data (the
last year for which adequate data is available) will provide a benchmark
by which to judge the income distfibutionleffects of fiscel activity

estimated in future studies based on more recent data.



CHAPTER II

REVIEW OF THé THEORY AND
PREVIOUS EMPIRICAL STUDIES

Governments have long been recognized as having an important
role in the functioning of societies. They have p¥ovided goods and ser-
vices via revenues from taxation ok their citizens. Considerable atten-
tion has been devoted by economists to the processes of governmental
taxation and expenditures. This interest by economists is not only a
result of the increase in the size of government fiscal activity over
time but also because of the questions of equity and concern over the
‘distributibnal impact of the taxes and expenditures. Consequently, a
considerably body of iitera;ure exists on the theories of taxation énd
governmént expenditures.

This chapter will briefly réview the major aspects of these
theories and trace their development. The first section of the chapter
will concentrate on the theories while the second sectioﬁ will review
previous empirical studies which have applied the theory in order to

determine the impact of government taxes and expenditures on the distri-

bution of income.

The Theory of Public Finance

"Public finance" is the term that is generally applied to. the
process of government taxation and expenditure, and economists use the
term to refer to their studies of the process. Within the field of

12
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public finance, there are two bodies of theory: the theory of taxation
and the theory of public expenditures. Although the two bodies of theory
are related, this section will discuss them separately to expedité the

presentation.

Theory of Taxation

The earliest economists were concerned with taxes and recognized
the equitable distributibn of tax burdens as an important economic, as |
well as political, problem, A large amount of economlic writing exists
attempting to define, using economic analysis, equit;ble distributions of
tax burdens. Unfortunately, economic’analysié by itself cannot determine
what is equitable. It is the political branch that must determine the
equitable distribution of income or wealth for a society, and only then
can economic analysis be employed to determine how the tax burden is to
be distributed. |

Two principles of taxation theory exist that reflect the two pri-
mary political criteria of equity: the "benefit principle"‘which postu-
lates that taxes should be borne in proportion to the benefits received
from govérnment, and the "ability-to-pay principle" which states that
. taxes should be borne in proportion to the ability to bear them. Inter-
estingly, both of these principles have been traéed to Adam Smith's first
maxim regarding taxes: "The subjects of every state ought to contribﬁte
towards the support of the government, as nearly as possible in propor-
tion to the revenue which the} respectively enjoy under the protection of

the state" (Smith, 1937, p. 777). Myrdal (1954, p. 163) argues that
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Smith was postulating the ability-to-pay principle while Fuglestad (1970,
p. 6) contends that Smith ascribed to the benefit principle.

The Benefit Principle. The idea that the individual should be

taxed according to the value of the benefits derived by him from the
government is the essence of the benefit principle. It approximates mar-
ket behavior in that citizens pay in taxes only for what they receive.
This simultaneous consideration of both the tax and expenditure sides of
the public budget is an advantage ;f the principle.

'The benefit principle also lends itself very well to the marginal
utility theories introduced in the 1870's. The new optimizing technique
allowed the equating at the margin of the benefits derived from govern-
ment expenditures and the costs to the individual.

Despite these two very attr#ctive advantages of the benefit prin-
ciple, it has a very crucial shortcoming: the difficulty of determining
who receives the benefits of government expenditures and how great the
benefits are. | '

In approximating market behavior, the benefit principle assumes
that the taxpayer (the consumer) will voluntarily reveal his preferences.
However, many of the benefits of government are "public goods" to which
the exclusion principle cannot be applied (i.e., the consumption of the
good by one does not diminish the amount of the good avéilable to others
and does not exclude others from consuming it in equal amounts). There-
fore, it is in the interest of the consumer not to reveal his preference
for the good in the hépes that he can gain the benefits without paying.

for the good. The benefit principle, .consequently, cannot be applied in



15
the provision of public goods unless there is a method of determining

the value citizens place on public goods.

The Ability-to-Pay Principle. The philosophy behind the ability-
to-pay principle is that "taxes should be imposed in proportion to the
ability to shoulder them and irrespective of benefits and advantages"
(Myrdal, 195$, p. 165). Equity, under this principle is a function of
the sacrifice involved in the payment of taxes. Application of the
ability~-to-pay principle hinges on.the determination of.taxpaying ability
and on the distribution of sacrifice of util;ty in paying taxes.

Taxpaying ability has usually been indicated by income differ-
ences between taxpayers in Anglo-American society, although wealth
differences have been used to some extent (Herber, 1971, p. 119).

. The distribution of sacrifice of utility in taxpaying under the
abiligy—to-pay principle rests on three '"sacrifice theories" (Herber,
1971, p. 119): (1) that of equal sacrifice where each taxpayer sacri-
fices an equal amount of utility (but not necessarily the same tax
amount);.(Z) that of proportional. sacrifice under which the sacrifice
of uﬁility in paying taxes be proportionate to income; and (3) thaﬁ of
minimum aggregate sacrifice where taxes would be collected first from
the highest income classes and then from the progressively lower classes
as more revenue is needed.

The greatest advantage of the ability-to-pay principle is its
realistic approach to taxation. Goods and services provided by goﬁern-
ment are not purchased in the marketplace, each person taking and paying
for just what he wants. Rather, government benefits are generally

provided regardless of the taxes paid by a particular individual with his
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tax bu:den being the result of a separate and independent decision.
Taxes are compulsory and the primary concern is to make the distribution
of burden equitable.

However, it is this separatipn of the expenditure and revenue
sides of public finance that is one of the weaknesses of the principle.
The tax burden borne by an individual bears no necessary relation to the
value he places on the benefits he receives. The techniques of equating
benefits and burdens at the margin cannot be applied except perhaps in
the aggregate.

Finally, the "sacrifice theories" relating to the distribution of
the tax burden are dependent upon the ability to make interpersonal com—
parisons of utility., If it is not possible to compare utilities, then it
is impossible to determine "equity" by means.of economic analysis.
Rather, distributional decisions must be made through the political pro-
cess in the form of collective consensus or value judgment.

The United States Tax System. The tax systems employed in the

United States utilize both the benefit and the ability-to-pay principles.
The motor fuel tax, whose revenues are used for the construction and
maintenance of highways, is an example of the application of the benefit
‘principle. Those who pay the tax are those who primarily benefit from

"~ the highways (this ignores the complexity of the situation since some of
tﬁe burdens and benefits of highways are shifted throughout the economy,
bué this Question will not be dealt with here). Other examples are pri-
vate goods such as electricity and irrigation water which are sometimes

provided by government for which users fees are charged.
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The most obvious tax which exemplifies the ability-to-pay princi-
ple is the graduate income tax. The revenues frbm this tax go into a
general revenue fund and there is no necessary relation between the taxes
paid and the benefits received. Excises, customs, and sales taxes which
are frequently levied upon the consumption of goods or services (e.g.,
tobacco, alcohol, and telephone and telegraph) are considered "luxuries,"
and are also examples of the ability-to-pay principle.

The use of both principles.of taxation in the United States is
reflective of the inability of economic analysis to objectively determine
an equitab;e distribution of the tax burden. The decisions pertaining to

tax ‘equity have therefore been made by the political and administrative

areas of government.

Theory of Publi; Expenditufes

Many of the early writings in the field of public finance were
principally concerﬂed with taxes and the equity of the distribution of .
tax burdens. A few writers realized that an equitable distribution is
in part a function of the distribution of the benefits derived from
government expenditures. As mentioned in the discussion above, one of
its main advantages is ité consideration of both aspects of public fi-
nance. However, a prominent economic theorist.associated with thev
ability-to-pay branch also considered the expenditure side. Pigou argued
that to maximize éggregate welfare (or minimize total sacrifice) "is
everywhere accepted as the right goal of government'" (Pigou, 1928, p. 43)..
in order to meet this goal, Pigou proposed that the onl& acceptable rule

by which total sacrifice could be minimized was that of equal marginal
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sacrifice (Pigou, 1928, p. 61). The optimal allocation of public goods
would therefore be at that level at which the marginal utility of the
public goods equals the marginal disutility of tax payments. Although
this sounds remarkably similar to the benefit principle, Pigou (1928)
argued for the application of this rule to society in the aggregate and
not to individuals. He supported the ability-to-pay principle for
individuals.

Economists have recently i;corporated Pigou's concept of marginal
utility into a more complete theory of public expenditure. These con-
tributions to the theory are digcussed below.

The Concept of Public Goods. Theory of public expenditures rests

upon the distinctions between; and properties particular to, two types of
goods. The two goods are generally termed '"private" and "public" goods.
Because of their particular characteristics, the distribution of private
goods and the cost share borne by each individual is easily determined in
a freely functioning market. Public goods, often called collective or
social goods, however, present &ifficulties-in determining the distribu-
tion of the cost shares.

Private goods are those goods which are perfectly divisible among
consumers such that one person's consumption exciudes the consumption of
that good by another. The total quantity of the good is the sum of the
quantiti shares of the consumers. In the case of pure competition, the
cost shares would be distributed in such a manner that each consumer
would consume up to the point oﬁ equality between marginal rate of sub-
stitution between two goods and the price ratio of the two goods. In

terms of utility analysis, each individual consumes up to the point where
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the marginal utility gained from consuming another unit of the good
equals the marginal disutility of having to pay for the additionai unit.

Public goods have been defined as those goods "which all enjoy in
common in the sense that each individual's consumption of such a good
leads to no subtraction from any o;her individual's consuéption of that
good" (Samuelson, 1954, p. 387). Mathematically, each individual's share
of the public good is identical with every other individual's share, and
the share of any one individual eq;als the total quantity avaiiable. The
totalldemand schedule for public goods is then the vertical’summatio; of
the individual demand functions while the individual demands functions
for private goods are summed horizontally to determine the total demand
schedule.

The determination pf the cost share to be borne by each.individ;
ual for his consumption of a public good is much more difficult than in
the case for private goods. Unlike the consumption of a private good,
where each individual reveals his preference for the good through the
quantity that he is willing to consume at a given price, the consumption
of a public good is unrelated to its price but rather is consumed equally'
by all by its mere existence. Furthermore, it is éavantageous for the
consumer not to reveal his prefereﬁce for a public good in the hopes of
enjoying its benefits for free, or if he is obligated to pay something,
then to pay at a rate such that the marginal'benefits to him are greater
than the marginal cost, shifting some of the burden to others. .Although
public goods are provided in equal quantities to all, this AOes not "im-
Ply any equality in the relevant marginal rate of substitugions or even

that they have the same sign" (Samuelson, 1969, p. 102), Public goods,
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like private goods, are valued differently by different individualé, and
in fact what may be a "good" to some will be viewed negatively by others.

How then, if individuals do not voluntarily reveal their prefer-

ences for public goods, are the cost shares to be distributed for their

provision? As will be seen, most public expenditure theory has assumed
that preferénces are r;vealed, allowing theoretiéal solutions to public
expenditure problems but preventing practical application of the solu-
tions. Some of these theoretical ;olutions will be reviewed before dié—
cussing recent additions to the theory which offer a means of determining
how the benefits and costs of public expenditures can be distributed.

Partial Equilibrium Analysis. The partial equilibrium model of

public expenditure theory is basically an extension of the benefit prin-
clple of taxation to determine the optimal allocation of resources
between the private and public sectors (Herber, 1971). The principal
contfibutors to this model were Knut Wicksell, Erik Lindahl, and Howard
Bowen in Musgrove and Peaéock (1958) and Bowen (1948) .

The partial equilibrium model for public expenditures follows the
approach of partial equilibrium analysis of the private sector in taking
as given preferences, incomes, technology, and prices. This assumes that
preferences for public goods are revealed and by applying the benefit
principle, the cost of public goods be distributed in proportion to the
benefits derived from them., The optimal quantity of public goods is pro-
vided at that level where each taxpayer equates his marginal rate of |

substitution between public and private goods and the price ratio of the

‘two goods.
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In Figures 2 and 3, the derivation of an individual's demand
function for a public good is shown. In Figure 2, money income is mea-
sured on the vertical axis, the horizontal axis measures units of.a sin-
gle homogeneous public good, and the indifference curves represent pref-
erences. A price consumption curve is derived .by varying the slopes of
the price lines from Y, which is the assumed level of income. The points
of tangency of éhe price lines aﬁd the indifference curves are then
transposed to Figure 3 to generaté an individual's demand function,

The process can be repeated for a second individual and the two demand
functions are then drawn in Figure 4 as aa' and bb'. The total demand
function for a public good, as mentioned above, is the vertical summation
of the individual demand functions (in this case, tt')., Assuming con-
‘stant costs of producing the public good, the supply function is SS' and
the equilibrium output of the public good is OE in Figure 4. Tﬁe cost
shares to ;he two consumers are Pa and Pb, which sum to the total cost of
providing the good, and which are also each individual's independent
valuation of OEth unit of the public good.

This model allows for the joint and interdependent determination
of the total amount of taxes and government expenditures, the allocation
of total public expenditures for public goods, the allocation of re-
sources between the public and private sectors, and the allocation of
taxes among individuals according‘to their preferences for, or valuation
of the benefits from, the public good. However, the solution relies on
the assumption that the existing income shares represent the '"proper
state of distribution" (Musgrove, 1959, p. 77) and assumes that pref-

erences for public goods are revealed.
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The assumption of revelation of preferences for public goods has
already been discussed. However, the assumption that the existing income
distribution is'"proper" is a major weakness of the model since it does
not indicate how this "proper state of distribution" is decided upon
without knowledge of the level of public goods to be provided. The pro-
vision of public goods has an income effect so that a "proper" income |
distribution must be a function of the amount of public goods that are
supplied. But in the partial equilibrium model, the optimal quantity of
public goods cannot be determined without first determining the income
distribution. That is a problem which the general equilibrium analysis
avoids by making the determination of income distribution ehdogenous and
part of the general solution. |

General Equilibrium Analysis. Samuelson (1954 and 1955) pre-

sented a general equilibrium model in two articles in which he utilized
a social welfare function. The social welfare function allowed the mu-
tual determination of income distribution and the prices and quantities
of public and private goods so that total welfare is maximized. As in
the partial'equilibrium model, preferences and technology are given.

The initial article by Sémuels;n (1954) set forth the assumptions
of the_model and then defined the optimal solution mathematically. The
assumptions upon which the model is based aré: (1) there are two cate-
gories of goods, public and private; (2) there is no "mystical collective
mind that enjoys collective consumption (public) goods"; (3) but rather
"that each individualbhas a consistent set of ordinal preferences for the
consumption of all goods that can be summarized by a régularly smooth and

convex utility index; (4) "a regularly convex and smooth production
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possibility Schedule" for all outputs; (5) there is a maximal (ordinal)
utility frontier representing the Pareto-optimal points; and (6) a social
welfare system "representing a consistent set of ethical preferences
among all the possible states of the system" (Samuelson, 1954, p. 387).
The mathematical presentation of Samuelson's model will be passed over
here in favor of the diagrammatical exposition of the model published
in the'following year (Samuelson, 1955).

In the diagrammatic exposition, Samuelson (1955) simplified the
model to a world consisting of two individuals (A and B) and two goods,
a purely private consumption good (Xl) and a purely public conéumption
good (Xz). Figure 5 shows the indifference curves of individual A (U '
UA"’ UA"'), and Figure 6 shows the indifference curves for individual B
(UB', UB"’ UB"'). In both céses, the quantity of the private good is on
the vertical axis and the quantity of the public good on the horizontal
axis, The production-possibility curve (XY) is illustrated in Figure 7,

with the total private goods (Xl = XlA + XlB) on the vertical axis and

the quantity of public goods (X2 = XSA

= XZB) on the horizontal axis.

To determine the optimal income distribution and priges and quan-
tities of public and private goods, a social welfare function must be
introduced. For the moment, let us note only that the function will have
the property that social welfare.will be unchanged so long as each indi-
vidual remains on his initial indifference curve and that social welfare
would be increased if one person remains on his initial indiffefence

curve while the other moved to a higher indifference curve, or if both

were to move to higher indifference curves.
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If we assume that B is on indifference curve UB" in Figure 6, we
could copy UB“ (line CD) onto Figure 7. Subtracting CD from XY in Figure
7 vertically gives us the amounts of the two goods that would be avail-
able to individual A. This quantity is represented by line cd in Figure
5. The highest indifference curve thaﬁ A would then be able to achieve,
'.given this limit, would be UA"' where UA" and cd are tangent. This tan-
gency indicates the optimal quantity of the public goods to be provided
(M) and also the distribution of the private good between the two indi-
viduals (xlA to A and XlB to B). Furthermore, i1f the private good is
taken as a proxy for income, the optimal distribution of income is deter-
mined. Prices for the goods are determined by equating the individual
marginal rates of substitution with the price ratios. Once again using
the private good as a proxy for income, the tax share of each individual
is determined for the provision of the public good by the same equélizing
process (which is advocated by the benefit principle).

Providing an amount of the public gsod as indicated by the tan-
gency in Figure 5 provides a general equilibrium solution indicated by
the points EA’ EB’ and E in Figures 5, 6, and 7, respectively. However,
an infinite number of indifference curves could be chosen in Figure 6
(or Figure 5) as a starting point, each rendering a different equilibrium,
In faﬁt, an infinity of equilibriums could be determined with, as yet, .
no indication as to which would be the welfare maximizing one. ‘This
indeterminancy is-avoided with the introduction of the social welfare
function in Figure 8.

The infinite number of equilibriums are represented in Figure 8

by line PP', the utility frontier of Pareto-optimal equilibriums. The
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optimum of these "optimal" solutions is determined by the social utility
(indifference) curves (U', U", U'"') which are derived from the social
welfare function. The optimum solution is represented by the tangency
of the utility frontier.and the highestApoésible social utility curve.

In this case, the optimum is fepresentéd by @ (Bator, 1957).

Samuelson's (1955) model is a major contribution to public ex-
penditure theory, but it is not without its shortcomings. The reliance
of the model on a social welfare éunction, the use of interpersonal
utility comparisons, and the assumption of revealed preferences for
public goods to achieve a general equilibrium solution are the three
most crucial handles that must be overcome in order to make the model
practical., It has been pointed out that "tﬁere is no éonceivable way of
estimating the parameters of a social welfare function" and that the n
need for interpersonal utility comparisons enormously diminish any opera-
tional potentialities for the pure theory" (Burkhead and Miner, 1971,

p. 73).

A more operational approach to public expenditure theory than
Samuelson's (1955), although relying heavily upon his analysis, was
recently presented by McGuire and Aaron (1969). This new model concep-
tually separates the distributive and allocative branches; that is,
ﬁecisions regarding the distributions of incomes are treated as if they
wvere made by a separate branch of government from the branch that decides
upon the allocation of resources between qulic and private goods pro-
vided by government. The model further employs the‘"Lindahl voluntary
exchange decision rule" to arrive at a general equilibrium solution

that, unlike Samuelson's (1955), is not dependent upon a social welfare
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function nor interpersonal utility cOmparisonsf In their article,
McGuire and Aaron (1969) present three solutions, each dependent upon
the restrictions placed upon it. The first two solutions will be only
briefly summarized here whilé the third will be examined in more detail
because of its contribution to public expenditure theory and its impor-
tance to this study,

The first of McGuire and Aaron's (1969) cases is one in which
both the initial incomes, taken as.private goods, and the cost shares for
public goods, are fixed. The solution is one which requires an ethical
decision on the "optimal" supply of public goods and the marginal cost of
production does not necessarily equal the sum of the individual marginal
rates of substitution; The solution\is not generally Pareto-efficient.

In the second case, either the income distribution or the cost
shares is fixed while the other is fariable. The outcome, once a final
utility distribution is made, is a unique Pareto-optimal supply of public
goods. The solution is efficient in the sense that the marginal cost of.
production will equal the sum of the marginal rates of substitution, but
each individual's marginal rate of‘substitution does not always equal his
marginal cost share. Also, there are an infinite number of Pareto-
optimal solutions in this case, one for each particular utility
distribution.

In the third case, cost shares, income distribution (allowing for
lump~sum income transfer), and the amount of the public good to be pro-
vided are all variables. Like Samuelson (1955), McGuire and Aaron (1969)
employ a two person (a and 8), two goods (private'goods, considered to be

income and public goods, X) model. The incomes of the two individuals,
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distances AD for o and BD for B are shown on the vertical axis in Figure
9 and the distance AB represents total national income. Conceptually
separating the distribution and allocation decisidns and applying the
Lindahl "rule" that the tax share of each individual for the last unit
of the public good equal his marginal rate of substitution (pi = MRSi)
for the "cqmmonly desired" -quantity of thé public good allows for the
‘efficient allocation of resources and the attainment of a‘unique Pareto-
optimal combination of utilities (McGuire and Aaron, 1969, p. 34).

Suppose that in Figure 9 the distribution branch decided’that
individual a's utility level should be that specified by indifference
curve Ug. The highest possible utility level attainable by B is Ug.
This is determined by the curve labeled R, which is the consumption
possibility curve for 8 given o's level of utility. Once the distribu-
‘tion branch has decided upon U: and Ug as the utility combination to be
achieved, the Pareto-optimal output of the public good is determined by
the tangency of R and Ug at X%,

The total cost of producing X* must then be allocated between the
two individuals, The unit price of the public good to each individual,
in terms of income, can be illustrated by price lines from the vertical
axis. The unit price is the slope of the price line. McGuire and Aaron
(1969) assume that the cost of producing the public good is distributed
proportionally to o and B so that the total cost is covered by charges
against o and 8 (McGuire and Aarom, 1969, p. 32). |

At the initial income distribution AD and BD, a would be charged

a unit price of Pg and a unit price of’Pg (for a total tax burden of ng*

and ng*, respectively).- Although such a solution would be Pareto-optimal
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at their respective unit prices, & would desire less of the public good
while B would want more since the unit price charged each would not be
equal to their marginal rates of substitution (the slopes of U; agd Ug
at X quantity of the public good).

If the distribution branch knew that the allocation branch would
apply the Lindahl "rule" and charge o and BAthe unit prices of P& and Pé
respectively (which would make the price lines tangent to the utility or
indifference curves and thus have ;he unit price charged each individual
equal his marginal rate of substitution), then the distribution branch
could redistribute the initial incomes so that this goal‘would be met.
The necessary income redistribution would be from a to B in the amount.
equivalent to the distance CD. Such a redistribution of income would
leave the utility combination of Ug and'Ug unchanged and would allow an
efficient allocation of resources.

Tﬁe McGuire and Aaron approach yields a formal solution and while
it does not necessitate the use of a social welfare function or make
interpersonal utility comparisoms, it does assume the revelation of con-
sumer preferences for public goods. The authors freely admit thaﬁ "the
presumed unwillingness of households to reveal true preferences regarding
public goods precludes voluntary exchange" (McGuire and Aaron,'1969,

p. 38). The model, then, would have practical application only if it

were possible to determine consumer preferences for public goods or if

consumer utility functions (indifference curves) are assumed,
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Previous Empirical Studies

Economists for decades have attempted to estimate empirically the
&istribution of the burdens and beﬁefits of government fiscal act@vity
between income classes or regions. Mpst of these studies have attempted
to determine what private incomes would be without government taxes and
expenditures at séme equilibrium and then compare the distribution of in-
comes, af the same equilibrium after taxes and government expenditures.
The distribution éf the tax burden; and the benefits from expenditures
has usually been done by makiné some assumptions about their incidence
and then making the distribution proportional to soﬁe national income
accounting item. For example, property taxes are frequently distributed
proportional to housing expendituées while corporate income taxes can be
distributed proportional to current consumption, dividends, income, or
some combination of these.

The benefiés froﬁ government expenditures are distributed in a
similar manner, but the distributions are more problematical. First,
govefnments have expenditures that are asset creating so that their bene-
fits acc%ue over a period of time, and public expenditures go for the two
tyées of goods mentioned earlier, public and private. Most studies ig-
nore the asset-creating expenditures by assuming that all the benefits
accrue in the year in which the expenditure is made, which is not too
unreasonable if such outlay are fairli constant over time. Benefits of
expenditures for private goods are treated in the same manner as are
taxes so that, for example, expenditures for agriculture are usually dis-
tributed proportional to farm money income and expenditures for labor

proportional to wages and salaries, The benefits from expenditures for
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pure public goods are more difficult to assess since, until recently,
theie has been no way of determining how consumers value the benefits of
these expenditures. The distribution has generally been proportional to
income (which assumes increasing marginal utility for these benefits),
to popqlation (assuming equal marginal utility), or to some combination.
Finally, although the benefiés reaped from government expenditures may
be of a psychological nature, the value of these benefits must be denoted
in terms of money, income, or wealeh. It is generally assumed that the
value'of the benefits and the benefits expressed as money, income, or
wealth, are synonymous and that total benefits equals total expenditures.
This assumes perfect efficiency in that one dollar of expenditure creates
benefits of one dollar.

The purpose of this section is to briefly review and diseuss some
of the studies that heve sought to estimate empirically the distribution
of tax burdens and expenditure benefits and their effect upon ineome dis-
tribution. Numerous studies h;ve examined particular taxes or expendi-
ture items to determine their effects on incomes, prices, and resource
allocation. These studies will not be mentioned here bur rather the
emphasis will be on those studies that haQe examined both aspects of
fiscal activity, either at a national or state level. The way in which
"income" is defined and the way in which public goods benefits are dis-
tributed is especially important in those studies, and this one, and will
be emphasized in the review.

The distribution effects of tax systems have customarily been
termed "progressive," "regressive," or '"neutral," 1£ is appropriate here

to discuss the meaning of these terms since'they are used also in
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reference to the distribution of government expenditure benefits. A pro-
gressive tax system is one for which the tax burden, expressed as a'per-
centage of income, increases as income increases; in a régressive tax
system the tax burgen decreases as income increases, and in a neutral tax
system the burden is constant for all income levels. 1In the distribution
of the benefits of government expenditures, progressive means that the
Benefits, also expressed as a percentage of income, decrease as income
increases so that proportionally ﬁ;re of the benefits accrue to the lower
income classes. Regressivity in the distribution of expenditure benefits
indicates that the proportion of benefits to income increases as incomes
rise. Neutrality indicates that the porportion of benefits to income is
constant for all incoﬁe levels. The net effects of fiscal activity
itaxes minus benefits) can also be described with the same terms so that
in a progressive fiscal system the lower income levels enjoy a negative
net effect (indicating an income transfer to tﬁem) and the higher income
levels show a positive net effect (transferring income from them).

Adler and Schlesinger (1951) were the first to examine. the effects
of public sector fiscal activity, both federal and state-local, on income
distribution in the United States. Their study dealt with the years
1938/39 and 1946/47. Adler and Schlesinger argued that "since several
important taxes that are borne by individuals come out of the net nation-
al product rather than from personal income'" (Adler and Schlesinger, 1951,
p. 411), they would use an adjusted personal income as a base. Adjusted
personal income was composed of total personal income, corporate income
taxes, undistributed corporate profits, and estate and gift taxes. In

this research, pure public goods were distributed proportional to income-
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which, they argue, is plausible "on the ground that the stake of individ-
ual households in the government varies proportionately with their in-
come" (Adler and Schlesinger, 1951, p. 387). .

Adler and Schlesinger (1951) found the distribution of the tax
burden to be progressive in both study years, with some regressivity in
the low income classes, and the tax system as a whole became more pro-
gressive between 1938/39 and 1946/47. The distribution of the benefits
of government expenditures were pr;gressive in both study years, becoming
more progressive between 1938/39 and 1946/47. The net effect of fiscal
activity was also progressive, indicating income redistribution in favor
of the lower income classes for both years, and becoming more progressive
in the later years. |

The next published research on the net effect of federal and
state-local government fiscal activity on income distribution was by
Tucker (1553) for the years 1929, 1935, 1941, ana 1948, The income base
used was total money and nonmoney income. Tucker recognized that “a
complete analysis of the distribution of government benefit; would have
to allow for the fact that many government activities and expenditures
are wasteful and some are positively injurious to the nation" but he
assumed that "every dollér spent by government represents a dollar's
worth of benefit to someone" and ignored the negative effect it might
have on others (Tucker, 1953, p. 528). Pure public goods were distrib-
uted by two methods; first, on the basis of life expectancy in 1948 and
on a per capita basis for the other years; and secondly, according to

capital ownership in 1948 and by income in the other years.
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The distribution of the tax burden was found to be progressive in
all four study years and became more progressive between 1929 and 1948,
but with some regressivity in the lower income classes in 1935 and 194i.
Government expenditure benefits were distributed progressively for all
study years, but the degree of progressivity was quite sensitive to the
methods used in allocating the benefits, with the allocation in a per
capita basis showing greater progressivity, as would be expected. In all
four years, the net effect of the %iscal system was progressive with in-
come being redistributed from the higher income classes to the lower.

The distributions of the tax burden and of expenditure benefits
for thé State of Minnesota have been analyzed by Brownlee (1960). The
study year for Brownlee's study was 1954 and he examined the effects of
taxes and expenditures at the state-local level only. A problem encoun-
tered at the state-local level which national studies do not confront is
the-shifting of state taxes to résidents of other states. Brownlee esti-
mated that nearly one-third of Minnesota state and local.taxes were borne
by nonresidents. Minnesota residents also bore a proportion of the tax
burden of other states, but Brownlee did not estimate that component of
the tax burden of Minnesotans (Brownlee, 1960, p. 1).

For the income base with which to compare tax burdens and expen-
diture benefits,.Brownlee used current income, an income definition used
by the Survey Research Center at the University of Michgan in preparing
its "Survey of Consumer Finances." The allocation of pure public goods
was made using three methods: on a per capita basis, in proportion to

income, and using a combination of the first two in equal parts.
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Brownlee (1960) found the distribution of the Minnesota state-
local tax burden to be regressive in the lowest income classes, neutral
‘for the middle incomes, and progressive for the two highest income
groups, with the highest tax burdens (in proportion to inéome) being
borne by the lowest income classes. The bénefits from Minnesota state-
local gerrnment were distributed progressively. Brcwnlee concluded
that the Minnesota fiscal system contributed to greater income equality
since ben;fits reéeived were greater than taxes paid for the low income
classes while the reverse was the case for the higher income classes.

Gillespie (1965) examined the effects of government fiscal activ-
ity for 1960. His was a study at the national level, but in presenting
.the results he separated out the different levels of government so that
the effects of fiscal activity, federal, state-local, and all governments
together, are presented and can be compared. Gillespie used two income
bases for his étudy: the first, defined as "broad" income is composed of
money and some nonmoney elements; the second base used an "adjusted
broad" income which included "broad" income as well as government ex- ‘
penditures ‘on goods and services plus transfer payments less tax payments
to represent an income base inclusive of the entire ﬁdblic sector
(Gillespie, 1965, p. 126f). The distribution of pure public goods was
done using four methods: (1) proportional to the number of families in
each income class, (2) proportional to "broad" incomé, (3) proportional
to capital income, and (4) proportional to disposable income.

In presenting the results, Gillespie only &etailed one of the
possible situations. The case that he detailed, and which will be re-

ported here, used "adjusted broad" income as a base and distributed the
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" pure public goods proportional to "broad" income. The distribu;ion of
the tax burden at the federal level was found to be progressive for the
four lowest income groups, regressive for the next two highest classes,
and progressive for the highest class, with the overall system being
progressive. At the state-local level, taxes were progressive at the
lower levels and regressive for the two highest income classes, with the
middle income classes paying the highest tax rate. The combination of
federal and state-local taxes yiel&ed a distribution progressive for the
lower income classes, regressive for the middle incomes, and progressive
fof the highest class, with the entire tax system being relatively
neutral,

The distribution of benefits from expenditures at the federal
level was found to be generally progressive except for the income classes
at either end of the spectrum which exhibited some regressiveness. At
the state-local level, expenditures were distributed progressively. The
combination of all governﬁents yielded an exﬁenditure benefit distribu-
tion that was'progressive for the entire range.

| Net effects at the federal level were generally progressive ex-
cept for the $7,500 - $9,990 income class whose benefits were greater -
than their tax payments. The same pattérn was consistent for the state-
local governments and for the combination of all governments.

In 1967, the Tax Foundation published a study of the distribution
of tax burdens and government expenditure benefits for the years 1961 and
1965 (Tax Foundation, 1967). Burdens and benefits were estimated, as in
the Gillespie (1965) study, on a federal, state-local, and total govern-

ment breakdown. Net National Product, income side, was used as the income
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‘base so that all taxes, including those collected from businesses, could
be all&cated to families and invididuals, and also make a corresponding
imputation of income to them. Pure public goods were allocated using two
alternative methods: completely to families and individuals on a per
capita basis, or one-half on the basis of family money income before
taxes and one-half to families and individuals. The second method as-
sumes that some public good benefits enhance the earning of income and

" protect income, | .

Federal tax burdens were found to be progressively distributed in
both 1961 and 1965. _State~-local tax burdens were regressively distrib-
uted in both years, and the total federal and state-locai tax burdens
were regressively distributed in both years, with thg highest decline of
regressivity at the lower incomes. Government expenditure benefits were
progressively distributed at all levels of'government in both 1961 and
1965, Allocating public good benefits on the per capita basis made the
distribution more progressive than in the case where one-half the bene-
fits were distributed pfoportioﬁally to income,

The net effect of government fiscal activity in both years was
progressive, favoring the lower income classes. Again, distributing |
public good benefits on a per capita basis made the income redistribution
more progressive,

Another study.of the effects on income distribution done at the
state level was published by Eapen and Eapen (1973) for Connecticut for
the year 1967. Eapen and Eapen excluded from their study the impact of -
fiscal activities of the federal and other state-local governments on

Connecticut families. Allowance was made for the exporting of a portion
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of the total Connecticut tﬁx burden, but no provision was made for the
importing of tax burdens from other states.

Eapen and Eapen (1973) used three alternative income bases: the
first used income as defined by the United States Bureau of the Census;
the second added nonmoney income, capital gains, and retained earnings of
corporations attributable to Connecticut shareholders; and the third was
the second income base plus all Connecticut state and local expenditures
other than transfer pa&ments minus.Connecticut state and locél'taxes.
Public good benefits were distributed in one of three wéys: proportional
to the distribution of families, in proportion to the distribution of
money income, and one-half to family and one-half to money income.

The tax burden distribution was found to be quite regressive for
the lower income classes with some progressiveness at the higher income;,
but the tax rates were highest for the lowest income level. Benefits
from government expenditures were estimated to be progressively distrib-
uted by all methods of public goods benefit allocation, but as would be
expected, the allocation of the benefits in proportion to the distribu-
tion of families allowed the most progressive distribution of benefits.
Net fiscal benefits were found to be progressively distributed with fami-
lies with incomes less than $12,000 receiving benefits greater than the
- taxes they paid.

In 1970, Aaron and McGuire published an article in which they
presented an alternative approach to determining the benefits from
public good expenditures (Aaron and McGuire, 19i0). It will be remem-

bered that it was these two authors who, in an earlier article mentioned

above, employed the Lindahl "rule" and the conceptual separation of the
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distribution and allocation branches to achieve a general equilibrium
solution in the theory of public expenditures (McGuire and Aaronm, 1969).
This more recent article used recent advances in the theory of pubiic
expenditures by Saﬁuelson (1954, 1955, and 1969) and themselves (1969)
to demonstrate that the value to households of public good expenditures
"should be imputed (as) a fraction of the total value of the’public good,
proportional to the reciprocal of its marginal utility of private good
expenditure" (Aaron and McGuire, 1970, p. 911).

The mathematical model used by Aaron and McGuire (1970) to arrive
at this conclusion rested on eight assumptions:

(a) Each household's marginal rate of substitution between
public goods and other goods is known, or assumed.

(b) The total and marginal cost of public and specific goods is
known for all relevant outputs of these goods.

‘(e) All utility functions are identical.

(d) All of each public good enters every household's utility
. function. .

(e) All households in each income bracket can be represented by
the average income level and expenditure mix in that bracket.

(£) The marginal cost of public goods equals the average cost at
the amount supplied.

(g) The actual output of public and specific goods is allocatively
efficient, so that marginal cost equals the sum of marginal rates of
substitution (MC = EMRS).

(h) The utilities of public goods and of other goods are in-

dependent (Aaron and McGuire, 1970, pp. 910-911).
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The model showed that the value of public goods accruing to each

household is:

i i
i R/ 1/
(1) Yi = tp* }Emfmsi = tp* __Lf = tp* . 1 (Aaron and
P 1 IRIE) I, g

McGuire, 1970, p. 913).
where! Yi = the income value of public goods to household i;

t = the total tax imposed per unit of the physical quantity of
- public good (p); :

p* = the particular physical amount of public good observed to
be supplied by the government;

tp* = total tax collections, equal to total expenditures on public
goods (Yp) ;

f; = the marginal utility of income for household i;
MRSi = the marginal rate of substitution between public goods and
income for household i; and
R=a constant‘.

Tﬁe authors then concluéed that the value of public good benefits
determined in this manner could be added to the final disposable income
(after all téxes, actual or imputed, have been paid) plus the income
value of the specific (private good) benefits of government expenditures
received by each income class to determine a total final income. This
total final income can then bé compared with the pre-tax pre-benefit in-
come of families to determine the net distributional impact of taxation
and expenditures (Aaron and McGuire, 1970, p. 914).

| To demonstrate the practicali;y of their approach, Aaron and

McGuire hypothesized two utility functions, expressed on the basis of

disposable cash income (Y;) plus the estimated income value of the
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private goods received through government expenditures (Y:). These two
hypothesized utility functions enabled the determination of the mafginal
utility of income for households. Using equation (1), Aaron and McGuire
(1970) utilized the Tax Foundation (1967) data to determine the net dis-
éributional impact of government taxation and expenditures in 1961.

" The first hypothetical utility function was:
2) vt = A 10g (¥ + ) + B
~ where A and B are arbitrary constahts, Ui is the total utility of house-
hold 1, and Y; and Y: are the disposable income and income received from
government expenditures on specific goods for household i. With this
- function, marginal utility is:

1

R | 1, ,i.-1
(3) MU™ = A/(Yp + Y)) = A[(Y] +Y))77)

and is always positive and total utility increases without limit as in-

’

come increases. A and B are irrelevant since only the marginal utility
" ratios are used in the calculationms.

The second hypothetical utility function also employed arbitrary
constants, the values of which are also irrelevant. The function,

() vt =k - c/(Yli) + Y:')
has a marginal utility schedule of

Gy wt = /s +vh2 - ¢ [l + ¥h™)
that approaches zero as income rises but which is always positive.

Aaron aﬁd McGuire (1970) assumed two possible definitions of the
total duantity of public goods whose benefits were to be distributed
among income classes, The first definition was identical to that used by
the Tax Foundation and iﬁcluded expenditures for national defense, inter-

national affairs, general government (excluding interest), transportation
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(excluding highways), commerce and finance, housing and community devel-
opments, health and sanitation, civilian safety, and miscellaneous (Tax
Foundation, 1967, p. 12). Aaron and McGuire (1970) referred to tpis
classification as "Low Total Quantity of Public Goods." The sécond
classification, which termed "High Total Quantity of Public Goods," ex-
panded the definition used by the Tax Foundation to include specified
proportions of expenditures on the following items: elementary and
secondary education (0.7), streets.and highways (0.5), higher education
(0.5), agriculture (0.3), public assistance and welfare (0.3), and
veterans' benefits (0.3).

The results of their analysis indicated that the net effect of
government.fiscal activity was less progressive with the use of their
hypothesized utility functions than that estimated by the Tax Foundation
(1967). An& interestingly, the use of the utility function Ui = E -
C/(Y} + Y1) under the case of "High Total Quantity of Public Goods"

showed income being redistributed from the middle income classes to both
the lower and higher income classes. Their resulﬁs were ext;emelf sensi-
tive, particulariy in the lowest and highest income classes, to the util-
ity function that was used to.distribute the benefits of public goods.
This sensitivity to the choice of utility functions makes the choice ex-.
tremely important. Aaron and Mcéui;e state that both functions, while
arbitrary, are '"nevertheless plausible" (Aaron and McGuire, 1970, p. 914).

Even though an improved method of allocating the benefits of pub-
lic goods by the explicit usé of utility functions has been demonstrated
by Aardn and McGuire (1970) without a clear indication of the shape of

the utility or the marginal utility function, the investigator must
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continue to maké arbitrary decisions on the allocation of public goods
and the results will be biased by this arbitrariness.

Some of the arbitrariness in the allocation of public good bene-
fits was removed by Maital (1973). Maital reviewed the analysis of
McGuire and Aaron (1969) and Aaron\and McGuire (1970) and presented a
simplified version of it. |

uaital, like Aaron and McGuire, assumed that the preference maps
of all individuals for private and. public ‘goods are known. He also re-
gardéd private goods to be synonymbus with disposable income. Maital's
graphical analysis, Figure 10, illustrates the indifference curves of
one individual for public and private goods. The individual has an ini-
tial (pre-tax, pre-benefit) income of OD. The individual then pays
taxes (less transfers) of AD and consumes 0G unifs of public goods, a
quantity which by definition is equal for all consumers. After paying
taxes, this person has a disposable income of OA.

It can then be determined that the individual is on indifference
curve U at point C, the coordinates of which are OA and 0G. The value to
this person, in terms of income, of the OG units of public good can be
determined by drawing a line tangent to indifference curve U at C. The
slope of this line is equal to the individual's marginal rate of substi-
tution between public goods and private goods (disposable income). The
value, in terms of income, that the individual places on the Gth unit of
public goods (the amount of income that the person would exchaﬁge for the
last unit of public goods) and can, therefore, be regarded as a "price."
Multiplying the individual's marginal rate of substitution (the "price"

he would be willing to pay for the last unit of public goods) by the
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total units of public goods gives an imputed value of publ;c goods in
terms of income to the indiQidual. This imputed wvalue of public goods
is represented by the distance AB in Figure 10.

This individual has then paid AD of his initial income in taxes
(less transfers) and has consumed OG units of public goods, which he
values at AB in terms of income. On balance, the individ;al has paid
BD more in taxes than he received in benefits from government provided
public goods. The amount BD repr;;ents the amount of taxes the individ-
ual paid for purposes of redistributing income, which is equivalent to
CA (Figure 9) in McGuire and Aaron's (1969) graphical illustration.

It is entirely possible, of course, that point B falls above
point D in which case the individual receives redistributive incbme.

The analysis can be taken further if two individuals (J and K)
are considered. If the tangent line BC is drawn for each individual and
the segment AB measured for botﬁ, then:

(6) ABJ = (slope BCJ) * 0G, and

(7 ABK'? (slope BCK) + 0G.

Then by dividing equation (7) by (6),

(8) ABK/ABJ = (slope BCK) / (slope BCJ).
For both J and K, by definition,

(9) slope BC = (marginal utilitonf 0G) / (marginal utility of
income).

Substituting equation (9) into (8),

(10) ABK/AB o (marginal utility of OG)K ’
(marginal utility of income)K

/
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(marginal utility of OG)J
(marginal utility of income)J

If it is now assumed that all individuals have identical preference maps
and that the utility derived from public and private goods are indepen-
dent, then the marginal utility of public goods (0G) for both J and K
will be equal (Maital, 1973, p. 563):

(11) (marginal utility of OG)K = (marginal utility of OG)J
Equation (11) can then be used to Simplify (10):

(marginal utility of income)J

(12) ABK/ABJ - (marginal utility of income)K

The income values of 0G units of public goods for K and J can now be
written as:

(13) ABK = ABJ (MUJ/MUK) and

(14) ABJ = ABK (MUK/MUJ), where MUJ and MUK represent the respec-
tive marginal utilities of income of individuals J and K.

Assuming that the total income value of 0G units of public goods
to J and K equals the total expenditures on OG units of public goods,

then

(15) ABJ + AB, = 0G.

K
By definition, it follows that:
(16) ABJ = ABJ (MUJ/MUJ).

Using equations (13) and (16), (15) can be rewritten as:

MUJ MUJ

(17 AB (THE) + AB, (EU-I? = 0G, or as
MU; MU

(18) ABJ(THJ—--*‘-I:ITJ—) = 0G.

J K
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The income value of OG units of public goods to J can now be written as:

MU MU
J J

= o(;/ (__.+_)
MU,  MUp

(19) ABJ

Referring back to the marginal utility of income schedules hypothesized
by Aaron and McGuire (1970) in equations (3) and (5), the marginal utility
of income for an individual can be written in the general form:

(20) MUi = c/xi, where

(21) x = (Yi + Y:)-¢ and ¢ is a constant.

"¢" represents the inverse of the elasticity of substitution be-
tween public and private goods and reveals the relationship between util-
ity and income so that a specific utility function can be determined
(Maital, 1973, pp. 561 and 564).

Equation (19) can now be rewritten, using (20), as:

X XK L,X
(22) AB -QG/(._J.+_)=0G/._i_i=0(;(x/zx)’
J XJ »XJ XJ . J ii

which is identical with equation (1), the central propositién of Aaron

and McGuire (1970, p. 913), Substituting (21) into (22), we find:

(23) 4By = 06 [(¥) +v3 )™ /5, (f+v 7?1,

It should be noted that all items in thé fight—hand side of (23)
are directly observable, with the possible exception of the value of ¢.
Aa:on and McGuire (1970) used two hypothesized values for ¢ in their
analysis: a value bf -1 in Equation (3) and a value of -2 in Equation

(5). It will be remembered that the results of the Aaron and McGuire

study (1970) were sensitive to the value of ¢ selected.
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Maital (1973) reviewed three independent studies which estimated
the value of ¢ (Fellner, 1967; Mera, 1969; and Powell, Van Hoa, and Wil-
son, 1968). Maital found that these three empirical studies all gsti—
mated the value of ¢ to be -1.5 or very close to it.

This value of ¢ was used by Maital (1973) in recomputing the
distribution of public goods benefits using, like Aaron and McGuire
(1970), the data provided by the Tax Foundation (1967).  The equation

for the marginal utility of income that Maital used was:
(24) w0* = comstant / (¥h + ¥3) 13,

- With the use of this equation, whose.value for ¢ is exactly midway bé-
tween the ¢ values used by Aaron and McGuire (1970), it is not surprising
that the imputed benefits from public goods as determined by Maital
(1973) fall between the Aaron and McGuire estimates. With a "Low Total
Quantity of Public Goods,' Maital found the net effect of public fiscal
activity to be progressive, but not as progressive as the Tax Foundation
(1967) estimates and falling between the two distributions estimated by
Aaron and McGuire. The results were much the same for the '"High Total
Quantity of Public Goods," except that the net effect was considerably
smaller; that is, a greater degree of income redistribution resulted
when a lower total quantity of public goods is provided by the govern-
ment. Maital concluded that "under a given tax éystem, the desire for a

‘more equal distribution of incomes requires that government supply less

public goods, rather than more" (Maital, 1973, pp. 567-568).



CHAPTER III
RESEARCH ?ROCEDURES AND TECHNIQUES

Determining the tax burden and value of government expenditure
benefits for each income class has traditionally been done on the $asis
of assumptions regarding the incidence of the individual taxes and the
distribution of the expenditure benefits. Once_tﬁe tax burden and ex-
penditure benefit distributions are determined, the initial income
distribution (the pre-tax pre-benefit income distribution) can be com-
pared with the income distribution after taxes and benefits. This ini-
tial income distribution is crucial since it must represent what incomes
would be without either taxes or benefits, Some corporate income taxes,
for example, are not borne directly by consumers, but can be shifted to
them in the form of higher prices, lower wages, or reduced inidends.

" The initial income must then include the imputed income value of these
shifted taxes i1f it is to represent a "true" pre-tax income. As indi-
cated in the previous chapter, the various empirical studies used dif-
fering income bases to represent the initial income. This income base
must then be allocated among the various income classes to determine the
initial distribution of income.

The procedure used in this s£udy to determine the net effect of
government fiscal activity on the distribution of income byvincome class
is to first determine the initial distribution of income (i.e., the in-
 come distribution that would exist at a glven time before taxes are

51
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subtracted and government benefits assigned to each income élass). From
this distribution is subtracted the tax burden of each income class, and
then the benefit; accruing to each class, observed and imputed, are added,
giv;ng a post-fiscal income distribution. This post-fiscal income dis-
tribution is then compared with the initial distribution to determine the
net effect of government fiscal activity upon income distribution.

It is the purpose of this chapter to discuss the income base and
the methods used in this study to éllocate.the income base, the tax bur-
deh, and the government expenditure benefits among income classes. Fi-

nally, the sources of the data used in the study will be discussed.

Methods of Allocation

The results of this study are compared with the findings of the
Tax Foundation (1967) as modified by Maital (1973), which considered the
entire United States. Accordingly, the same income base and methods of
allocating the income to determine the initial income distribution, tax

burden, and expenditure benefits are used.

Income Base

The Tax Foundation (1967) decided upon the income side of the net
national product as the most appropriate income base as a means to esti-
mate the burden of all taxes, including those paid by businesses. It was
therefore necessary to impute to families and individuals the burden of
corporate taxes and also make a corresponding imputation of income to
the families and individuals., If it is assumed that corporate taxes, in
the final analysis, are bome by famiiies in the form of higher prices,

lower dividends, and lower wages and salaries, it must also be assumed
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that undistributed corporate profits and the corporate profits tax are
part of family income. The Tax Foundation concluded that:

It would not be consistent to attribute the tax burden to in-

dividuals and families without also attributing as income all’

portions of the national income (or output) which may be affected

by those taxes, For this reason net national product (or its

income equivalent) is used as the most appropriate base against

which to measure the total tax burden (Tax Foundation, 1967,

p. 8). C S

The basis for thé allocation among income classes of the net

national product is shown in Table 5. Data for items on the right-hand
side of the table are reported in the U. S. Bureau of Labor Statistics

(BLS) Survey of Consumer Expenditures and Income, 1960-61 (1965). This

study, like the Tax Foundation (1967) study, uses the "income side'" in-
stead of the "product side" of net national product accounts. The prod-
uct side of the net national product accounts would be a more accurate
measure of the economic welfare of families since it includes the bene-
fits from government expend?tures. However, the Tax Foundation relegated
it to secondary status since it differs substantially from the layman's
idea of income and because of the problems involved in imputing to |

famllies the benefits of government expenditures (Tax Foundation, 1967,

p. 9.

" Tax Allocation

Table 6 shows the allocation bases employed by the Tax Foundation
(1967) and used in this study for allocating the tax burden among income
classes. Each particular basis of allocation rests upon an implicit

assump;ion and these are examined in more detail.
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Bases of Allocation for Net National Product, Income Side.

Relation of Money Income to NNP

Basis of Allocation

BLS Money income before taxes

Plus: "Other" labor income

Net rent, owner-—occupied
dwelling

Services furnished by
financial intermediaries

Food grown and consumed on
farms

Food furnished employees

Difference between personal
taxes in BLS survey and in
national income accounts

Imputed items in personal
saving?

Other and unaccounted

Equals: Personal income

Less: Transfer to persons
Social insurance benefits
Civilian government pensions
Veterans benefits

Relief and other

Net interest paid by government
Net interest paid by consumers
and subsidies less current
surplus of government enter-
prises
Plus: Non-personal taxes
Corporate profits tax

Contributions for social
insurance
Personal contributions
Employer contributions
Indirect business taxes
Undistributed corporate
profits

Equals: Net national product

BLS Money income

Wages and salaries

Homeowners' housing expenditures
Interest receipts

Value of farm consumed food
Number of full-time earners
Personal taxes

Homeowners' housing expenditures
Money income

Social insurance benefits

Private pensions

Military allotments and
pensions

Public assistance and private
relief

Interest receipts

Total current consumption-

Half on consumption and half
on divided income

Social insurance contributions
Total current consumption
Total current consumption

Dividend income



Table 5. (continued)
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a. Consists largely of investment in housing.

Source: Tax Foundation (1967).
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.Table 6., Bases for the Allocation of the Tax Burden by Income Class.,

Tax

Basis of Allocation

Individual income

Corporate income

. Estate and gift

Excises, customs, and sales:
Alcoholic beverage
Tobacco
Telephone and telegraph

Auto purchase

Auto operation

Other excises, etec. -
Property

Personal insurance:
Personal contributions

Employer contributions

Personal taxes

Half total current consumption
and half divided income

d

To the highest income class

Alcoholic beverage expenditures

Tobacco expenditures

Telephone and telegraph
expenditures

Automobile purchase expenditures

Automobile operation expenditures

Total current consumption

Half housing expenditures and

half total current consumption

Soclal security, railroad and
government retirement
contributions

Total current consumption

Source: - Tax Foundation, 1967.
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The individual income tax is allocated proportional to fhe amount
" of personal taxes paid by each income class. Although the personal
taxes item includes taxes other than the income tax, the income tax is
fhe largest component and therefore a valid basis for allocation.

Allocating the corporate income tax on the basis of total current
consumption and dividend income assumes that this tax is shifted both to
the consumer in the form of higher prices and to the shareholder in the
form of reduced dividends. Of codrse, it is possible that some of the
burden is borne by the workerslin the.form of lower wages and salaries
than would be the case if there were no tax.

The estate and gift tax is generally‘paid by the donor and it is
arbitrarily assumed to be borne exclusively by the highest income class.
Although some of the total tax revenue is probably collected from other
income classes, this is regarded as a realistic method of allocation.

The estate and gift tax is generally paid by the donor and it is
arbitrarily- assumed to be borne exclusively by tﬁe highest income class.
Although some of the total tax revenue is probably collected from other
income classes, this is regarded as a realistic method of allocation.

The excise, custom, and sales taxes are allocated on the basis of
the expenditures by each income class for the taxed items, except in the
case of "Other Excises" where the amounts are small or there is no clear
means of allocating them.

Property taxes are assumed to be borne ﬁartly by those who own
property, using housing expenditures as a proxy. The other portion is

assumed to be borne by consumers in the form of higher prices paid, the
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property owner using part of his sales revenue for paying His pfoperty
taX.l

- Contributions for the personal insurance taxes are allocaFed
using employee contributions to social security and railroad and govern-
ment retirement as proxies. Employer contributions to the tax are allo-
cated proportional to total current consumption, which assumes that this
contribution is shifted to the consumer in the form of higher prices.

The‘Tax Foundation recogni;ed that some of these methods of al-
location are arbitrary but felt that they were warranted given the pur-
pose of the study to present a broad picture of the distribution of the
burdens and benefits of government fiscal activity. These allocative
bases would undoubtedly have to be changed if the scope werernarrowed or
the purpose changed (Tax Foundation, 1967, p. 1l1).

A complete determination of the distribution of tax burdens
should include an adjustment for that portion of an area's tax burden
that is shifted, or "exported," to residents outside the region and for
the "importation" of the taxes that residents of the area pay but which
are collected by governments outside the area. Several studies have
examined the "exporting'" of state and local taxes and have found that
the portion ofv“exported" taxes can be significant (McLure, 1967). How-
ever, there have been no studies which éstimate the extent of tax "im-
portations.” It will be assumed in this study that the net effect of
such shifting of tax burdens is negligible, that is, that the "importing"

and "exporting" of tax burdens into the Western Region offset those

shifted out of it.
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Benefit Allocation

Allocating the benefits of government expenditures has always
been problematical for researchers. Part of the problem in_allocgting
the benefits lies in the nature of the goods and services that govern-
ments provide. Public expenditure theory differentiates between two
types of goods: the pure public good which by nature enters the utility
function of all and benefits all, and the pure specific (or private) good
that has no externalities so its c;nsumption by one restricts the quan-
ticy #vailable for consumption by others. This distinction simplifies
the theoretical analysis but breaks down in practical application since
"there exist few purely public or specific goods. The first-problem of
the researcher is to determine which government expenditures are to be
treated as pure public good eipenditures and which as pure private good
expenditures (or what proportions of the expenditure items will fall
under each category).

Public goods, as defined by the Tax Foundation (1967, p. 12),
are expenditures for ngtional defense, international affairs, general
government (excluding interest), postal service, civilian safety, trans-
portation (excluding highways), commerce and finance, health and sani-
tation, natural resources, public utilities, and otﬁer and miscellaneous
expenditures., All other government expenditures were treated as specific
goods. . )

Aaron and McGuire (1970), however, used two alternative public
good categories. The first they labeled as '"Low Total Quantity of
Public Goods" and it consisted of the itemé used by the Tax Foundation

(1967). The second category, "High Total Quantity of Public Goods,"
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consisted of the first category plus the inclusion of portions of govern-
ment expenditures. for elementary and secondary education, higher educa-
tion, public assistance and other welfare, veterans' benefits and ser-
vices, highways, and agriculture. These were included because they felt
that these additional expenditures ''generate significant externalities"
even though the portion classified as public goods was arbitrary (Aaron
and McGuire, 1970, p. 915).

The two categories of public goods as defined by Aaron and Mc-
Guire (1970), are used in this study and can be seen in Tables 7 and 8.
Tablg 7 ghows the "Low Total Quantity of Public Gooés" (Altemative A),
while Table 8 shows the "High Total Quantity of Public Goods" (Alternative
B).

Total benefits from government expenditures for public goods are
allocated among income classes according to the method outlined by Aaron
and McGuire (1970) and by.Maital (1973) as discussed in Chapter II., That
is, the value of public goods to a family unit in income class J is equal
to:
a8y = oGL(Y) + Y™t/ x crp + ¥H 7 )

wheré: ABJ = the dollar value to family unit J of public goods

(@
(]
It

dollar value of all public goods brovided
YD = disposable income of family unit J

YS = dollar value of government provided specific goods to
© family uwnit J

¢ = inverse of the elasticity of substitution between public
and private goods and equals 1.5.

The method of allocating specific goods among income classes is

shown in Table 7. As in the case of allocating the income base and
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Table 7. Bases for the Allocation of Government Expenditure Benefits by
Income Class, Alternative A2
Expenditures Basis of Allocation

PUBLIC GOOD EXPENDITURES:

National defense and inter-
national affairs
Other general benefit expenditures
‘General government
Postal service
Civilian safety (police, fire.
ete.)
Transportation (excluding
highways)
Commerce and finance
Health and sanitation
Other and miscellaneous
Natural resources
Public utilities

SPECIFIC GOOD EXPENDITURES:

Education:
Elementary and secondary
Higher education

Public assistance relief and
other welfare

Labor and manpower

Veterans benefits and services

Highways

Agriculture
Net interest A
Social insurance benefits

" Marginal utility of income:

@ + YSJ)'¢

i
D

D

Zi (Y

ABJ = 0G

i,-¢
+ Yg )

Number of children under 18

Higher education expenditures of
families

Income from public social assis-
tance and private relief

Wages and salaries

Military allotments and pensions

Half auto operation expenditures
and half total current consumption

Farm money income before taxes

Interest income

Public unemployment and social
security benefits

a.,

Source:

Altermative A is low total quantity of public goods.

Tax Foundation (1967 and Maital (1973).
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Table 8. Bases for the Allocation of Gov%rnment Expenditure Benefits
by Income Class, Alternative B.

Expenditures

Basis of Allocation

PUBLIC GOOD EXPENDITURES:
National defense and inter-
national affairs
Other general benefits
expenditures:
General government
Postal service

Civilian safety (police, fire,-

etc.)
Transportation (excluding
highways)
Commerce and finance
Health and sanitation
Other and miscellaneous
Natural resources
Public utilities
Education:
Elementary and secondary (70%)
Higher education (50%)
Public assistance and other
welfare (30%)
Veterans benefits and services
(30%)
Highways (50%)
Agriculture (30%)

SPECIFIC GOOD EXPENDITURES:
Education:
Elementary and secondary (30%)
Higher education (50%)

Public assistance relief and
other welfare

Labor and manpower

Veterans benefits and ser-
vices (70%)

Highways (50%)

Agriculture (70%)
Net interest .
Social insurance benefits

Marginal utility of income:

‘ I Je-o
AB -=oc;|;D *Ys )
J T T
I_i b+ v h

Number of children under 18

Higher education expenditures of
families

Income from public social assis-
tance and private relief

Wages and salaries

Military allotments and pensions

Half auto operation expenditures
and half total current consumption

Farm money income before taxes

Interest income

Public unemployment and social
security benefits

a. Altemnative B is high total quantity of public goods.
Source: Tax Foundation (1967) and Maital (1973).
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taxes, the items used as bases for allocating the private goods benefits

are from the U, S. Bureau of Labor Statistics Survey of Consumer Expendi-

tures and Income, 1960-61 (1965) which gives data for these items for

each income class. A brief discussion of the allocation of the benefits
of particular specific goods expenditures follows.

The benefits from government expenditures on elementary and
secondary education are assumed to accrue proportionally to the number
of families with children under eighteen years of age, while higher edu-
cation expenditures are assumed to benefit families proportionate to
their expenditures for higher education.

. Expenditures for public assistance and other welfare are assumed
to benefit families in proportion to that part of their income which
comes from public social assistance and private relief., Such a methéd
of allocation should primarily benefit thé lower income classes. Vet—
erans' benefits aﬁd services expendithres are allocated so that the
.benefits go to families_in proportion to their receipts from military
allotments and pensions.

Family expenditures on auto operation and total current consump-
tion are used as the basis for alloc#tiné the benefits from government
highway expenditures. This>assumes that those who receive the benefits
of this expendituré item are the users of highways and consumers since
many consumer items are transported on the highways.

Government expendithres for agriculture are assumed to benefit
farmers in proportion to their farm money income before taxes. (farm
money income represents total receipts from farm production minus

operating costs.) Even where a portion of these expenditures are
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categorized as public good expenditures, this basis of allocation ignores
that some of the benefité from government agricultural programs have
helped provide consumers with generally abundant quantities of food at
. relatively low prices.

Finally, the net interest payments by government are assumed to
benefit families in proportion to their interest income, and social in-
surance benefits are allocated proportionally to the receipts of families
from public unemployment compensation and social security.

As in the case of the allocation of taxes, no adjustment is made -
fo? the éhifting of government expenditure benefits provided in the
Western Region to residents outside the region. Nor is there an adjust-
ment for the benefits reaped by residents in the region provided by
government expenditures outside the region. It is assumed that the

shifting of benefits into and out of the Western Region nullify each

other's effect.

Sources of Data

The items discuséed above that are used as bases of allocation

are taken from the U. S. Bureau of Labor Statistics' Survey of Consumer

Expenditures and Income, 1960-61 (1965). This survey itemized the income

sources and expenditurés from a representative sample of households in
all parts of the United States in 1960-61., The results have been broken
down into geographical regions and by area of resiéence (urban, rural
nonfarm, and rural farm). These classifications are the same as those
employed by the Bureaﬁ of the Census. The results were alsp presented

showing the average amounts received from each income source and spent
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for each expenditure item by the various income classes. The Survey
divided the population into ten income élasses (under $1,000; $1,000-
$1,999; $2,000-2,999; $3,000-3,999; $4,000-4,999; $5,000-5,999; $6,000-
7,499; $7,500-10,000; $10,000-15,000; and over $15,000) in tabulating

the findings. Only nine income classes were used by the Tax Foundation
(1967), which combined the two lowest income classes. This procedure
was followed by Aaron and McGuire (1970) and Maital (1973), and is con-
tinued in this study. . '

The amounts of income (income side of net national product) to be
allocated among the income classes in the Western Region are derived from °
the amounts used by the Tax Foundation (1967). The Tax Foundation derived
these amounts from the national product data reported by the U. S. Depart-
ment of Commerce (1963) and then allocated these amounts.to the income
classes proportional té each class's share of the bases of allocation as
reported by the U. S. Bureau‘of Labor Statistics-(1965) survey. Since
net national product data are reported for the entire United States only,'
the Western Région's share of the net national product in 1961 is deter-
mined by allocating the dollar amounts df the items which comprise the
net national product in proportion to the Region's share of the bases of
allocation. The component items of the net national product and the
basis of allocation are shown in Table 5.

Federal government taxes and expenditures for the Western Region
are determined in a similar manner. It is a nearly impossible task to
precisely determine what share of the total Federal tax burden was borne
by the Western Region in 1961, as is the determination of Federal expen-

ditures made in the Region. Consequently, the total amounts of Federal
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taxes and expénditures reported by the Tax Foundation (1967) ére allo-
cated to the Western Region in the same manner as was the Region's share
of net national product. Federal expenditures for public goods,~of
course, are less problematical to deal with since, by definition, the
benefits from these expenditures are enjoyed by all, only the valuation
of these benefits differs.

State-local tax and expenditure amounts in the Western Region
are derived from the total amounts reported by the Tax Foundation (1967)
and the U, S. Bureau of the Census (1964). 'The U. S. Bureau of the
Census (1964) reported the sources of Tax revenues and expenditure items
by states. It is then possible to determi%e the proportional shares of
the tax revenues and expenditures for the Western Region in 1962, As-
suming that there was an insignificant change in the propo:tions between
1961 and 1962, these proportions are used to determine the tax revenues
and expenditures at the state-local level in the Western Region using
the Tax Foundation (1967) amounts as a base, These amounts are theﬂ
allocated to the income classes and sectors of the Region using the bases
of allocation discussed above.

The total tax burden of the Western Region can be determined in
the manner just described; but the determination of the burden of the
estate and gift taxes borne by each sector is done in a different manner.
The assumption that the estate and gift taxes are borne entirely by the
highest income'class implies that the payment of these taxes is primarily
a function of income. Accordingly, the proportion of these taxes to be

allocated to each sector is determined to be equal to the proportional
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share of money income, as reported by the U, S. Bureau of Labor Statis-
tics (1965), enjoyed by the highest income class in each sector.

Western Region state-local government expenditures for pu?lic
gsods are assumed to benefit all residents of the Region regardless of
where a particular public good expenditure may have been made. For
example, public good expenditures made by urban governments are assumed ‘
to benefit rural residents as well, even though in reality this is likely
to.not be the case. This assumpti;n is necessary because of the unavail-
‘ability of detailed financial data for all levels of government in the
Western Region for 1961.

It is recognized that some of the assumptions and methods used in
determining the tax burdens and government expenditure benefits for
Western Region residents in 1961 may estimate tax revenue and expenditure
aﬁounts that are different from the actual amounts. This approximation
of reality’%s used because:

(1) It is difficult to determine the actual amgunts due to the
unavailability of data and differences in the data that are reported by
various sources;

(2) The determination of the actual amounts would require com-
promises and the making of assumptions that would not necessarily make
these amounts more relisble than the amounts are used here; and

(3) The amounts used by the Tax Foundation (1967) were determined
using certain assumptions and methods. .

Using state budget data to determine the actual amounts without
knowing the Tax Foundation's (1967) assumptions and methods would reduce

the comparability of the results. For example, data on tax revenues

’ .
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generally list the total amounts collected from the various sources, and
then separately list the total tax refund amounts. The Tax Foundation
allocated these refunds to the various tax revenue sources to derive a
"net" tax revenue from each source. These "net" figures were used for
their computations, and the allocation method was not reported.

| It is believed that although the amounts used here may differ
from the actual amounts, the results showing the progressiveness or
regressiveness of the distribution;'of the tax burdens, expenditure
benefits, and income redistribution effects are quite reliable.

In summary, the method of determining the net effect of govern-
ment fiscal activity on income distribution is as follows:

(1) Determine the distribution of income that would exist in the
absence of government fiscal activity by allocating net national product
(income side) to the various income classes. |

(2) Determine the tax burden borne by each income class by allo-
cating the total tax burden to the classes as discussed above, and then
subtract this burden from the initial (pre-tax, pre-benefit) incomes re-
ceived by each income class.

(3) Determine the benefit received b& each income class by allo-
cating government expenditures for specific goods in the manner dis-
cussed above. The benefits from government expenditures for public
goods are distributed to each income class proportional to each class's

"marginal utility of income,bas was advocated by Maital (1973). - The total
benefits are then added to the initial incomes, less taxes paid, of

each income class. .
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%) Thé resulting, post-tax, post-benefit income distribution is
then compared with the initial income distribution to determine whether
income has been redistributed as a result of government fiscal activity
and whether the resulting distribution of income has increased the
equality of income distribution, '

(5) The same procedure is followed for the urban and rural farm
and rural nonfarm populations to determine the net effects on these

groups and whether income has been redistributed between the groups.



CHAPTER IV
RESULTS OF THE ANALYSIS

The allocation methods described in the previous chapter allow
estimates to be made of initial (pre-tax, pre-benefit) income, tax
burdens, and the value of benefits- of specific and public government
goods for each income class. The net effect of tax burdens and govern-
ment benefits on each income class can then be computed and the resulting
net income distribution compared to the pre-tax, pre-benefit distribution
of income. These estimates are all presented in this chapter. All
estimates are made for the United States, the West, and urban, rural
nonfarm and rural farm sectors of the West. Figures.and tables are used
in the text to present the findings. Data and estimates from which the
figures were constructed are given in Apbendices A and B.

All computations are given on a per family basis for each income
class. A negative net effect for an income class represents an income
transfer in favor of that class, while a positive net effect indicates
an income transfer from that income class. |

The degree of progressiveness or regressiveness of the distribu-
tions of tax burdens andvexpenditure benefits and of the income redistrib-
utive effect are estimated by determining the proportion of its initial
income that each income class pays in taxes, receives in government

expenditure benefits, and receives or pays for income redistribution.

70
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The results for the entire United States are taken directly ffom
the Tax Foundation (1967) and Maital (1973), which.determined the distri-
* butions of the total (state-local and federal) tax burden and ;he.total
expenditure benefits. To increase the comparability with these earlier
studies, the state-local and federal taxes and government expenditures

are separated from the total and are presented.

Initial Income Distribution

The initial income distribution, as has been mentioned, refers to
the distribution of income before taxes are subtracted and before govern-
ment benefits are assigned. It is determined by allocating the income
base, the aggregate of initial incomes, among the income classes. Net
national product, income side, is used as the income base in this study.
The components of net national product in 1961 fof the United States and
the Western Region are shown in Table 9, along with the income base
amount to be distributed among the income classes. The amo&nts allo-
cated to each income class are given in Appendix Tables B.2.a to B.2.d.

Table 10 shows the distribution of families among income classes
and the average initial income of each income class for the United States
and the Western Region in 1961. In the United States, 36.65 percent of
the families were in the three lowest income classes and received 11.54
percent of the toéal initial income, while in the Western Region 28.53
percent of the famiiies were in the lower three income classes and re-
ceived 8.50 percent of the Region‘s‘éotal income. The three lowest in-

come classes contained 26.98, 33.43, and 39.29 percent of the urban,
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Table 9, Relation of BLS Money Income to Net National Product; Amounts
to be Allocated, United States and Western Region, 1961
(millions of dollars).

United Western
States Reglon
BLS Money income hefore taxes ' $348,041 $60,921
Plus: "Other labor income" 12,746 2,152
Net rent, owner-occupied dwellings b 6,992 1,261
Services furnished by financial institutions 5,296 "985
Food grown and consured on farms 1,105 105
Food furnisbed employees 2,113 334
Difference between personal taxes in BLS
’ survey and in national income accounts - 13,731 2,443
Inputed items in personal ,avings 15,500 2,796
Other and unaccounted 11,290 1,976
Equals: Personal inccme excluding capital gains 416,814 72,983
Less: Transfers to persons
Social insurance henefits 18,034 2,730
Civilian government pensions . 2,499 366
Veterans benefits and pensions 5,544 1,030
Relief and other . 4,344 862
Net interest paid by governzent 7,390 1,375
Net interecst paid by consumers and subsidies
less current surplus of governnent enterprises 9,067 1,608
Plus: Non-personal taxes
Corporate proiits tax liabilities : 23,104 3,661
Half on consumption- (11,552) (2,049)
Half on dividends : (11,552) - (1,612)
Coatributions for social insurance )
Personal contributions 9,598 1,764
Employer contributions 11,843 2,101
Indirect business tax and non-tax-liability 47,699 8,462
Undistributed corporate profits® 12,687 1,770
Equals: Net national product 474,865 82,770

a. Estimates using BLS Survey of Consumer Expeaditures 1960-61-(19€5).
b. Excludes insurance companies.
¢. Includes inventory valuation adjustment.

Sources: Tax Foundation (1967) and Purcau of Labor Statistics, Survey of
Consumer Expenditures, 1960-61 (1965).




Table 10. Distribution of Families and Average Initial Income by Income Class, United States and
Western Region, 1961.

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000~ $6,000- $7,5C0- $10,000- Over Total®
$§2,000 $2,999 $3,999 $4,999 $3,999 $7,499 $9,999 $14,999 $15,000
United States
Nucber of Families (000) : 7,860 6,077 6,334 6,972 7,018 8,329 7,585 3,962 1,100 55,307
Percent of Total Families 14,21 10.98 11.45 12,60 12.68 15.18 13,71 7.16 1.98
Averaze Initial Income $1,046 $2,3801 $4,674 $6,561 $8,328 $10,148 $13,482 $19,453 $44,500 $474,865
Fercent of Total Income 1.73 3.58 6.23 9.63 12.30 17.93 21.53 16.23 10,30
Western Regilon
Nuzmber of Families (000) 918 707 877 1,098 1,124 1,661 1,361 796 224 8,766
Percent of Total Families 10,47 8.06 10.00 12.52 12.82 18.94 15.52 9.08 2.55
Average Initial Income §1,111 $2,646 $4,737 $6,469 $8,117 $10,701 $13,713 $18,688 $36,504 $82,770
Percent of Total Income 1.23 2.26 5.01 8.58 11.02 21.47 22,54 17.97 9.87
Urban Sector, West
Number of Fanilies (000) 656 537 688 823 910 1,359 1,095 720 178 6,966
Perceat of Total Families 9.41 7.70 9.87 11.81 13.06 19.50 15.71 10.33 2,55
Average Initfal Income $1,123 $2,605 $4,612 $6,464 $7,985 $10,475 $13,754 $18,913 $38,045 $67,581
Percent of Total Income 1.09 2.07 4.69 7.87 10.75 21.06 22,28 20,14 10.02
Rural Nonfarm Sector, West :
Kuober of Families (000) 205 137 154 245 169 268 227 53 26 1,483
Percent of Total Families 13.82 9.23 10.38 16.52 11.39 18.07 15.30 3.57 1.75
Average Initial Income $712 $2,467 $5,058 $6,045.  $7,899 $11,582 $13,322 $18,792 $39,538 $12,237
Percent of Total Income 1.19 2.76 6.36 12.10 10.90 25,36 24.71 8.13 8.40
Rural Fara Sector, West .
Number of Fazmilies (000) 57 a3 k1) 1 45 35 39 23 20 318
Percent of Total Families 17.92 10.37 11.00 9.74 14.15 11,00 12,26 7.23 6.28
Average Initial Income $2,088 $3,303 $6,000 $7,677 $8,089 $10,200 $12,667 $16,478 $35,100 '$2,975
Percent of Total Income 4.00 3.66 7.05 8.00 12.23 12,00 16.60 12,73 23,59

8pollar amounts in millions

Sources: Tax Foundation (1967) and Appendix Tables B.1l. a ~d and B.2. a -d.

€L
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rural nonfarm, and rural farm families respectively, and 7.85, 10.31, and
14.71 percent of total initial income was alloéated to these groups.

The three highest income classes contained 22.85 percent of the
families in the United States and 27.15 percent in tﬁe Western Region,
énd received 48,06 and 50.38 percent of the total initial income respec-
tively. For the urban, rural nonfarm, and rural farm populations of the
Western Region, 28.59, 20.62, and 25.77 percent of the families were in
the three highest income classes and received, respectively, 52,44,
41,24, and 52.92 perceﬁt of the total allocated initial income.

The initial income distribution is summarized in Figure 11 using
Lorenz Curves. It can be seen that the most equal distribution of ini;
tial income is in the urban population of the Western Region. The in-
comes of the Western Region and its population groups, except for the
rural farm population, were more egually distributed than were incomes
in the nation as a whole. The most unequal distributionhof income was

among the rural farm population of the West, especially in the highér

income classes.

Tax Burden Distribution

The total tax burden, itemized by type of tax, that must be
allocated among the citizens of the United States and residents in the
Western Region is shown in Table 1l. (The actual allocation of the tax
burden in the Western Rggion is shown in Appendix Tables B.3.a to B.3.d.)
Individual incohe taxes, widely recognized as one of the most progressive
taxes, accounted for 44,54 percent of the total tax receipts of the

. federal government in the United States in 1961 and 45.24 percent of
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Table 11. Tax Amounts to be Allocated by Income Class, United States and
Western Region, 1961 (millions of dollars).

United Western
States Region .
Federal, Total $95,795 $16,780
Individual Income 42,668 7,591
Corporate Income 21,751 3,444
Half on consumption (10,875) (1,929)
Half on dividends (10,876) (1,515)
Estate and gift 1,814 348
Alcoholic beverage . 3,212 670
Totacco 2,015 305
Telephone and Telegraph 836 142
Auto purchase . 1,859 356
Auto operation 2,323 444
Other excises, etc.? 3,561 632
Other taxes (3,120) (554)
Nontax receipts (441) (78)
Social Insurance 15,756 2,848
Personal contributions (8,228) . (1,512)
Employer contributions ‘ (7,528) (1,336)
State - Local, Total ’ - $48,839 $9,306
Individual Income 2,648 492 .
Corporation Income ) 1,353 . 382
Half on consumption . ] (676) (191)
* Half on dividends - (677) (191)
Gift and inheritance 489 101
Alcoholic beverage ' - 701 .97
Tobacco 1,038 109
Auto purchase sso © 105
Auto operation 5,178 932
General sales (excluding auto purchase) 4,192 1,113
Property tax 17,938 3,584
Half on consumption ) (8,969) (1,792)
Half on housing expenditures (8,969) (1,792)
Social insurance : 5,685 1,017
Personal contributions (1,370) R (252)
Employer contributions (4,315) © (765)
Other excises, ete. ° 9,067 1,374
Other excises . (5,273) (799)
Nontax receipts . (3,794) : (575)

a, Includes nontax receipts.
b. Unemployment insurance classified as a state tax.
t. Estimate based on Bureau of the Census data.

_ Sources: Tax Foundation (1967), Table B-6, p.44; and U.S. Bureau of the Census,
Cer:sus of Governmcats, 1952 (1964).
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total federal tax receipts in the West. Income tax receipts accounted
for only 5.42 percent of state-local government tax receipts in the
nation and 5.29 percent in the West. State-local governments havg tradi-
tionally relied more heavily on saies. excise, and property taxes for
their tax revenues. These observations would indica;e that the distri-
bution of the tax burden is generally progressive for the federal govern-
ment and regressive for state-local governments.

These expectations are cogfirmed by the findings of this study,
which aré presented numerically in Table 12 and graphically in Figures
12, 13, and 14, For the nation as a whole, the federal tax system was
progressive, although there was some regressiveness in the lower income
classes. The tax burden, as.expected, was regressive for all state-~local
governments in the Uﬁited States.. The total tax burden of the United
States was slightly regressive although average tax payments (in dollar
amounts) increased as income increased. This regressiveness was a
result of the regressive state-local tax systems and also because the
federal government did rely on some sales and excise gaxes.

In the Western Region, the results are similar to those for the
nation, tﬁough the tax rate (tax burden as a percent of initial income)
was generally higher than for the total United States. The federal tax
burden was generally progressive in the West and the state-local tax bur-
den regressive,. with the léwer income classes paying higher tax rates
than the higher classes and the lower income classes in the West paid
higher rates than in the nation as a whole.

The tax burdens of the ufban and rural nonfarm populations of the

Western Region were distributed in much the same way as were the total



Table 12. Average Family Tax Burden by Income Class, United States and Western Region, 1961.

Incone Class (Money income after personal taxes)

Under $2,000-  $3,000-  $4,000-  $5,000- $6,000-  §7,500-  $10,000- Over Average
$2,000 $2,999 $3,999 $4,999  $5,999 $7,499 $9,999 $14,999  $15,000

Uaited States, All taxes $476 $930 $1,471 $1,923  $2,407 $2,948 $3,822 $5,748 $17,330  $2,615
Percent of Initial Income 45.50 33.20 31.47 29.30 28.90 29,05 28.34 29.54 38.94 30.45
Federal Taxes 224 500 869 1,179 1,509 1,892 2,539 4,064 14,031 1,732
Perceat of Initial Income 21.41 17.85 18.59 17.96 18.11 18.64 18.83 20.89 31.53 20.17

State = Local Taxes 252 431 602 745 899 1,057 1,284 1,685 3,298 883
Percent of Initlal Income 24.07 15.38 12,87 11.35 10.79 '10.41 9.52 8.66 7.41 10.28
Western Region, All taxes $606 $966 $1,640 $2,020 $2,357 $3,186 $3,990 $5,676 $14,758 $2,976
Percent of Initial Income 54,54 36.50 34,62 31.22 29.03 29.77 29,09 30.37 40,43 31,51
Federal Taxcs 279 498 948 1,195 1,396 1,986 2,576 3,887 11,464 1,914
Perceat of Initial Income 25.11 18.82 20.01 18.47 17.19 18.55 18.78 20.79 31.40 20.27
 State = Local Taxes 327 468 692 825 961 1,200 1,414 1,789 3,295 1,062
Perceat of Initial Incoze 29.43 17.68 14.60 12,75 11.83 11.21 10.31 9.57 9.02 11.24
* Urban Sector, West, All taxes $602 $970 $1,610 $2,051. $2,398 $3,101 $4,098 $5,761 $15,045  $3,075
Percent of Initial Income $3.60 37.23 34.90 31.72 30.03 29.60 29,79 30.46 39.54 31.69
Federal Taxes 276 507 916 1,222 1,437 1,904 2,661 3,961 11,646 1,985
Percent of Initial Income 24,57 19.46 19.86 18.90 17.99 18.17 19.34 20.94 30.61 20.45
tate - Local Taxes 326 464 695 829 960 1,196 1,437 1,800 3,399 1,091
Percent of Initial Income 29.02 17.81 15.06 12.82 12.02 11.41 10.44 9,51 8.93 11.24

R »
Rural Noafarm Sector,West, All Taxes $459 $905 $1,734 $1,882  $2,219 $3,964 $3,687 $5,604 $16,269  $2,610
Percent of Initial Income 64.46 36.68 34,28 31.13 28,09 34.22 27.67: 29.82 41,14 31.62
Federal Taxes 190 416 1,071 1,061 1,231 2,451 2,304 3,642 12,769 1,641
Percent of Initial Income 26.68 16.86 21.17 17.55 15.58 21.16 17.29 19.38 32.29 19.88
State - Local Taxes 268 489 662 820 988 1,243 1,383 1,962 3,500 969 *

Perceat of Initial Income 37.64 19.82 13.08 13,56 12.50 10.73 10.38 10.44 8.85 11.74
Rural Farn Sector, West, All Taxes $1,175 $1,061 $1,771 $2,452  $1,844 $2,371 $2,795 $2,783 $10,250  $2,503
Percent of Initial Income 56,27 32.12 29,51 31.93 22,79 23.24 22,06 16.88 29.20 26,75
Federal Taxes 632 636 1,086 1,645, 1,089 1,400 1,821 1,826 8,150 1,642
Percent of Initial Income 30.26 19.25 18,10 21,42 13.46 13.72 14,37 11.08, 23.21 17.55

State - Local Taxes 544 424" 636 806 756 971 974 957 2,100 862
Percent of Initial Income 26.05 12,83 11.43 10,49 9.34 9.51 7.68 5.80 5.98 9.21

Sources: Tax Foundation (1967) and Appendix Tables Bi6., a - e.
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regioﬂ's tax burden. The rural nonfarm population paid some of the
highest tax rates,.especially in the lowest and higheét income classes.

For the rural farm population, both the féderal and stateflocal
tax burdens were generally distributed regressively, with mid and high
income classes payiﬁg lower rates than any of the other groups. This
regressiveness was primarily due to the relatively low income taxes
paid By the mid and high income classes. Also, compared to the other
sectors, incomes were on the average higher for the lower income classes

and lower for the higher income classes (Table 10).

Distribution of Government Expenditure Benefits

Government expenditure benefits are classified as either specific
(private) or public depending upon the nature of the good or service
which is provided. Also, the expenditure items which comprise the spe-
cific and public benefit categories have been divided between the cate-
gories in two ways: the "Low Total Quantity of Public Goods" (Alterna-
tive A) employs a limited definition of what constitutes a public good,
while the "High Total Quantity of Public Goods" (Alternative B) employs a
broader definition. The distribution of benefits under Alternatives ‘A

and B are discussed repeatedly.

Alternative A .

Total government expenditures in 1961, federal and state-local,
are itemized by type of expenditure in Table 13 (the actual allocation
of these amounts appear in Appendix Tables B.4.a. to B.4.d.). Of the
total federal government expenditures, 62.03 percent went for public

goods, while 90.72 percent of federal expenditures in the West went for



Table 13, Government Expenditure Amounts to be Allocated by Income
Class, United States and Western Region, 1961, Alternative
A (millions of dollars).

United - Western
States Region
Federal,Total: $97,842 $71,515
Ceneral Benefit, Total $66,279 .$66,279
National defense and international affairs 51,426 51,426
Other general benefit expenditures a 9,268 9,268
Elementary and secondary education 214 - 214
Higher education 106 106
Public assistance and other welfare 859 859
Veterans benefits 1,843 © 1,843
Highways + 71,369 1,369
Agriculture 1,194 1,194
Specific Benefit, Total $31,563 $5,236
Elementary and secondary education 91 15
Higher education 105 17
Public:.assistance and other welfare 2,003 398
Labor and manpower . 595 100
Veterans benefits 4,300 799
Highways 1,369 252
Half on auto operation (685) (131)
.Half on total current consumption (684) (121)
Agriculture 2,786 359
Net interest b 6,366 1,184
Social insurance benefits 13,948 2,112
State - Local, Total $51,136 $12,083
General Begefits, Total $34,600 $8,302
General ' 17,696 4,084
Elementary and secondary education 11,425 3,045
Higher education 1,476 454
Public assistance and other welfare 667 138
Veterans benefits : 34 6
Highways ‘ 3,145 555
Agriculture . 157 20
Specific Benefits, Total $16,536 $3,781
Elementary and secondary school 4,896 1,305
Higher education 1,475 454
- Public assistance and other welfare 1,555 321
Streets and highways 3,144 555
Half on auto operation expenditures (1,572) (277)
Half on total current consumption (1,572) (278)
Agriculture 367 47
Net interest b 766 123
Social insurance benefits 4,244 959
Labor 10 2
Veterans benefits 79 15
Total Federal and State ~ Local Expenditures $148,978 $83,598
Total general benefit 100,879 74,581
Total specific benefit 48,099 9,017

a, Includes expenditures for general government, postal service, civilian safety,
(police, fire, ete.), transportation. (excluding highways), commerce and finance,
health and sanitation, natural resources, public utilities, and other and
miscellancous.,

b. Uncnmployment insurance is classified as a state-local program,

c. After deduction of Federal grants-in-aid,

Sources: Tax Foundation (1967) ond U.S. Bureau of the Census, Census of Governments,1962
(1964).

.
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public goods (the percentage in the West is high since, by definition,
all federally provided public goods enter everyone's cogsumption function
in equal quantities, éo the total figure must be used to determine how
the Wéstern Region population valued these goods). Nationally, 34.61 per-
.cent of the state-local government expenditures were used for public
 goods while state-local governments in the West used 33.80 percent of
their total expeﬂditures for public goods.

| Figures 15-23 illustrate the distribution of both combined and
separate federal and state-local government expenditure benefits from
combined and separated specific and public goods. The distribution is
given by income class for the United States and the Western Region, in-
cluding the urban, rural nonfarm, and rural farm sectors of the region.
The benefits received by each income class are shown as a percent of
each class's average initial income.

Total Government Benefits. Figures 15 and 16 illustrate the

distribution of benefits from combined federal and state-local spending.
Benefits from specific plus public goods were distributed progressively
in the United States, although there was some regressiveness in the
higher income classes. Thé specific goods benefits were very progres-
sively distributed in the United States, while the public goods benefits
were quite regressively distributed.

In the Western Region, federal plus state-local expenditure
benefits frbﬁ specific plus public goods were also distributed progres-
sively, but with the benefits representing a higher percentage of ini-

tial income than they did in the United States. Specific goods benefits
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were distributed progressively and public goods benefits were regressively
distributed, also like the nation as a whole.

As in the case of the tax burden distribution, the distri@ution
of the government expenditure benefits received by the rural farm popula-
tion diverged most from the norm. Total specific plus public benefits
were distributed only slightly progressively, with regressiveness in the
higher income classes. The distribution of the specific good benefits
were more progressively distributed, but again with the lowest income
class receiving benefits valued at a lower percent of income than in the
nonfarm sectors. As was the case of the nonfarm sectors, the public good
benefits were distributed regressively. Farmers received more public
goods benefits, relative to their initial incomes, than did other popu-
lation groups.

The primary reason that the benefits received by the rural farm
population represented a higher percent of initial income is that this

- sector received the full benefit of government expenditures for agricul-
gure. Furthermore, the rural farm sector received a relatively large
share of the benefits from education and net interest payments., Finally,
the sector placed a relatively high value on public goods benefits given
the relatively high average incomes in the sector and the proportionally
large number of rural farm families in'the higher income classes (see

Table 10).

Federal Government Benefits. The distribution of benefits from

federal expenditures are given in Figures 18-20., As shown, these benefits

were distributed much the same as were combined federal and state-local

government benefits,
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Fof the United States, the combined specific and public goods
benefits were progressively distributed, but with some regressiveness
in the highef income classes. The specific benefits were also progres-
sively distributed and the public good benefits were regressively dis-
tributed (although the distribution was fairly neutral in the lower in-
come classes). The regressiveness of.the public good distribution was
the factor that caused the regressiveness in the higher income classes
in the distribution of combined specific and public goods.

The distribution of combined specific and public goods benefits
was also progressive in the Western Region, with some regressiveness in
the higher income classes caused by the regressive distribution of the
federal public gbods benefits. Specific goods benefits were progres-
siVely distributéd in the region with some regressiveness in the higher
income classes. The value of the benefits, as in the case of total
government bengfits, was a higher percentage of initial income than they
were for the nation as a whole. |

Federal expenditure benefits (total, specific good, and public
good) for the urban and rural nonfarm populations of the Western Region
were distributed very similarly to the régional distribution. The major
variance was in the distribution of public goods in the rural nonfarm
population where the distribution was fairly progressive in the lowest
income classes, although the general distribution was regressive.

The distribution of federal benefits in the rural farm popula-
tion was #gain considerably different from the benefit distributions of
the other groups. Again the benefit values represented a higher per-

centage of income for rural farm people than for the other pdpulation
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groups, except in the lower income classes. Combined specific and public
goods benefits were generally regressively distributed, the distribution
of specific goods benefits was somewhat progressive except in the.higher
income classes, and the public goods benefits were distributed éuite
régressively.

State-Local Government Benefits. The distributions of government

benefits from state-local spending are given in Figures 21-23. For the
United States, the benefits of combined Specific plus public goods were
progressively distributed as were the benefits of specific goods. The
distributioﬁ of public goods was regressive.

For the Western Region, specific plus public goods benefits were
progressively distributed and represented a higher percentage of initial
income than did state-local benefits at the national level. The distri-
bution of specific gpods benefits was also progressive, while the public
benefits were regressively distributed.

The distributions of combined benefits and specific goods bene-~
fits provided by the state-local government expenditures were also pro-
gressively distributed for the urban,.rural nonfarm, and rural farm popu-
lations of the Western Region. The public goods benefit distriﬁutions
were all regressive for the same populations. As before, the benefits
received by the rural farm population were valued at a higher percentage‘
of initial income, except for the lowest income class, than they were by

the other populations.
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Alternative B

The "High Total Quantity of Public Goods'" expands the number of
governmentvexpenditures that are considered to provide public benefits.
The Expenditures which are included in this classification are assumed to
have important external effects (i.e., the goods and serviceé are assumed
to enter everyone's consumption function in equal amounts)., Table 14
itemizes the expenditures that are classified as public goods expendi-
tures and the amounts of the expenditures in the United States and Western
Region in 1961 by the federal and state-local governments. These expen-
diture benefits must then be allocated to the various.population groups
and among income classes (the actual allocations are shown in Appendix
Tables B.5.a. to B.5.d.).

Under this expanded classification, public goods expenditures in-
creased from 62.03 to 67.74 percent of total federal government expendi-
tures in the United States and from 90.72 to 92.68 percent of total
federal expenditures in the Westem Region. At the state-local level,
government expenditures for public goods in the nation as a whole in-

- creased from 34,61 to 67.66 percent of total expenditureé and from 33.80
to 68.71 percent of total éxpenditures in the Western Region. Such in-
creased public good expend?tures has a pronounced effect on the distri-
bution of government expenditure benefits, and, as will be seen, on the
post-fiscal income distributions. The distribution of government expen-
diture benefits under Alternative B can be seen in Appendix Tables A.4.

to A.6. TFigures depicting these tables are used in the following

sections.



Table 14. Government Expenditure Amounts to be Allocated by Income
Class, United States and Western Region, 1961, Alternative
B (millions of dollars).

United . Western
States Region
Federal, Total: $97,842 $66,902
General Benefit, Total : 60,694 60,694
National defense and international affairs 51,426 51,426
Other general benefits® 9,268 9,268
Specific Benefit, Total 37,148 6,208
Elementary and secondary education 305 51
Higher education 211 34
Public assistance and other welfare 2,862 568
Labor and manpower 595 100
Veterans benefits 6,143 1,141
Highways 2,738 505
_ - Half on auto operation expenditures (1,369) (262)
Half on total current consumption (1,369) ’ (243)
Net interest i 6,366 1,182
Agriculture b ’ 3,980 ) 513
Social insurance benefits 13,948 2,112
State - Local, Total® $51,136 $12,083
General Benefit, Total 17,696 4,084
Specific Benefit, Total 33,440 - 7,999
-Elementary and secondary education 16,321 4,350
Higher education : 2,951 908
Public assistance and other welfare 2,222 459
Labor and manpower -10 2
Veterans benefits 113 21
Highway expenditures : 6,289 1,110
Half on auto operation expenditures - (3,144) (555)
“Half on total current consumption (3,145) (555)
Net interest - 766 67
Agriculture b 524 123
Social insurance benefits’ - by244 959
Total Federal and State-Local Expenditures $148,978 $78,985
Total general benefit 78,390 64,778
Total specific benefit R 70,588 14,207

a. Includes expenditures for general government, postal service, civilian safety
(police, fire, etc.), transportation (excluding highways), commerce and finance,
health and sanitation, natural resources, public utilities, and other and
miscellaneous.

b. Unemployment insurance is classified as a state-local program.

c. after deduction of Federal grants-in-aid.

Sources: Tax Foundation (1967), Table B-7, p.45; and U.S. Bureau of the Census,
Census of Governments, 1962 (1964).
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Total Government Benefits, The distribution of benefits from

combined federal and state~local spending are depicted in Figures 24
through 26, Combined specific and public goods benefits were gengrally
distributed progressively in the United States in 1961, but were regres-
sively distributea in the higher income classes. Specific good benefits
were also distributed progressively, while the benefits from public goods
were regressively distributed. However, the value of total benefits, in
relation to initial income, was higher in the low income classes and
lower in the high incomes compared to Alternative A. Specific goods
benefits were valued lower and the public goods benefits were valued
considerably higher than in Alternative A.
| In the Western Region, combined benéfits_were generally distrib-
uted progressively; with regressiveness in the higher income brackets.
The specific goods benefits Qere also generally progressively distributed
with the distribution becoming neutral in the high income levels. A
. regressive distribution was found for the public goods benefits. As was
the case for the United States, the benefits in relation to initial in-
come were lower in the lower income brackets and higher in the upper
income brackets when all benefits were considered. They were generally
lower for the specific goods benefits and considerably higher for public
goods benefits when compared with Alternative A.. This relation also holds
for the urban and rural sectors of the region.

As und’ér Alternative A, the distribution of combined and separate
bengfits of specific and public goods for the urban and rural nonfarm

populations were quite similar to the distributions for the entire region.



1804 \
P "?\
p’
1204 '-\
\ G
\ \
1104 .\ \
100 4 3
us.
West
w . Urbon West
S Rural Nonfarm West
%) Rurol Form West
£ 40
£
=
4
- 704
e
O
-
g E
&0
g
-
50
40 -
.
30
0ds
1] T 4 T 1] 14 T L Y ]
Under 2,000+ 3,000+ 4,000+ $.000+ 8.000° 7,500+ 10.000+
2,000 2,999 3999 4,999 3999 7,499 9,999 . 14,999 15,000

INCOME ({dollars)

Figure 24. ‘Distribution of All Government Expenditure Benefits by Income Class, United States and

Western

Region, 1961, Alternative B.

Source: Appendix Table A.4.

00T



160 4
\
150;; &
100 4
.
L)
.\‘ \
90 4 \ \‘
3\ .
A\
Y w0 3\
o 3 —_—
v} -}\ \ Us.
Zz '_\ s - West
2 71 .\\ i ssevess  Urbon West
= A \ s——see=—= Rural Nonform - West
z } . e——e—=s  Rural Farm West
5 % k
Lol '\
z
g
v 509
ot
W
Qe
40
304
20 o
10 4
° L L § | L ] L L ¥ L L ]
Under 2,000- 3,000~ 4,000+ 5,000+ 4,000+ 7,500« 10000~ Over
2,000 2,999 3999 4999 3999 7499 9,999 14999 15,000

INCOME (dollors)

Figure 25. Distribution of Government Expenditure Benefits from Specific Goods by Income Class, United

Source:

States and Western Region, 1961, Alternative B,
Appendix Table A.5.

101



asq /

404 . /7
e /
334 ———— West ) . -
sresscee Urbon West ./
\g e==eee—  Rural Nonfarm: West ’ /
(o] ——+=—*  Rural Farm Wes! / P
be S
4
= 304
-l
<
=
z
L nd
o
- 239
4
w
¢}
of
ld
(-5
204
15+
104,
)
o ¥ T 1§ L] T Y T 4 ]
Under 2,000 3,000 4,000- 5,000 6,000~ 7,500 10,000~ Over
2,000 2,999 3999 4,999 5,999 7499 9,999 14,999 15,000

INCOME (dollars)

Figure 26. Distribution of Government Expenditure Benefits from Public Goods by Income Class, United
States and Western Region, 1961, Alternative B.

Source: Appendix Table A.6.

(408



103

For the rural farm population, benefits from federal plus state-
local spending were generally distributed regressively; with some pro-
gressiveness in the two lowest income classes. The benefits from spe-
cific goods were progressive in the low income classes and regressive in
the highest income classes. Public goods benefits were distribute&
regressively. As was the case in Alternative A, the ratios of benefits
to initial income were generally higher for the rural farm population,

again with the exception of the lowest income class.

Federal Government Benefits. The distribution of benefits from
federal expenditures are given in Figures 27 through 29. Combined
specific and public benefits were progressively distributed in the United
States in 1961, with some regressiveness in the higher income classes.
Federal specific goods benefits were also progressively distributed, and
the public goods benefits were distributed regressively. Compared to
the distributions for the United States under Alternative A, the total
and specific goods benefits were lower for the low income groups and
higher for the higher income groups, while the benefits from public
goods expenditures were higher for all income classes.

The distributions of federal benefits were nearly the same in the
Western Region, including the urban and rural nonfarm population, as they
were in the United States. In the highest and lowest income classes the
benefits were genefally higher in relation to initial income than they
were nationally., Compared to Alternative A, the total benefits and
specific g&ods benefits were lower in the low income classes and higher

for the high incomes under Alternative B. The benefits from public goods
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were generally higher in the Western Region than in the nation as a whole
under Alternative B,

For the rural farm population, the combined benefits of specific
and public goods were generally distributed regressively except for the
lower income classes. The specific goods benefits were distributed
slightly progressively, being nearly neutral for mid and upper income
families. “As in the United States and the region, the distribution‘of
public goods benefits was regressive. Like Alternative A, the benefits
"to income ratios were higher .-for the rural farm population than they
were for the other populations, with the exception of the lowest income
class., Compared to Alternative A, the total federal benefits received
by the gural farm population were lower, as were the federal specific and
public gqods benefits (except for the highest income classes). The total
benefits were generally lower primarily because portions of government
expenditures for agriculture, education, and net interest were classified
as public goods. The reclassification of these expenditure items as
?ublic goods reduced isgnificantly the specific goods benefits received
by the rural farm sectors, and thus lowered the value placed on public

goods benefits.

State-Local Government Benefits., The distribution of benefits

from state-local government expenditures are shown in Figures 30 through
32. Combined specific plus public goods benefits were distributed pro-
gressively, with some regressiveness in the higher incomes, in fhe United
States in 1961. The specific goods benefits were also progressively
distributed, but the benefits from public goods were distributed regres-

sively causing the regressiveness in the higher incomes for total

.
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benefits. The level of all types of benefits under Alternative B were
lower than under Alternative A, with the exceptions of the total and
public goods benefits at the higher incomes.

In the Western Region, total and specific goods benefits from
state-local government expenditures were distributed much as they were
in the nation as a whole, but represented a higher percent of initial
income, especially in thé lower income classes. Public goods benefits
were regressivelyidistributed in general, although the distribution was
neutral in the lowest income classes. In the Western.Region,,as in the
United States, specific goods benefits geﬁerally represented a lower per-
centage of initial income when a high quantity of public goods was pro-

vided than in the case of a low quantity of public goods provision (Al-
| ternative A). Again, the combined benefits and public goods benefits
represented'a higher percentage of initial income for the highest income
classes under.Alternative B.

Total, specific goods aﬂd public goods benefits weré distributed
almost identically in the urban population as they were for the region.
Total and specific goods benefits were progressively distributed and the
public goods benefits were distributed regressively causing some regres-
siveness at the higher incomes in the distribution of total benefits.

For the rural nonfarm population, the distribution of total bene-
fits was much more progressive in the lowest incomes, but otherwise was
very close to the Western Region's distribution. This was also the case
for the distribution of specific goods benefits. Public goods benefits
were generally regressively distributed although there was a relatively

high degree of progressiveness in the lowest income classes.
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Totalibenefits were distributed in a fairly neutral mannér for
the rural farm population, and the distribution of specific goods bene-
fits was progressive but less so than for the other population groups.
The distribution of public goods benefits, however, were much more pro-
gressively distributed and generally the public goods benefits repre-
sented a much higher percentage'of initial income than in the other
groups. Compared to Alternative A, the distribution of combined specific
and public goods benefits was less progressive under Alternative B be-
cause of the higher quantity of public goods provided, which are allo-
cated to iﬁcome classes proportional to each class's ﬁarginal utility
of income., Compared to Alternative A, proportionally more of the public

goods benefits accrue to the higher income classes under Alternative B.

Distribution of Redistributive Taxes

Redistributive taxes are those taxes that are levied on families
and persons for the sole purpose of redistributing income. The burden
of this tax is determined by subtracting the income value of government
expenditure benefits received from the taxes paid for the provision of
benefits. The redistributive tax can be either a neéative or positive
sum; 1if negative, it indicates that the income value.of the benefits re-
ceived was greater than the taxes paid and that the family, person, or
income class received an income transfer (redistributive tax) equal to
the difference of the two amounts. If the tax is positive, it indicates
that the taxes pald were greater than the value of the benefits received

and that a redistributive tax was paid equal to the difference in the two
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amounts, thus redistribuﬁing income from the family, person, or income

class,

Alternative A

Table 15 shows the average redistributive taxes pald or received
by each income class in the United States and the Western Region under
Alternative A, Figuies 33-35 1llustrate the distribution of fedistribu—
tive taxes as a percent of initial income with a breakdown for combined
and separate federal and state-local spending and taxing.

All Government Redistributive Taxes. Figure illustrates the net

redistributive effect of combined federal and state-local fiscal activity.
Redistributive taxes were progressively distributed in the United States
in 1961, with those families whose initial income was under $4,000 re-
ceiving, on average, $700 in redistributive taxes. The highest income
class paid taxes for'the redistribution of income valued at $4,137 or

9.3 percent of its initial income. The average family in the United
States received redistributive benefits of $76, indicating that in 1961
total benefits from government expenditures were greater than the taxes
éollected to pay for the expenditures.

In the Western Region, the redistribution was also progressive,
although the $10,000-14,999 income group received redistributive pay-
ments., Families with incomes less than $4,000 received redistributive
taxes averaging $765. The average family in the region gaiﬁed from
government fiscal activity by $273, meaning that there was a transfer

of income into the region as a result of the fiscal activity.



Table 15. Digtribution of Redistributive Taxes, United States and Western Region, 1961, Alternative

.

Incoze Class (Money income after personal taxes)

Under $2,000~ $3,000~ $4,000-  $5,000- $6,000~ $7,500- $10,000- Over Average
$2,000° $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
United States, Total $=117 $~-861 §=451 $-29 - N $220 $261 $288 $4,137 $-76
Percent of Initial Inccae -74.28 -30.74 -9.65 =0.44 0.85 2.17 1.94 1.48 9.30 -0.89
Federal =597 -676 -390 =17 65 175 189 308 4,334 =37
Percent of Initial Incoze -57.07 -24,13 -8,34 -0,25 0.78 1.72 1.40 1.58 9.73 -0.43
State - Local -180 -182 =59 -10 13 48 75 -17 -185 -39
Percent of Initial Income -17.20 -6.49 -1,26 +=0,15 0.15 . 0,47 0.55 -0.08 -0.41 ~0.45
Western Region, Total $=954 $-1,047 $=341 $=441 $-554 $117 $58 $-325 $ 2,738 $=-273
Percent of Initial Incore -85.86 ~39.56 -7.19 -6.81 -6.82 1.09 0.42 -1.73 7.50 -2.89
Federal -668 ~752 -241 -190 =239 235 185 92 2,867 =55
Percent of Initial Income ~60,12 - =28.42 =-5.08 -2.93 ~2,94 2,19 1.34 0.49 7.85 ~-0.58
State - local ~285 =296 -171 - =250 =315 -118 -127 =415 ~129 =219
Percent of Initial Income =25.65 -11,18 ~3.60 -3.86 -3.88 -1.10 -0.92 =-2,22 -0.35 -2.31
CUrban Sector, West, Total $-899 $-984 $=346 §-243 $-385 $=-77 . $294 $-97 $3,931 $-114
Percent of Initial Income <80.05 =37.77 «=7.50 -3.75 -4.82 -0,73 2,13 -0,51 10.33 -1.17
Federal -662 ~685 =250 =110 =127 223 346 252 3,817 52
Percent of Initial Income -58.94 =26,29 -5.42 ~1.70 -1.59 2,12 2,51 1.33 10.03 0.53
State = Local =236 =299 -96 =133 =259 -101 -51 =349 116 =165
Perceat of Initial Incoze -21.01 =-11.47 =-2,08 -2.05 =3.24 -0.96 -0,37 -1.84 0.30 -1.70
Rural Nonfarm Sector,West,Total $=1,186 . $-1,032 $-232 $-714 $-642 $894 $13 $=-581 $1.007 $-364
Perceat of Initial Income ~166,57 -41,83 -4,58 -11.81 -8.12 -7.71 0.09 -3.09 2.54 4,41
Federal =752 -857 -64 ~267 =219 725 160 -85 1,711 -78
Percent of Initial Income -105.61 -34.73 -1.26 =4,41 -2.77 6.25 1.20 ~0,45 4.32 ~0.94
State = Local =433 =175 =169 448 423 ~101 =147 =496 =704 -286
Percent of Initial Income =-60.81 -7.09 -3.34 ~7.41 -5.35 .. =0.87 -1.10 -2,63 -1.78 -3,46
Rural Farn Scetor, West, Total $=411 $=1,746 $-1,532 §-2,205 $-2,964 §-3,449 $-4,615 $-9,245 $-13,866  §-3,503
Percent of Initial Income =-19.68 -52.86 -25.53 -28.72 ~36.64 -33.81 ~36.43 -56.10 -39.50 =37.44
Federal =309 -1,218 =952 -1,118 -1,936 -2,392 =3,404 -5,437 -10,278 =2,465%
Percent of Initial Income -14.79 -36.87 ~15.86 -14,56 -23.93 =23.45 -26.87 =-39.06 =29,28 =26.34%
State = Local =101 =528 =579 -1,086 -1,024 -1,054 -1,207 -2,800 -3,572 -1,034
Percent of Initial Income -4,83 -15.98 =9.65 -14,14 -12.65 ~10.33 -9,52 ~16.99 -10.17 -11,05

a. A negative figure indicates a redistributive transfer to that incoze clsass,
A positlve figure indicates a redistributive tronsfer from that incoxme class,

Sources: Tax Foundation (1967), Maital (1973), and Appendix Tables B.G6. & - e.
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The urban pOpulati;n also gained on the average from the fiscal
activity benefitting by $114. All income classes, except two, received
rediétributive tax benefits and the redistribution was generally
progressive,

The rural nonfarm population also benefitted, and the av;rage
family received benefits value@ at $364, Tﬁe fedistribution was gen-
erally progressive, with some regressiveness in the higher income
classes, Families with incomes less than $4,000 received, on average,
$847 in redistributive taxes.

All income classes of the rural farm population benefitted from
fiscal activity, but the distribution among the population was slightly
regressive, with the two highest classes recelving benefits valued at
56.10 and 39.50 percent of initial income. The average benefit was
$3,503, although the six lowest income classes received an average of
less than this amount.,

Federal deernment Redistributive Taxes. The redistributive

effect of federal fiscal activity is shown in Figure 34. The fiscal
actlvity of the federal government helped redistribute income in favor
of the lower income classes of the United States. The value of the re-
distributive tax benefits averaged $37 and the distribution of the
redistributive tax was progressive. Families with initial incomes less
than $4,000 received $556 in redistributive taxes. '
Families were generally better off in the Western Region, with
the average family receiving redistributive benefits of $55. The dis-
tribution was progressive, and those with incomes of less than $4,000

received redistributive taxes averaging $542.
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Redistributive taxes were progressively distributed'in the urban
population. Families with initial incomes of less than $4,000 received
Benefits of $518, and the average benefit for the population was §52.

The redistribution of income in the rural nonfarm popula;ion was
generally progressive and benefitted the lower income classes with fami-
lies with initial incomes of $4,000 or less receiving, on average, $567
in redistributive taxes.

Income was redistributed in favor of all income classes in the
rural farm population as a result of federal government fiscal'policy in
1961, However, it was the higher classes that generally benefitted the
most. Thus, for example, families with initial income of $4,000 or less
received on average $729 in redistributive taxes, while families with
initial incomes greater than $15,000 received $10,278 in redistributive

taxes.,

State-Local Covernment Redistributive Taxes.' The redistributive

' taxes at the state~local level were generally progressive in the United
States and the Western Region, generally redistributing income in favor
of the lower income classes. However, the degree of progressivity was
much less than at the federal level. In the Western Region, reéardless
of place of residence (urban, rural nonfarm, or rural farm), all income
classes benefitted as a result of tﬁe fiscal activity.

In the rural farm population, the distribution of the benefits

was again slightly regressive.
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Alternative B

Alternative B assumes that a laiger share of total government
expenditures are for public (vs. specific) goods. Under this assumption
it will be shown that redistributive taxes become less progressive than
“under Alternative A. Table 16 shows which i;come classes and population
groups received the benefits or bore the burden of the redistributive
taxes for the various levels of government fiscal activity. Figures
36-38 illustrate the distribution of the benefits and burdens of the tax
(shown as a percent of initial income). The negative figures indicate a
redistributive tax~benefit and the positive figures show which income
classes paid redistributive taxes.

Total Government Redistributive Taxes. The distribution of the

redistributive taxes of all governments in the United States was pro-
g¥essive. Families with incomes above $4,000 generally paid the tax,
transferring income to the lower claéses, with the exception of the
$10,000-14,999 income class wﬁich received benefits.v On the average, a
family in the United States received $77 of redistributive benefits as
a result of governmental fiscal activity.

Redistributive taxes in the Western Region were also progres-—
sively distributed and the distribution was moreprogressive than in the
nation as a whole. Generally, families with income of less than $6,000
received redistributive behefits, again with the exception of the
$10,000-14,999 income class. The average family in the region received

$123 of redistributive benefits, indicating a transfer of income into

the region.



Table 16. Distribution of Redistributive Taxes, United States and Western Region, 1961, Alternative B.

Income Class (Money income after personal taxes)

Under .  §2,000- $3,000- $4,000-  $5,000~ $6,000~ $7,500- $10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Caited States, Total $-546 $=-589 §-221 $154 6198 $268 §47 $-367 $1,240 $=77
Percent of Initial Income =52.20 =21.03 -4.73 2.35 2.38 2.64 0.35 -1.89 2.79 -0.90
Federal -486 ~556 ~294 31 89 172 96 79 3,354 =37
Percent of Initial Income ~46,46 ~-19.85 -6.29 0.47 1.06 1.69 0.71 0.40 7.53 =-0.43
State = Local -60 -29 73 -320 110 97 =48 =445 -2,118 ~40
Percent of Initial Income -5.73 -1,03 1.56 ~4,87 1.32 . 0.95 -0.35 -2,28 =4.75 ~0.46
Western Region, Total $-683 $=-766 $=-74 $=77 $-178 $317 $57 $=575 $1,311 . §-123
Percent of Initial Income -61.47 -28.94 ~1,56 -1,19 -2.19 2.96 0.41 -3.07 3.59 -1.30
Federal -541 -646 -159 -118 ~175 231 116 =75 2,501 -43
Percent of Initial Income -48,69 -24,41 -3.35 -1.82 =-2.15 2.15 0.84 =0,40 6.85 -0.45
State = Local . =141 =121 84 41 -3 86 -59 =499 -1,191 =79
Percent of Initial Income ~12.69 -4,57 1.77 0.63 -0,03 0.80 -0,43 -2,67 -3.26 -0.83
Urban Sector, West, Total $-689 $-695 $-89 $16 $=-52 $329 $251 $=470 $1,898 $-28
Perceat of Initial Income -61.35 -26.67 -1.92 . 0.24 =0.65 3.14 1.82 «2,48 4,98 0,28
Federal =558 =573 -174 -68 -81 216 258 25 3,016 k)8
Percent of Initial Income -49.68 ~21.99 =-3.77 -1.05 -101 2,06 1.87 0.13 7.92 0,31
State = Local =131 -121 86 84 28 111 -7 =495 -1,117 =58
Percentz of Initial Income ~-11.66 -4,64 1.86 1.29 0.35 1.05 -0.05 -2,61 -2,93 -0.59
Rural Nonfarm Sector,West,Total $-824 $-889 $46 $~189 §-158 $1,079 $=4 $-346 $=-75 §$-106
Percent of Initial Income ~-157.30 ~36.03 0.90 ~3.12 =-2,00 9.31 -0.03 -1,84 -0.18 ~1,28
Federal ~579 ~769 1 =167 -157 698 44 =27 1,699 -39
Percent of Initial Incone =-81.32 -32.26 0.01 -2,76 -1.98 6.02 0.33 -0.14 4,29 -0.47
.State -~ Local =245 =94 44 =24 111 -48 -320 =-1,775 -67
Percent of Initial Incoze =34,41 -3.81 0.86 ~0.39 0.95 -0.36 -1.70 4,48 -0.81
Rural Farm Sector,West,Total $1 $-1,182 $=710 $ -978 $-1,814 $=2,344 $-3,767 $-7,672 $-12,389 $-2,575
Percent of Initial Incoze 0.04 -35.78 -11.83 =-12.73 ~22,42 -22.98 -29.73 =46,55 -35.29 -27.52
Federal -149 ~954 -567 -604 -1,419 -1,832 -2,772 =5,371 -8,040 -1,982
Percent of Initial Income ~7.13 ~28.38 -9.45 ~7,86 -17.54 -17.96 -21.88 =32.,59 =-22.90 -21.18
State-Local 150 -229 ~143 =375 -394 =513 -995 -2,301 =4,349 -688
Perceat of Initfial Incoze 7.18 -6.93 -2.38 -4.88 -4.87 =-5.02 -7.85 -13.96 =-12,39 =7.35

a. A negative figure indicates a redistributive transfer to that income class.
A positive figure indicates a redistributive transfer from that income class.

Sources: Tax Foundation (1967), Maital (1973), and Appendix Tables 8.6.2 - e.
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Figure 36.
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Figure 37.

.Source:

INCOME  (dollars)

0 Under 2,000~ 3,000- 4,000+ $.000- 6,000+ 7,500+
2,0c0 2,999 3,999 4,999 5,999 7.499 %999
7~ ~..
Al Jetnd SN TP
(-] - TS
. :/, -
-104
\-~._.\~

-204 \‘\.
w
% AN
O N
V]
Z
o  *304
<
=
z
U
o 404
t
r4
v]
4 [
& / us.

504 ¢ / —— - West

S eeeeeas Urbon West
=l
/ ~——seem=  Rural Nonfarm. West
! =——c e Rural Form West
w ’
’
.
*70 4 /'l
’
J
*80 4 / -~

10,000+ Over
1,999 15,000
"' -
z—"
P

Federal Government Redistributive Taxes as Percent of Initial Income, United States

Western Region, 1961, Alternative B,

Table 16,

and

€CT



Figure 38,

Source:
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The distribution of the benefits and burdens of redistributive
taxes in the urban population was almost identical to that of the region
as a whole, The distribution, however, was slightly more progressive in
the lower incomes and more ¥egreésive in the middle incomes.

For the rural nonfarm population, the distribution was generally
progressive, with some regressiveness, particularly in the higher income
brackets. On the average, a rural nonfarm family received $106 of re-
distributive benefits.

Redistributive tax burdens and benefits were generally regressive
for the rural farm population. Although the average family received
$2,575 of ?ransfers, the lowest income class familieé paid an average
tax of one dollar. |

In comparison to Alternative A, redistributive taxes were less
progressively distributed under Alternative B for all population groups.
Under Alternative A, families in the West receiving less than $4,000 in
initial income received $765 in redistributive taxes, while under Al-
ternative B these families received $493 in redistributive taxes. Fami-
lies with initial incomes greater than $15,000 received $2,738 in re-
distributive taxes under Alternative A, and $1;311 under B. For the farm
population, the assumﬁtions of Alternative B vs. A was especially sig-
.nificant. Farm families with initial incomes less than $4,000 received
$1,077 and $510 in redistributive taxes under A and B, respectively.

Farm families with initial income greater than $15,000 received redis-

tributive taxes of $13,866 and $12,389 given Alternatives A and B,

-respectively,
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Federal Government Redistributive Taxes. The federal redistribu-

tive taxes were generally progressively distributed in the United‘States,A
with some regressiveness in the upper income classes. The average
family received benefits from federal fiscal activity of $37.

In the Western Region, the distribution was more progressive in
the lower incomes than was the case for the United States, and the total
distribution was generally progressive. The average family received $43
of transfers, indicating an income transfer into the region.

The urban population, on the average, transferred income to other
groups as a result of federal fiscal policy. The distribution of the
redistributive tax was generally progressive, with families with incomes
of less than $6,000 receiving benefits.,

Redistributive taxes at the federal level were generally pro-
gressively distributed among the rural nonfarm population. However, the
.$10,000-14,999 income class received benefits averaging $27.

Among the rural farm population, the redistributive taxes were
" generally regressively distributed. As a result of federal fiscal ac-
tivity, the average farm family received $1,982 in benefits, ranging from

$149 for the lowest income class to $8,040 for the highest income

bracket.

I

State-Local Government Redistributive Taxes. Redistributive

taxes resulting from state-local fiscal activity in the United States
in 1961 were generally distributed regressively. The three highest

“income classes received benefits, and the middle income classes bore

the burden of the tax.
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This was also the case in the Western Region, where the middle
income classes generally bore the net tax burden. Here again the three
highest income classes received benefits so that the overall distribution
was regressive, although it was progressive in the lower incomes.

The redistributive tax resulting from state-local fiscal policy
was distributed among the urban population in a manner almost identical
to the region as a whole. The middle incomes again bore the burden and
the higher income classes received benefits.

In the rural nonfarm population, the distribution of redistribu-
tive taxes was similar to those of the United States and Western Region.
The average family received benefits of $67, withvthe higher income
classes receiving benéfits. Interestingly, the $5,000-5,999 income
class, on the average, paid taxes which exactly equaled the benefits
received from state-local governments,

The redistributive taxes were distributed very regressively
among rural farm families. The lowest income class pald taxes of $150
in excess of the benefits received while the highest income class re-~

celved net benefits (after taxes) averaging $4,349,.

Post—-fiscal Income Distribution

The previous discussion of the redistributive tax and its
distribution has provided an indication of how government fiscal activity
in the United States and the Western Region redistributed income in 1961.
An alternative way to view the net redistributive effect of fiscal policy
is to compare the post-fiscal distribution of income with the initial in-

come distribution. This comparison is made here using Lorenze Curves.
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For brevity and illustrative purposes, only the distributions for com-
bined federal and state-local fiscal activity is given, The distribu-
tions resulting from the separate federal and state-local fiscal activ-

ities may be found in Appendix Tables A.7 and A.S8.

Alternative A

Figure 39 illustrates, by the use of Lorenz Curves, the income
distributions that resulted from the fiscal activities of the federal and
state-local governments under Alternative A, It can be seen that, like
the initial income distribution (Figure 11), the most equal distribution
occurred in the urban population of the Western Region and the most un-
equal income distribution occurred in the rural farm population.

Figure 40 illustrates the initial and post-fiscal distribution of
income in the United States in 1961l. The net result of fiscal activity
was to make incomes more equally distributed. As a result of the fiscal
activity, the three lowest income classes increased their share of total
income from 11.54 to 14.48 percent while the three highest incomé classes
had their share of total incoﬁe reduced from 48.06 to 46.26 percent.

In the Western Region, incomes also became more equally distrib-
uted as a result of government fiscal activity (Figqre 41). The lowe_st
three income classes had their share of income increased from 8.50 to
10.53 percent while the three highest income groups had their share re-
duced from 50;38 to 48.47 percent.

The incomes of urban and rural nonfarm populations of the Western
Region also became more evenly distributed as a result of fiscal policieé

(Figures 42 and 43. Among the urban population, the income shares were
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increased from 7.85 to 9.70 percent and reduced from 52,44 to 50.26 per-
cent for the three lowest and three highest income classes, respectively.
In the rural nonfarm population, the greaﬁest amount of equalizing
océurred in the lowest three income classes, where the.income share in-
creased from 10.31 to 13.26 peréent while the highest three classes had
their share reduced slightly from 41.24 to 41.14 percent.

Government fiscal activity, however, made the distribution of in-
come more unequal in the rural farm population of the Western Region
(Figure 44). Although the average income of a rufal farm family in-
creased from $9,355 to $12,858 as a result of the fiscal activities, the
income share of the lowest three income classes dropped from 14.7i to
14,00 percent while the share enjoyed by the three highest income classes
increased from 52,92 to 54,73 percent. Thus, while low income families
may have been made better off absolutely because of governmental fiscal

activity, relatively they were made worse off.

Alternative B

The distributions of income that resulted from Alternative B are
shown i? Figure 45, 1t c#n be seen that the most equal income distribu-
tion was enjoyed by the urban population of the Western Region while the
most unequal_ distribution occurred in tﬁe rural farm population of tﬁe
region. As was the case in Alternative A, the distributions fof the
Western Region and its urban and rural nonfarm populations were more
equal than the income distribution for the United States as a whole.

The average incomes that resulted from government fiscal activity

under Alternative B are shown in Appendix Table A.8. Average incomes for
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the United States and the Western Regioh were raised as a result of the
éiscal policies in 1961, but by a lower amount under Alternative B than
Alternative A, .

Nationally, Alternative B provided a more equal distribution of
income than would have occurred in the absence of the fiscal activity
(Figure 46), but not as equal as was provided under Alternative A. Under
Alternative B, the three lowest income classes increased their share of
total income to 13.44 percent and the highest three income classes had
their share reduced to only 47.82 percent (over one and a half percentage
points above their share under Alternative A).

In the Western Region, incomes were also more equélly distributed
under Alternative B than in the case of the initial income distribution,
but'were less equal than Alternative A (Figure 47). The income share of
the three lowest income classes increased from 8.50 to 9,88 percent and
the share enjoyed by the highest three classes was reduced from 50.38
to 49.86 percent. |

The urban and rural nonfarm income distributions were also more
equally distributed as a result of fiscal activity (Figures 48 and 49).
But as in the previous two cases, the degree of equality was less than
in Alternative A, The lowest three income classes had the income shares
they enjoyed raised to 9.13 and 12,56 percent, and reduced to 51.90 and
41,14 percent for the three highest income classes, respectively, for
the urban and rural nonfarm populations of the region.

| As was the result under Alternative A, the post-fiscal income
distribution of the rural farm population under Alternative B becane

more unequal (Figure 50). And, in fact, the distribution of income under
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' Alternative B was more unequal than under the previous alternative. The"
three lowest income classes had their income share reduced from 14.71 to
13.20 percent while the income share was increased to 56.45 from 52.92

percent for the highest three income brackets.



CHAPTER V
CONCLUSIONS

This study has determined the distributions of the federal and
state-local tax burdens and benefits of government expenditures in the'
United States, the Western Region, and urban, rural nonfarm, and rural
farm sectors of the West in 1961, Furthermore, the net effects of these
government fiscal activities on income distribution have been determined
for each population group. This Chapter summarizes the theory and
limitations, makes suggestions for future research, summarizes the

findings, and draws policy implications from the empirical results,

Summary of the Theory

Government expenditures for goods and services are usually clas-
sified into two groups: specific (or private) goods‘and public (or
social) goods. Specific goods are those goods which are perfectly
divisible among consumers such that one person's consumption excludes
the consumption of that good by another. The individual would there-
fore be willing to reveal his preferences for specific goods and the
prices that he would be willing to pay for the goods. The researcher
may assume that the value to taxpayers of the specific goods they receive
from government is equal to the cost of providing the goods and the only

problem is to empirically determine the recipients of government-provided

speclfic goods.
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Publicigoods, however, have the attribute that they are consumed:
equally by all ;egardless of individual preferences for them. The tax-
payer then does not voluntarily reveal his preferences for public goods
in the hope of being charged less than he would actually be willing to
pay. The problem faced by researchers has been to determine fhe value
that taxpayers place on publically provided public goods. In the past,
this value to different income classes has been estimated, but these
estimates were based on arbitrary assumptions and weak economic theory.

Recent additions to the theory df public finance have made it
-possibie to empirically estimate the income value (or benefits) of public
éoods to income classes. McGuire and Aaron (1969) provided the theoret-
ical foundation for making these empirical estimates in both their 1969
and 1970 articles (Aaron and McGuire, 1970). They argued that the valuel
of the benefits of government expenditures for public goods should be
imputed to income classes proportional to the reciprocal of the marginal
utility of income of each class., McGuire and Aaron were unable, however,
to provide a clear indication of the share of the marginal utility func-
tion. This.failure was later alleviated by Maital (1973) who was able
to define the shape of the marginal utility function and thus enable the

" precise allocation of the benefits from government provided public goods.

These theoretical-empirical advances were employed in the present study.

Limitations of the Study

There are several limitations to this study which should be made

explicit and will be discussed in this section. These limitations fall
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into three general categories: the data used, the assumptions of the

analysis, and the methods of allocation.

Data

The use of 1961 &ata has the disadvgntage of making the study
less than timely, yet it has the distinct advantage of being the only
data currently available. The disadvantage of the timeliness of the
data may not be that great, however. In a study of the distribution of
the tax‘burden done for the Brookings Institution in 1974, Peckman and
Okner used 1966 data and argued that, " . . . it is the authors' opinion
that the general pattern of tax burdens in a more recent year would not
be very differént from that shown in this study for 1966" (Peckman and
Okner, 1974, p. viii). So far as this holds true for the distribution
of expenditure benefits, the results of this study are more relevant than
might otherwise be concluded; Furthermore, this will provide a benchmark
with which the results of similar studies using more recent data can be
compared. . ’

Estimates were made of the amounts that governments collected
from tax revenues and spent on public and private goods in the Western
Region. These estimates were used because of the uhavailability of the
actual amounts, in detail, that were spent and collected in the region on
an urban-rural breakdown. Obviously,.if this detailed data were avail-
able and tabulated in a consistent manner, its use would provide addi-

tional credence to the estimates,
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Assumptions

Several assumptions were made by Aaron and McGuire (1970) in
their methodology for determining the value to taxpayers, in terms of
income, of the benefits they derive from government expenditures for
public goods. These assumptions are necessary to simplify the method,.
but, unfortunately, reality is compromised. The assumptions are:?

1. All utility functions are identical., This greatly simplifies
the method but is of questionable validity. However, by representing all »
families in each income class by the average level of income and expendi-
tufe mix for that class, the assumption becomes less questionable since
we are concerned with the "average" utility functions for each class,
Furthermore, the research reported by Maital (1973) adds credence to the
assumption since he reported three separate estimates of the inverse of
the elasticity of substitution between public and private goods and the
three estimates were nearly identical.

2. The marginal cost of public goods equals the averége cost at
the amount supplied. This assumption of constant cost of production
simplifies the analysis and the determination of marginal cost per unit.

3. The actual output of public and private goods is allocatively
efficient, so that the marginal cost equals the sum of the marginal rates
of substitution, This assumption and that of constant costs allow the
value of output at factor cost to equal the different valuations placed

on the output by families, thus equating total cost and total value (or
| total benefits) of the output. This assumption is also used to simplify
the gnalysis and could be dropped, but then it must be decided how to

value the output: at factor cost or by the subjective valuations of the
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families. However, by assuming that expenditures produce benefits of
equal value implicitly assumes that the quality of the goods or services
'from which the benefits are derived are of equal quality. For example,
it implies that edual amounts spent on goods or services in urban and
rural areas provide goods or services of the same quality. In the cases
of education and health services, this assumption is questionable and it
seems reasonable that this assumptioh has léd to overestimates in some
cases and underestimates of the values placed on these goods or services

in other cases,

Allocations

The methods of allocation were discussed in Chapter III of this
study. There was mention of the reliabi;iéy of the various allocation
methods at that time, so only general comments will be made here.

Much research has been done on the incidence of tax burdens in
the United States, and it is felt that the methods of allocation used
‘here are quite reliable given the pﬁrpose and broad scope of the study.

Much less research has been conducted on the incidence of the
benefits derived from government expenditures. Some of the assumptions
made regarding the incidence are therefore arbitrary, particularly for
the allocation of expenditure benefits befween the urban and rural sec-
tors. Elementary and secohdary education expenditures, for example, are
allocated on the basis of the number of children under eighteen years of
age. This assumes that governments spend about the same amount per child

in urban and rural areas which is questionable.
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Furthermore, the distinction of what expenditures, or what pro-
portions of expenditures, were for public goods is arbitrary. Unfortu-
nately, this arbitrariness cannot altogeﬁher be eliminated without fur- -
ther empirical evidence. In part, however, this limitation is mitigated
by a sensitivity analysis in which two different assumption; were made
about the proportion of total government expenditures attributed to pub- |
lic goods.

Any shifting of tax burdens and expenditgre benefits into and out
of fhe Western Region have been ignored in this study. Although some
estimates have been made for the exporting of state and local taxes

(McLure, 1967), little has been done for the importing of taxes and vir-

tually no research has been conducted on the transference between states
of the benefits. ;

One of the important and influentlal roles of government is that
of regulation; regulation of the behavior of citizens and groups of citi-
zens and the use of resources. This regulatory activity is financed
through the fiscal policy of government. In this study, expenditures for
regulatory purposes fell under the heading of 'general government expendi-
tures'" and were treated as a public goods expenditure. However, it is
recognized that these regulations often are not strictly public goods in
that they do not necessarily enter everyone's utility function and that
the distribution of the benefits from regulations may be quite different
from the distributions of "pure" public goods.

A further limitation of the study is that all benefits from

government expenditures are assumed to accrue in the year in which the

expenditures are made,i.e., it ignores the benefits which may accrue over
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time. For example, the benefits from a building or highway constructed
in a particular year are presumably received so long as the building or
highway is in use, and not just in the year it was built. A more realis-
tic treatment of government expenditures would recognize that some create
a flow of benefits over time while for others the benefits occur at a
point in time, 0f course, there are also benefits in any given year
resulting from government expenditures in previous years.

Related to this time element of the benefits from government ex-
penditures is the fact that many of the expenditures have a multiplier
effect. That is, government expenditures add to the incomes of a given
set éf individuals who in turn spend and increase the incomes of others
and so forth, To fully evaluate the effect on oncimes and the distribu-'
tion of incomes, these multiplier effects of government expenditures must
be considered. Conversely, taxes reduce the incomes and expenditures of
individuals, thus reducing the iﬁcome of the taxed individual as well as
the income of the person from whom the taxed individual would have pur-
chased goods or services.

Finally, the value of final goods and services provided by
government expenditures are considered in this study, but not the pay-
ments to individuéls.who produce these gocods and services. For example,
government expenditures for the construction of a building are allocated
as a public goods benefit to the entire population, although the actual
expenditures in the form of wages, etc., went to those individuals who
constructed the building. Consequently, government expenditures often

have dual benefits, the final good or service and the wages to the
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individuals providing the good or service. This dual effect was not con-

sidered in this study.

Recommendations for Further Study

The limitations of this study indicate areas for further empir-
ical research. It is important, for example, to empirically determine
the validity of the assumptions of the theory developed by Aaron and
McGuire (1970) which were used in this study. If these assumptions prove
to be unwarranted, then the results found by Maital (1973) and this study
would be questionable, as would the implications for public policy.

Substantial empirical research into which government expenditures,
or proportions thereof, are for public and specific goods is also needed.

One of the implicit purposes of this study has been to provide
a benchmark by which to compare the results of similar studies using more
recent data. The U. S, Bureau of Labor Statistics conducted 5 Survey of

Consumer Expenditures and Income in 1972-73, The results of this Survey

are scheduled to be released in late 1975 or early 1976 and would provide
the detailed data necessary for a similar study. Studies of the effects
upon income distribution of govermnment fiscal policy for a specific state
would also provide supplemental and useful information to legislators and
planners, Such studies are currently underway at The University of
Arizona.

The transfer of tax burdens and expenditure benefits between
states and regions was ignored by this study. This does not by any means
imply that such transfers are felt to be insignificant. It is believed

that such transfers can have a substantial impact upon the economies and
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income distributions of certain‘states and regions. Little research has
been conducted to determine the size of such transfers énd would un-
doubtedly prove to be a fertile area for empirical analysis.

It was mentioned that government ;egulations could have a sig-
nificant impact on local economies and income distributions. Environ-
mental regulations, for example, could have substantial detrimental
effects upon rural development plans by making them much more costly.
The redistributive effects of these types of regulations were largely
ignored in this study, but certainly need to be investigated.

Government expenditure benefits which extend beyond the year in
which the expenditures are actually made are another area for further
examination and analysis. This flow of benefits is very likely sub-
stanial and could have a significant effect upon the distribution of in-
comes defived from government expenditures.

ansiderable research has been conducted to estimate the multi-
plier effects of various investments and investment policies. This re-
search could probably be adapted quite easily to determine and analyze
beyond the initial impact, the effect of government fiscal activity upon
income distribution.

Finally, further consideration should be given to the dual bene-
fits generated'by govefnment expenditures: the benefits derived by those
who enjoy the final good or service provided and those who benefit in
terms of wages earned for producing the good or service. The inclusion
of these dual benefits would increase the level of total benefits gener-

ated by government expenditures, and would also affect the distributional

pattern,
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Summary of the Results

In the first chapter of this study five hypotheses were proposed:

(1) The tax burdens of the federal and state-local governments
are distributed progfessively for both the urban and rural sectors;

(2) The total benefits of federal and state-local government ex-
penditures are distributed progressively for the urban and rural sectors;
| (3) The benefits from government provided public goods are dis-

tributed progressively for all population sectors;

(4) The tax burdens and expenditure benefits are distributed in
favor of the rural farm and nonfarm populations; and

(5) The net effect of government fiscal activities, at all levels,
and for all population groups, is progressive, redistributing incomes
from the higher to the lower income classes.

Each of these hypotheses has been confirmed or refuted by the
findings of this study and will be discussed with the aid of Table 17,
which is a ge;eral summary of the findings. The table illustrates, in a
rough manner, the progressivity of regressivity of the distributions of
the tax burdens and expenditure benefits as a percent of initial income
on each of the population groups.

The first hypothesis was partially refuted. Tax burdens for the
federal government and for combined federal and state-~local governments
were found to follow a "U" distribution. Although the total federal and
state-~local tax burdens were progressively distributed for the higher in-
come classes, the tax rates paid by the higher income classes were lower
than the rates paild by the lowest income classes. This was a result

primarily of the reliance upon sales, excise, and property taxes for a
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Table 17. The Incidence of Tax Burdens and Expenditurg Benefits by Level

of Government and Place of Residence, 1961,
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Table 17. (continued)

a. The vertical axis of each micro-graph indicates the tax or
benefit as a percent of income, and the horizontal axis indicates the
level of income. "A" and "B" designations refer to Alternatives A and

B indicating a low and high assumption about the quantity of public
goods.,
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substantial proportion of total tax revenues. The federal tax burden,
however, was slightly progressive, reflecting a greater reliance upon
the progressive income tax. Tax burdens of state-~local governmengs were
in general regressively distributed.

The second hypothesis was also paftially refuted. Benefits from
government expenditures on combined specific and public goods also tended
to follow a "U" distribution. Exceptions to this "U" distribution weré
for the urban sector wﬁere combined federal and state-local benefits
tended to be progressively distributed and for the farm population for
which federal and combined federal and state-local benefits tended‘to be
regreséively distributed. Also, under Alternative A, the benefits from
state~local spending tended to be regressively distributed.

The benefits from specific goods tended to be progressively
distributed for all levels of government and for all population groups,
except the farm populatioﬁ. For the farm sector, spécific benefits
.illustrated up and down over income classes with no trend being
established.

The third hypotheéis was refuted. Public goods benefits weée
‘regressively distributed among income classes in all sectors and under
both Alternatives A and B. This is to be expected given that the values
of government expenditures for public goods are imputed proportionally
to the reciprocal of the marginal utility of income, and the marginal
utility of income declines as income increases. Thus, the higher incomes
would place a higher Qalue on public goods given their relatively low
marginal utility of income. Table 17 illustrates thé regressivity of

the distributions of public goods benefits. The greatest degree of
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regressiveness occufred in the rural farm population, reflecting pri-
marily the relatively large proportion of farm families in the higher
income brackets.

| The fourth hypothesis was confirmed. The distributions of
government tax burdens and expenditure benefits were favorable to the
rural population of the Western Region in 1961, particularly the rural )
farm population. It was found that, in the Western Region as a whole;
the average family received benefits valued at $273 higher than the taxes
it paid under Altemative A, representing 2.89 percent of its initial
income. For the average rural nonfarm family,.this difference of bene-
fits received over taxes paid was $364 (4.41 percent of initial income)
and for thé average farm family the amount was $3,503 (37.44 percent of
initial income). These amounts indicate that income was.transferred into
the Western Region as a result of government fiscal activity, and that a
relatively large proportion of the transfer accrued to the rural sector.
Under Alternative B{ a transfer of income also went to the region, al-
‘though the amount was lower. The primary reason why the rural sector
benefitted so highly from the fiscal activity is that tax rates were
lower for the rural population in comparison to the urban population,
while the benefits from government expenditures, unde; both alternativés,
represented a higher percentage of initial income for the rural sector.

. Finally, the fifth hypothesis was confirmed for all but the rural
farm population. It was found that the net effect of government fiscal
activity in the Western Region in 1961 was to make the distribution of
income more equal in the region as a whole and for the urban and rural

nonfarm populations. The distribution of income in the rural farm
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population, however; became more unequal as a result of the fiscal activ-
ity. Thus, for all levels of government and for all population groups
(except rural farm) the net effect of government fiscal’policy (uqder
both Alternative A and Alternative B) was generally progressive, with
some regressiveness for some income classes. For all population groups,
average incomes increased because of government fisca} activity, and it
was only in the.rural farm population that the post-fiscal income was

distributed more unequally than was initial income.

Implications for Policy

The major conclusion of this study is that, intentionally or
not, governments did redistribute income in the Western Region in 1961.
The net distribution effect, with the exception of the affect on the
rural farm population, tended to be progressive. There were, however,
both progressivé and regressive distributions of particular taxes and
benefits, these varying with the level of government fiscal activity and
the population group affected. These results can be used to indicate
policy changes to provide a greater degree of income equality if that is
a policy goal.

It was found that the federal tax burden was regressive among the
lowest income classes ahd that state-local burden was regressive at all
income levels. This would indicate that some changes in tax laws could
be made to improve the relative position bf the lower iﬁcome classes,
Specifically, more reliance upon progressive income téxes rather than
sales, . excise, and property taxes would increase income equality, par-

ticularly at the state-local level,
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A reduction in the amount of expenditures for public goods would
also tend to equalize.the distribution of income. This conclusion is
supported'by evidence indicating that public goods are generally regres-
sively distributed and that regressivity ;s increased if a higher
(Alternative B) instead of a lower (Alternative A) level of public goods
is assumed. Tﬁe findings here support those of Maital (1973).

The rural farm sector in the United States has been the recipient
of numerous special programs, especially at the federal level, designed
to improve the relative position of the farm family. Although the net
result of fiscal activity in 1961 was to increase the average income of
a rural fafm family in the Western Region, the distribution of income
became more unequal., State-local taxes were regressively distributed and
federal taxes, while fairly neutral, were regressive in the lowerAincome
classes. Specific goods benefits were distributed only slightly pro-
gressivély, but the public goods benefits were quite reéressively dis-
tributed. These findings indicate that fhe government does indeed have
an impact on the distribution of income among farm families, but the
distribution is often the opposite of expressed goals. The government
policymakers need to recognize this fact. To obtain a more equal dis-
tribution of incomes, state-local tax structures might be changed, or
fewer funds might be spent on public goods.

One of the earlier researchers into the effect of government
fiscal activities ﬁpon income distribution argued that such reéistribu—
tion " . . . may be an effective weapon for increasing the national in-
come and improving tﬁe general welfare; or it hay be a dangerous device

that will halt or reverse the growth of national income and bring about
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economic, political, and moral deterioration" (Tuckef, 1953, p. 534).
The first step is to determine where we are and to what degree and in
what direction public fiscal policy 1s redistributing income. It has |
been the purpose of this study to help take that first step in the

Western Region of the United States.



APPENDIX A

DISTRIBUTIONS OF AVERAGE BENEFITS AND
POST-~FISCAL INCOMES
The following tables present the distributions of government
expenditure benefits (total, specific, and public goods) among the in-
come classes in the United States and the Western Region, and the urban,
rural nonfarm, and rural farm sectors of the West under Alternatives A
and B, Also shown are the distributions of post-fiscal incomes by popu-
lation groups (Alternatives A and B). The amounts represent the average
amount received per family in each income class. The right-hand column
shows the amount received on the average by each population group and
indicates the transfer of income between population groups. These tables
wefe used to derive the figures presented in Chapter IV, and were in

turn derived from the tables in Appendix B.
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Table A.l. Average Government Expenditure Benefits Received per Family, by Income Class, United States
and Western Region, 1961, Alternative A.

Incoze Class (Money income after personal taxes)

Under $2,C00- $3,000- $4,000-  $5,000- $6,000- $7,500- $10,000- Over Average
- 2,000 $2,799 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000 '
United States, Total Benefits $1,253 $1,789 $1,920 $1,951 $2,330 $2,726 $3,561 $5,458 $13,180 §2,691
Percent of Initial Incoxe 119,78 63.87 41.08 29.74 27.98 26.86 26.16 28,06 29.60 31,34
Federal Benefits 821 1,176 1,259 1,195 1,444 1,717 2,350 3,756 9,697 1,769
Percent of Initial Income 78.49 41.59 26,94 18.23 17.34 16,92 17,43 19.31 21.79 20,50
State - Local Benefits 432 613 661 755 886 1,009 1,209 1,702 3,483 922
Percent of Initial Income 41.30 21.89 14,14 11.51 10.64 9.94 8.97 8.85 7.83 10.74
Western Reglion, Total Benefits $1,550 $2,013 $1,981 $2,461 $2,911 $3,069 $3,932 $6,001 $12,021 $3,249
Percent of Initial Income 140,41 76.08 41.82 38.04. 35.86 . 28,68 28.67 32.11 32.93 34.41
Federal Benefits 947 1,250 1,189 1,385 1,635 1,751 2,391 3,795 8,597 1,919
Parcent of Initial Income 85.24 47,24 25,10 21,41 20,14 16,36 17.44 . 20.31 23.55 20.32
State - Local Benefits 612 764 ° 791 1,075 1,276 1,318 1,541 2,204 3,424 1,281
Percent of Inftial Incoze 55.08 28,87 16.70 16.62 15.72 12,32 11.24 11.79 9.38 13.57
Urban Sector, West, Total Benefits. 51,501 $1,954 $1,956° $2,294 §2,783 $2,978 $3,804 $5,858 $11,114 $3,189
Percent of Initial Incore 133,66 75.01 42,41 35.49 34.85 28.43 27.66 30.97 29.21 32.87
Federal Lenefits 938 1,192 1,166 1,332 1,564 1,681 2,315 3,709 7,829 1,993
Percent of Initial Income 83.53 45,76 25,28 20.61 19.59 16,05 16.83 19.61 20,58 20,54
State = Local Eenefits 562 763 791 © 962 - 1,219 1,297 1,488 2,149 3,283 1,256
Percent of Initial Income 50.04 29.29 17.15 14.88 15.27 12.38 10.82 11.36 8.63 12,95
Rural Nonfarm Sector,West,Total Benefits $§1,645 $1,937 $1,966 $2,596 $2,861 $3,070 $3,674 $6,185 $15,262 $2,974
Percent of Initial Income 231.04 78.52 38.87 42.94 36.22 "26,51 27.58 32.91 38.60 36.04
Federal Beaefits 942 1,273 1,135 1,328 1,450 1,726 2,144 3,727 11,058 1,719
Percent of Initial Income 132.30 51.60 22,44 21.97 18,36 14,90 16.09 19.83 27.97 20.83
State = Lecal Benefits 701 . 664 831 1,268 1,411 1,344 1,530 2,458 4,204 1,255
Percent of Initizl Inconme 98.46 26,92 16,43 20,98 17.86 11.60 11.48 13.08 10.63 15,21 7
Rural Faro Sector,West,-Total Renefits $1,586 $2,807 $3,303 $4,657 $4,808 $5,820 $7,410 $12,028 $24,116 $6,006
Percent of Initial Incoce 75.96 84.98 55.05 60.66 59.44 57.06 58,50 72.99 68.71 64.20
Federal Benefits 941 1,854 2,038 2,763 3,025 3,792 5,225 8,263 18,428 4,107
Percent of Initial Income 45.07 56.13 33.97 35.99 37.40 37.18 41,25 50,15 52,50 43,90
State = Local Benefits 645 952 1,265 1,892 1,780 2,025 2,181 3,757 5,672 1,896
Percent of Initial Incoze 30.89 28.82 21,08 24,65 22,01 19.85 17.22 22.80 16,16 20.27

Sources: Tax Foundation (1967), Maftal (1973), and Appendix Tables B.6.a - e,
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Table A.2. _Average Benefits Received from Government Expenditures-for Specific Goods by Income Class,
United States and Western Region, 1961, Alternative A.

Income Class (Money Income after personel taxes)

Under $2,000- $3,000~ $4,000-  $5,000- $6,000- $7,500- $10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
taited States, Total Beaefits $1,115 $1,414 $1,315 $1,085 $1,143 $1,190 $1,274 $1,652 $2,801 $1,274
Percent of Iaitial Incoze 106.59 50.48 28.13 16.53 13.72 11.72 9.44 8.49 6.29 14,83
Federal Benefits 714 884 789 525 524 526 579 808 1,651 672
Perceat of Initial Incoce 68.26 31.56 16.88 8.00 6.29 5.18 4.29 4,15 3.71 7.82
State - Local Benecfits 401 528 524 559 618 662 693 842 1,137 602
Percent of Initial Incoze 38.33 18.85 11.21 8.52 7.42 _6.52 5.14 4.32 2.55 7.01
Western Region, Total Benefits $1,394 $1,632 $1,381 $1,535 $1,638 $1,388 $1,540 $2,234 $3,825 $1,621
Percent of Initial Income 125.47 61.67° 29.15 23.72 20,17 12,97 11.23 11.95 10,50 17.16
Federal Benefits 819 955 725 668 649 450 539 879 2,259 708
Percent of Inftial Incoze 73.71 36.09 15.30. 10.32 7.99 4.20 3.93 4.70 6.18 7.49
State = local Benefits ' 575 678 656 866 989 939 1,001 1,354 1,576 913
Percent of Initial Incoxze - 51,75 25,62 13.84 13.38 12.18 8.77 7.29 7.24 4.31 9.66
Urban Sector, West,Total Benefits §1,340 $1,588 $1,376 $1,406 $1,571 $1,348 $1,459 $2,092 $2,815 $1,537
Percent of Initial Incoce 119.32  60.95 29.83 21,75 19.67 12,86 10.60 . 11,06 7.39 15.84
Federal Lenefits 814 909 717 644 626 419 500 793 1,404 654
Perceat of Initial Incoze 72.48 34.89 15.54¢ 9.96 7.83 4.00 3.63 4,19 3.69 6.74
State - Local Benefits 526 680 660 762 945 929 959 1,299 1,410 883
Percent of Initial Iacome 46.83 26,10 14.31 11.78 11.83 8.86 6.97 6.86 3.70 9.10
Rural Neafara Sector,West,Total Benefits 51,498 $1,584 $1,331 $1,698 $1,615 $1,366 $1,366 $2,321 $5,500 $1,594
Percent of Initial Incone 220,39 64.20 26,31 28,08 20.44 11,79 10.25 12.35 13.91 19.31
Federal Benefits 829 1,000 643 623 485 407 357 736 3,500 651
" Percent of Inftial Income 116.43 40.53 12,71 10.47 6.14 3.51 2.67 3.91 8.85 7.88
State - Local Benefits 668 - 584 688 1,065 1,130 959 1,009 1,585 2,000 943
Percent of Initial Income 93.82 23.67 13.60 17.61 14.30 8.28 7.57 8.43 5.05 11.42
Rural Farm Sector, West,Total Benefits $1,368 $§2,212 $2,257 $3,129 $3,022 $3,429 $4,103 $6,348 $10,700 $3,465
Percent of Inftial Income 65.51 66.96 37.61 40.75 37.35 33.61 32,39 38,52 30.48 37.03
Federal Bencfits 772 1,394 1,229 1,581 1,644 1,943 2,667 3,870 8,050 2,142
Percent of Initial Income 36.97 42,20 20,48 20,59 20,32 19.04 21.05 26,65 29,56 21,00
State - Local Benefits 596 818 1,029 1,548 1,378 1,486 1,436 2,478 2,650 1,324
Percent of Initial Incoze 28.54 24,76 17.15 20.16  17.03 14,56 11.33 15.03 7.54 14,15

Sources: Tax Foundation (1967), Maital (1973), and Appendix Tablecs B.6.a - e,
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Table A.3. Average Benefits Received from Government Expenditures for Public Goods by Income Class,
United States and Western Region, 1961, Alternative A.

Income Class (Muney Income after personal taxes)

Under $2,000- $3,000-  $4,000- $5,00C- $6,000- $7,500- $10,000- Cver Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,493 $9,9929 $14,999 $15,000
Taited States, Total Benefits $138 $377 $607 $867 $1,188 $1,538 $2,287 $3,808 $10,392 $1,417
Percent of Iaitial Incoze 13.19 13.46 12.99 13.21 14.27 15.16 16.96 19.58 23.35 16.50
Federal Benefits 107 292 470 671 920 1,191 1,771 2,948 8,046 1,097
Percent of Initial Income 10,22 10.42 10.05 10.22 11.04 11.73 13.13 15.15 18.08 12,77
State - Local Benefits 31 85 137 196 268 347 516 860 2,346 320
Percent of Initial Incone 2.96 3.03 2.93 2.98 3.21 3.41 3.82 4,42 5.27 3.72
Western Region, Total Benefits $166 §381 $6C0 $926 $1,273 $1,681 $2,392 $3,767 $8,186 $1,628
Percent of lnitial Inccme 14,94 14.39 12.66 14.31 15.68 15.70 17.44 20.15 22,42 17.24
Federal Benefits 128 295 464 717 986 1,301 1,852 2,916 6,338 1,261
Percent of Initial Incoze 11.52 11.14 9.79 11.08 12,14 12,15 13,50 15.60 17.36 13,35
State - Local Benefits 37 86 135 209 287 379 540 850 1,848 3686
Perceat of Initial Incone 3.33 3.25 2,84 3.23 3.53 3.54 3.93 4,54 5.06 3.8%
Urban Sector, West,Total Benefits $161 $366 $580, $888 $1,212 $1,630 $2,345 $5,766 $8,299 $1,652
Percent of Initial Incoxze 14.33 14,04 12,57 13.73 15.17 15,56 17.04 19.91 21,81 17.02
Federal Benefits 124 283 449 688 938 1,262 1,815 2,916 6,425 1,279
Percent of Initial Incore 11,04 10.86 9.73 10.64 11.74 2,04 13.19 15.41 16.83 13.18
State - Local Benefits 36 83 131 200 274 368 529 850 1,873 373
Percent of Initial Income 3.20 3.18 2.84 3.09 3.43 3.51 3.84 4,49 4.92 3.84
Rural Nenfarn Sector, West, Total Benefits $147 $353 $635 $898 . $1,246 $1,704 $2,308 $3,864 §9,762 $1,380
Perceat of Initial Inceze 20.64 14.30 12.55 14.85 15.77 14,71 17.32 20.56 © 24,69 16.72
Federal 3enefits 113 273 492 695 965 ° 1,319 1,787 2,991 - 7,558 1,068
Percent of Initial Income 15.87 11.06 9.72 11,49 12.21 11.38 13.41 15.91 i9.11 12,94
State - Local Benefits 33 80 143 203 281 385 521 873 2,204 312
Percent of Initial Incoce 4.63 3.24 2.82 3.35° 3.55 3.32 3.91 4.64 5.57 3.78
Rural Farm Sector, West,Total Benefits §218 $595 $1,046 $1,528 $1,786 $2,391 $3,307 $5,608 $13,416 $2,541
Percent of Inltial Income 10.44 18,01 17.43 19.90 22.07 23.44 26,10 34.47 38,22 27.16
Federal Benefits 169 460 809 1,182 1,381 1,849 2,558 4,393 10,378 1,965
Percent of Initial Incece 8.09 13.92 13.48 15.39 17.07 18.12 20,19 26.65 29,56 21.00
State - Lccal Denefits 49 134 236 344 402 539 745 1,279 3,022 572
Percent of Initial Incoze 2.34 4.05 3.93 4.48 4,96 5.28 5.88 7.76 8.60 6.11

Sources: Tax Foundation (1967), Maital (1973), and Appendix Tables B.6.a =~ e.
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Table A.4. Average Benefits Received from Government Expenditures by Income Class, United States and
Western Region, 1961, Alternative B,

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  §5,000- §6,000- $7,500- $10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 §14,999 $15,000
thited States, Total Eenefits $1,022 $1,516 $1,692 $1,769 $2,209 $2,680 $3,775 $6,115 $16,090 $2,692
Fercent of Initial Inco=e 97.71 54.12 36.20 26,96 26.52 26.41 28,00 31,43 36.16 31.35
Federal Benefits 710 1,056 1,163 1,148 © 1,420 1,720 2,443 3,985 10,677 1,769
Percent of Initfal Incoze 67.88 37.70 24.88 17.50 17.05 16.95 18,12 20,49 23,99 20.60
State - Local Benefits 312 460 529 621 789 960 1,332 2,130 5,416 923
Percent of Initial Income 29.83 16,42 11.32 9.47 9.47 9.46 9.88"° 10.95 12.17 10.75
western Reglon, Total Berefits $1,289 $1,732 $1,714 $2,097 $2,535 $2,869 $3,933 $6,251 $13,448 $3,099
Percent of Initial Income 116.02 65.46 36.18 32,42 31.23 . 26.81 28.68 33,45 36.84 32.82
Federal Benefits 820 1,144 1,107 1,313 1,571 1,755 2,460 3,962 8,963 1,957
Perceat of Initial Income 73.81 43,24 23.37 20,30 19.35 16.40 17.94 21.20 24,55 20.73 '
State - local Ecnefits 468 589 - 608 784 964 1,114 1,473 2,288 4,485 1,141
Percent of Inftfal Income 42,12 22,26 12.84 12,12 ° 11.88 10.41 10.74 12.24 12,29 12.08
Urban Sector, West, Total Benefits $1,291 $1,665 $1,699 $2,035 $2,450 $2,772 $3,847 $6,231 $13,147 $3,103
Percent of Inftial Inccce 114,95 63.92 36.84 31.48 30.68 26,46 27.97 32,95 34.56 31.92
Federal Benefits 834 1,080 1,090 1,290 1,518 1,688 2,403 3,936 8,630 1,954
Percent of Inftial Incoze 74.27 41.46 23.63 19.96 19.01 16.11 17.47 20.81 22.68 20.14%
State - Local Denefits 457 585 609 745 932 1,085 1,444 2,295 4,516 1,149
Perceat of Initfal Income - 40,69 22,46 13.20 11.53 11.67 10.36 10,50 12.13 11.87 11.84
Rural Nonfarn Sector,West,Total Benefits $1,283 $1,79 $1,688 $2,071 $2,377 $2,885 $3,691 $5,950 $16,344 $2,716
Percent of Initial Income 180.20 72.72 33.37 34,26 30.09 24,91 27.71 31.66 41,34 32.91
Federal Benefits 769 1,212 1,070 1,238 1,388 1,753 2,260 3,669 11,070 1,680
Fercent of Initlal Income 108.01 49.13 21,15 20.48 17.57 15.14 16.96 19.52 28.00 20.36
State - Local Benefits 513 583 618 844 988 1,132 1,431 2,282 5,275 1,036
Percent of Initial Income 72.05 23.63 12,22 13.96 12.51 9.77 10.74 12.14 13.34 2.55
Pural Farnm Sector,West,Total Benefits $1,174 $2,243 $2,481 $3,430 $3,658 $4,715 $6,562 $10,455 $22,639 $5,078
Percent of Initfal Income 56.23 67.91 41,35 44.68 45,22 46.23 51.80 63.45 64,50 54.28
Federal Benefits . 781 1,590 1,653 2,249 2,508 3,232 4,593 7,197 6,190 3,528
Percent of Initial Income 37.40 48.14 27.55 29.30 31.01 31.69 36.26 43.68 46.13 37.7% -
State - Local Benefits 394 653 829 1,181 1,150 1,484 1,969 3,258 6,459 1,550 -
Fercent of Initial Incoze 18.87 19.77 13.82 15.38 14,22 14,55 15,54 19.77 18.37 16.57

Sources: Tex Foundation (1967), Maital (1973), and Appendix Tables B,.6.,a - e.
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Table A.5. Average Benefits Received from Government Expenditures for Specific Goods, by Income Class,
United States and Western Region, 1961, Alternative B,

Incoze Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000~ $7,500=- $10,000- Over Average
$2,000 $2,993 §3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Ualted States, Totzl Banefiss $888 $1,099 $970 $692 $708 $715 $783 $1,071 $2,004 §868
Perceﬁt of Izitfal Incoze 84.89 39.24 20.75 10.56 8.50 7.05 5.81 5.51 4.50 10.11 N
Federal Benefits 622 782 689 440 434 429 477 671 1,422 571
Percent of Initial Incoze : 59.46 27.91 14,74 6.70 5.21 4,22 3.53 3.44 3.19 6.65
State = Local Benefits 266 317 281 252 274 286 306 400 582 297
Perceat of Initial Incoze 25.43 11.31 6.01 3.84 3.29 2,81 2,26 2.05 1,31 3.45
Western Region, Total Benefits $1,106 $1,277 $978 $969 §972 §745 $855 $1,371 $2,661 $1,029
Perceat of Initial Income 99.54 48,26 20.64 14,97 11.97 6.96 6.23 7.33 7.28 10.89
Federal Bezefits 700 844 623 572 544 360 438 756 1,875 597
Percent of Initlal Incone 63,00 31.89 13,15 8.84 6.70 3.36 3.19 4,04 5.13 6.32
State = Local Penefits 405 433 . 356 397 428 385 417 - 614 786 431
Percent of Initial Incone 35.45 16,36 7.51 6.13 5.27 3.59 3.04 3.28 2,15 4,56
Trban Sector, West,Total Benefits $1,105 $1,231 $987 $930 $954 $§714 $815 $1,310 $1,978 $984
Percent of Initial Incoze 98.39 47.25 21,40 14.38 11,94 6.81 5.92 6.92 5.19 19,14
Federal Bencflits 712 795 622 564 535 336 411 703 1,292 562
Percent of Initial Incoze 63.40 30.51 13.48 8.78 6.70 3.20 2.98 3.71 3.39 5.79
State -Local Benefits 393 436 365 366 419 379 404 607 685 422
Perceat of Initfial Income 34.99 16.73 7.91 5.66 5.24 3.61 2.93 3.20 1.80 4.34
Rural Nonfarm Sector,West,Total Benefits $§1,137 $1,350 $909 $1,016 $876 $728 $714 $1,113 $3,769 $990
Percent of Initial Income 159.69 54.72 17.97 16.80 11.09 6.28 5.35 5.92 9.53 11.99
Federal Benefits 673 920 558 535 402 336 304 491 2,808 546
- Percent of Initial Income 94,52 37.29 11.03 8.85 5.08 2,90 2.28 2,61 7.10 6.61
State - Local Benefits 463 431 351 482 473 392 410 623 962 444
Percent of Initial Income 65.02 17.47 6.93 7.97 5.98 3.38 3.07 3.31 2,43 5.38
Rural Farn Sector,West,Total Benefits $947 $1,576 $1,314 $1,774 §1,657 §1,971 $2,615 $3,870 $6,750 $2,135
Percent of Initial Income 45,35 47.71 21,90 23,10 20.60 19.32 20,64 23,48 19,23 22,82
Federal Benefits 632 1,152 886 1,161 1,200 1,429 2,000 2,870 5,750 1,594
Percent of Initial Income 30.26 34.87 14,76 15.12 14,83 14.00 15.78 17.41 16.38 17.03
State ~ Local Denefits 316 424 429 613" 467 543 615 1,000 1,000 541
Parcent of Initi{al Income 15.13 12,83 7.15 7.98 5.77 5.32 4.85 6.06 2,84 . 5.78

Sources: Tax Foundation (1967), Mattal (1973), and Appeadix Tables B.6.a2 - e,
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Table A.6. Average Benefits Received from Government Expenditures for Public Goods s United States and
Western Region, 1961, Alternative B.

Inccme Class (Money income after perscnal taxes)

Under $2,000~ $3,000- $4,000- $5,000- $6,000- $7,500- $10,000- Over Average
§2,000 $2,999 $3,999 $4,999 $5,999 - $7,499 $9,999 $14,999 $15,000

United States, Total Benefits $134 §417 §722 $1,077 $1,501 $1,965 $2,992 §5,044 514,086 $1,824
Percent of Initial Inccme 12.81 14.89 15.45 16.42 18.02 19,36 22,19 25.93 31.65 21,24
Feleral Benefits 88 274 474 708 986 1,291 1,966 3,314 9,255 1,198
Perceat of Iaitial Incoze 8.41 9.78 10.14 10.79 11.83 12.72 14,58 17.03 20.79 13,95

State = Local Benefits 46 143 248 369 515 674 1,026 1,730 4,831 626

Perceat of Initial Incoze 4.39 5.10 5.30 5.62 6.18 6.64 7.61 8.89 10.85 7.29
Western Region, Total Benefits $183 $455 $736 $1,128 $1,563 . $2,124 $3,078 $4,680- $10,787 $2,070
Percent of Initial Income 16.47 17.19 15,53 17,43 19.25 19.84 22,44, 26,11 29,55 21,92
Federal Benefits 120 300 484 741 1,027 1,395 2,022 3,206 7,088 3,360
Percent of Initfal Income 10.80 11.33 10.21 11.45 12,65 13.03 14,74 17.15 19.41 14,40

State - Local Benefits 63 156 . 252 387 536 729 1,056 1,674 3,700 710

Percent of Initial Inccze 5.67 5.89 5.31 5.98 6.60 6.81 7.70 8.95 10.13 7.51
Crbaa Sector, West,Total Benefits $186 $434 $712 $1,105 $1,496 $2,058 $3,032 84,921 $11,169 $2,119
Perceat of Initial Incoze 16.56 16.66 15,43 17.09 18.73 19,64 22,446 | 26,01 29,35 21,84
Federal Benefits 122 285 468 726 983 1,352 1,992 3,233 7,338 1,392
Percent of Initial Inccme 10.86 10.94 10.14 11.23 12,31 12,90 14.48 17.09 19.28 14.34

State = Local Benefits 64 149 244 379 513 706 1,040 1,688 3,831 727

Perceat of Initfal Incoze 5.69 5.71 5.29 5.86 T 6,42 6.73 7.56 8.92 10.66 7.49
Rural Nenfarm Sector,West,Total Benefits $146 $444 $779 $1,055 §1,501 §2,157 $2,977 $4,837 $12,575 $1,726
Percent of Initial Inconme 20.50 17.99 15.40 17.45 19.00 18.62 22.34 25,73 31.80 20,91
Federal Benefits 95 292 512 693 986 1,417 1,956 3,178 8,262 1,134
Percent of Initial Incoze 13.48 11.83 10.12 11.46 12.48 12,23 14.68 16.91 20.89 13,74

State - Local Benefits 50 152 267 362 515 740 1,021 1,659 4,313 592

Percent of Initial Income 7.02 6.16 5.27 5.98 6.51 6.38 7.66 8.82 10.90 7.17
Rural Farn Sector,West,Total Benefits $227 $667 $1,167 81,656 $1,991 $2,744 $3,947 $6,585 $15,889 $2,943°
Percent of Inftial Incom 10.87 20.19 19,45 21.57 24,61 26.90 31.15 39.96 45,26 31,45
Federal Benef{its 149 438 767 1,088 1,308 1,803 2,593 4,327 10,440 1,934
Percent of Infitial Income 7.13 13.26 12,78 14,17 16.17 17.67 . 20.47 26.25 29,74 20,64
State -~ Local Benefits 78 229 400 5683 683 941, ' 1,354 2,258 5,449 1,009
Percent of Initial Income 3.723 6.93 6.66 7.39 8.44 9.22 10.68 13.70 15.52 10,78

-

Scurces: Tax Foundation (1967), Maital (1973), and Appendix Tables B.6. a -e,
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Table A.7. Distribution of Average Post-fiscal Activity Incomes, by Income Class, United States and
; Western Region, 1961, Alternative A,

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000~- $6,000- $7,500~- $10,000- Over Average
$2,C00 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Uaited States, All governzments $1,823 $3,662 $5,125 $6,590 $8,257 $9,928 $13,221 $19,165 $40,363 $8,662
Perceat of Total 3.00 4.67 6.81 9.63 12.15 17.48 21.03 15.92 9.31
Federal Governzent 1,643 3,477 5,064 6,578 8,263 9,973 13,293 19,145 40,166 8,623
Percent of Total 3 2.72 4.45. 6.76 9.66 12,22 17.65 21.24 15.98 9.31
State - Local Governmeat 1,226 2,983 - 4,733 6,571 8,315 10,100 13,407 19,470 44,685 8,625
Percent of Total 2.03 3.82 6.31 9.65 12.29 17.87 21.42 16.25 10.35
Western Reglon, All Governzents $2,065 $3,693 $5,078 $6,910 $8,671 $10,584 $13,655 $19,013 $33,766 $9,715
Percent of Total 2,23 3.07 5.23 8.91 11.45 20.64 21.82 17.77 8.88
Federal Covernzent 1,779 3,398 4,978 6,659 8,356 10,466 13,528 18,596 33,637 9,497
Percent of Total 1.96 2.89 5.25 8.78 11,28 20.88 22.12 17.78 9.05
State - Local Government 1,396 2,942 4,908 6,713 8,432 10,819 13,840 19,103 36,633 9,661
Percent of Total 1.51 2,45 5.08 8.71 11.18 21.21 22,23 17.94 9.68
Urban Sector, West,All Covernments $2,022 $3,589 $4,958 $6,707 $8,370 $10,552 $13,460 $19,010 $34,114 $9,816
Percent of Total 1.93 2,80 4.97 8.04 11.10 20.89 21.47 19.94 8.85
Federal Governzent ) 1,785 3,290 4,862 6,574 8,112 10,252 13,408 18,661 34,228 9,650
Percent of Total ¢ 1.74 2,63 4.93 8.05 10.98 20.73 21.84 19.99 9.06
State - Local Governcent 1,359 2,904 4,708 6,597 8,244 10,576 13,805 19,262 37,929 9,867
Perceat of Total 1.30 2.27 4.71 7.90 10.92 20.91 21,99 20,18 9.82
Rural Nenfarm Sector,West,All Governcents$l,898 $3,499 $5,290 §6,759 $8,541 $10,688 $13,309 $19,373 $38,531 $8,616
Percent of Total 3.07 3.77 6.42 13.04% 11.37 22.56 23.79 8.09 7.89
Federal Government 1,464 3,324 5,122 6,312 8,118 10,857 13,162 18,877 37,827 8,330
Perceat of Total 2.43 3.69 6.39 12,52 11.11 23.57 24.21 8.10 1.97
State - Local Covernment 1,145 2,642 5,227 6,493 8,322 11,683 13,469 19,288 40,242 8,538
Percent of Total 1.86 2.86 6.36 12,57 11.11 24,74 24,16 8.08 8.27
Rural Farn Sector,West,All Covernments  $2,499 $5,049 $7,532 $9,882 $11,053 $13,649° $17,282 $25,723 $48,966 $12,858
Percent of Total 3.47 4.08 6.45 7.47 12,13 11.67 16.38 14.45 23.90
Federal Gevernzent 2,397 4,521 6,952 8,795 10,025 12,592 16,071 22,915 45,378 11,820
Percent of Total 3.67 3.97 6.47 7.27 12.01 11.74 16.69 14.03 24,17
State = Local Covernaent 2,189 3,831 6,579 8,763 9,113 11,254 13,874 19,278 38,672 10,389

Percent of Total 3.77 3.80 6.94 8.21 12,37 11.89 16.32 13.37 23.33

Sources: Tax Foundation (1967), Mattal (1973), and Appendix Tables B.6. a -e.
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Table A.8. Distribution of Average Post-fiscal incomes, by Income Class, United States and Western
Region, 1961, Alternative B.

Income Class (Money incoze after personal taxes)

Under . $2,000- $3,000- $4,000 $5,000~ $6,000~ $7,500- $10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Tnited States, All Governreats . $1,592 $3,387 §4,896 §6,407 $8,130 59,680 $13,435 $19,820 $43,260 $8,663
Percent of Total 2.62 4.32 6.50 9.37 11.97 17.40 21.37 16,47 9.98
Federal Governzent 1,532 3,357 4,968 - 6,530, 8,239 9,976 13,386 19,374 41,146 8,623
Percent of Total 2.54 4.30 6.63 - 19.59 12.18 17.65 21,39 16,17 9.54
State - Local Goverarent 1,106 2,330 4,601 6,381 8,218 10,051 13,530 19,898 46,618 8,626
Percent of Total 1.82 3.60 6.10 10.04 12,07 - 17.67 21.48 16.50 10.73
Western Regicn,All Governmeats $1,794 $3,412 $4,811 $6,546 $8,295 $10,384 $13,656 $19,263 §35,193 $9,565
Percent of Total 1.97 2.88 5.03 8.57 11.12 20.57 22.17 18.29 9.40
Federal Governrment 1,652 3,292 4,896 6,587 8,292 10,470 13,597 18,763 34,003 9,485
Percent of Total 1.82 2.80 5.16 8.70 11.21 20,92 22.26 17.96 9.16
State =~ local Covernment.. 1,252 2,767 4,653 6,428 8,120 10,615 13,772 19,187 37,695 9,521
Percent of Total 1.38 2.34 4.89 8.46 10.94 21.13 22,46 18.30 10.12
Urban Sector, West, All Goverrcents $1,812 $3,300 $4,701 $6,448 $8,037 $10,146 $13,503 $19,383 $36,147 $9,730
Percent of Total 1.75 2.61 4.77 7.83 10.79 20,34 21.82 20.59 9.49
Federal Governzent 1,681 3,178 4,786 6,532 8,066 10,259 13,496 18,888 35,029 9,671
Percent of Total 1.64 2.53 4.89 7.98 10.89 20.69 21,93 20.18 9.25
State-local Coverazent 1,254 2,726 4,526 6,320 7,957 10,364 13,761 19,408 39,162 9,760
Percent of Total 1.21 2.15 4,58 7.72 10.65 20.72 22,16 20,55 10.25
Rurael Nonfara Sector,West,All Governments $§1,536 $3,356 $5,012 $6,234 $8,057 $10,503 $13,326 $19,138 $39,613 $8,358
Percent of Total 2.56 3.73 6.27 12.39 11.06 22,85 24,55 8.23 8.36
Federal Government 1,291 3,263 5,057 6,212 8,056 10,884 13,278 18,819 37,839 8,291
Percent of Total 2.17 3.64 6.34 12.39 11.08 23.74 24,53 8.11 8.01
State - Local Government 957 2,561 5,014 6,069 7,899 11,471 13,370 19,112 41,313 8,319
Percent of Total 1.59 2.85 6.26 12.05 10.82 24.92 24,60 8.21 8.71
Rural Farm Sector,West,All Governments $2,087 §4,485 $6,710 $8,655 $9,903 $12,544 $16,434 $24,150 $§47,489 $11,930 .
Perceat of Total 3.13 3.89 6.18 7.05 11.73 11.55 16.86 14,60 24,99
Federal Governxment 2,237 4,257 6,567 8,281 9,508 12,032 15,439 21,849 43,140 11,337
Percent of Total 3.61 3.92 6.44 7.19 11.98 11.79 16.85 14,08 24.16
State - Local Covernzent 1,938 3,532 6,143 8,052 8,483 10,713 13,662 18,779 39,449 10,043
Percent of Total 3J.47 3.65 6.71 7.31 11.93 11.71 16.64 13.49 24.63

Sources: Tax Foundatioa (1967), Maltal (1973), and Appendix Tables-B.6. a - e.
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APPENDIX B

AGGREGATE ALLOCATIONS OF INCOME,
TAXES, AND EXPENDITURES -

The following tables were used to derive the tables presented in
the text of this study and in Appendix A. The first four tables were
taken directly from the U. S. Department of Agriculture (1965) and were
used for allocating the net national product, the tax burden, and
governmenﬁ expenditure benefits among inéome classes and between popu-
lation se?tors in the Western Region. The other tables show the
aggregate distributions (in millions of dollars) oflincome, taxes, and
expenditures and are presented in greater detail than are the tables

found in the text.
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Table B.l.a. Allocat':ive Bases for the Western Region by Income Class (dollar amounts in millions).

Incone. Class (Money incoze after personal taxes)

-

Under $2,000- $3,000~ $4,000-  $5,000- $6,000- §7,500~ $10,000-  Over Total
T $2,000 $2,999 $3,999 §4,9¢9 $5,992 $7,499 $9,999 $14,999 $15,000 ’
Momay faccne befere taves $1,245 $1,£60 $3,319 $5,402 $6,763 $12,443 $13,189 $10,723 $5,987 $60,9351
Perscaal taxes 22 76 237 437 582 1,270 1,539 1,418 1,288 6,859
Total sorreat coasu=pticn 1,749 1,913 3,351 4,936 5,876 10,712 10,358 7,496 3,030 43,421
Dividends 19 16 54 46 15 122 120 172 200 764
Sstate and gift (a) 50 61 80 122 178 332 294 285 211 1,613
Alcchclic bSeverages 20 27 41 80 114 26 179 155 51 873
Teracso 26 30 60 92 10 180 158 74 31 751
Telephone and Telegraph 38 k1A 59 77 89 164 152 110 37 750
24 32 218 3 338 719 667 552 144 3,025
81 122 294 443 530 978 912 630 -190 4,180
639 628 954 1,446 1,735 3,030 2,829 1,946 821 14,022
116 84 12 226 378 869 853 608 275 3,535
22 6 24 26 42 82 93 120 59 474
42 59 105 103 118 12 108 70 70 812
13 40 55 3 12 19 5 42 21 245
243 126 48 57 35 18 5 5 544
23 19 17 16 24 17 19 13 6 145
31 61 54 96 94 76 122 141 161 835
54 90 138 150 259 248 360 293 527 2,119
.rance centributions 0 28 68 145 130 338 330 277 61 1,437
asurazce benefits 497 455 395 324 336 294 231 298 20 2,920
d cularies 300 861 2,084 4,204 5,499 10,423 11,061 8,323 2,215 44,970
savings (b) 57 663 760 1,146 2,626
of familica (e) (COD) 918 707 877 1,098 1,124 1,661 1,361 796 224 8,706
of full-tize earners (000) 88 221 460 782 956 1,666 1,607 1,037 254 7,071
f chtliren under 18 (000) 200 424 702 1,537 1,911 2,658 2,178 1,433 336 11,379

a. dzriced from "giiés to persons not in family,"”
b. Based on net chunge in assets and 1i:bilities in 3LS survey for income classes which showed a positive amount of saving.

c¢. Includes single perssn wafes.

Sources: U,S5.D.A,, Surver cf Consumer Excenditures and Income, 1950-61 (1965).
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Table B,l.b., Allocative Bases for the Urban Population, Western Reglon, by Income Class (dollar
amounts in millioms).

Income Class (Money Income after personal taxes)

1TEM Under $2,000-~ $3,000- $4,000-  $5,000- $6,000~ $7,500~ $10,000- Over Total
$2,000 $2,999- $3,999 $4,999 $5,999 - $7,499 $9,999 $14,999 $15,000
Meney income before taxes $913 $1,412 $2,600 $4,076 $5,502 $10,183 $10,703 $9,698 $4,852 $49,939
Personal taxes 12 61 185 344 494 . 1,058 1,3C6 1,311 1,115 5,886
Total current coasuzption 1,249 1,444 2,641 3,687 < 4,745 8,846 8,464 6,809 2,527 40,412
Dividends 16 12 32 39- 13 35 91 164 113 515
Estate and gift (a) 40 T 46 48 97 149 273 241 272 146 1,312
Alcoholic beverages 17 23 3s 61 107 173 153 144 42 755
Tobaczeo 19 24 49 66 84 145 133 62 25 607
Telepltone and Telegraph 29 28 49 61 73 140 125 102 31 638
Austo purchase 8 26 172 211 245 555 576 506 120 2,419
Auto operation 44 68 . 222 : 307 411 773 730 579 162 3,296
Housing expenditures 479 498- 780 1,134 1,432 2,547 2,296 1,757 700 11,623
Ho=e owners housiag expenditures 86 62 97 T 169 . 310 748 . 688 557 233 2,950
Higher education 17 5 17 18 36 67 81 106 1 o3l
Military alloizents and pay 34 42 - 84 81 102 119 106 51 18 637
Private jeasions 11 28 51 29 10. 19 S k}:] 21 212
Public assistance 149 118 47 34 29 18 5 ) 5 405
Value of farn consuzed food
interest 25 47 42 86 87 56 99 130 129 701
Farz =oney incoze '
Soclal Insurance contribution 5 23 51 109 151. 273 269 252 54 1,187
Social insurance benefits 394 311 322 289 284 244 183 291 16 2,334
Wages and salaries 210 687 1,652 3,175 4,510 8,871 9,285 7,669 1,898 37,957
Personal savings (b) 43 402 616 862 1,923
Nuzber of families (000) (e) 656 ¢ 537 688" 823 910 1,359 . 1,095 720 178 6,966
Nu=ber of full-tice earners (000) 22 161.- 344 576 728 1,359 1,314 936 214 5,654
Nuzber of children uader 18 (000) 88 322 550 988 1,456 2,174 1,643 1,224 267 8,712
~

a. Derived froa "gifts to persons not in family."

b. Bssed on net change in assets and liabilities in BLS survey for income classes whi
o Tncludes mingie nge in assere y which showed a p-ositive amount of saving. .

Sources: Survey of Consumer Expeaditures and Income, 1960-61, Supp. 3 = Part A to BLS Report #237-37.
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Table B.l.c. Allocative Bases for the Rural Nonfarm Population, Western Region, by Income Class

(dollar amounts in millions).

Inccme:-Class (Money 1ncoqe after perscnal. taxes)

Under $2,000--  $3,000- $4,000-  $5,000- $6,000- $7,500- $10,000~ Over Total
ITEM $2,000 $2,999- $3,999 $4,999-  §5,999 $7,499- $9,999 $14,999 $15,000

Yeney iacoze before taxes $279 - $359- $581 $1,181-  $1,003 $2,020 $2,126 $732 $608 $8,889
Personal taxes 3 6 39 79 71 199 210 93 117 817
Total curreat consumption 333 379 544 1,109 934 - 1,687 1,683 562 354 7,585
Dividends 3 22 1 81 21 1 62 191
Zstute and gift (a) 5 13 : 28 20 24 51 47 9 16 213
Alecholie beverages 2 4 . 6 18 6 33 25 10 7 111
Tobaczo 5 4 8 25 14 30 24 10 3 123
Telephone and Telegraph 7 5 9 16 13 22 25 7 5 109
Auto purchases 8 1 52 87 82 - 155 68 44 23 520
Aute cperation 23 46 59 123 99 190 163 42 21 766
Housing expenditures 111 108- 136 281- 246 428 484 159 88 2,041
Hore cwners housing expenses 18 19 21 49 59 113 151 45 36 511
Higher education 5 5 5 12 10 10 11 58
Military 2lletzents and payments 3 14 20 22 13 18 2 18 37 147
:ri'zl; peasions 2 10 14 2 2 2 32
Public assistazce 98 8 25 6 137
Value of farz consuzed food '
Inzerast 1 10 10 8 4 17 18 1 24 93
Farn zoney inceme
Secizl insurance contrf{bution 1 3 12 32 24 60 54 21 4 211
Social insurance benefits 83 125 67 97 51 47 37 5 512
wages and salaries 62 148 352 969 - 836 1,511 1,708 616 322 6,524
Personal savings (b) 80 49 155 22 50 356
Nuabar of fanilies (000) (e) 205 137 154 245 169 268 227 53 26 1,483
Number of full-time earners (000) 27 17 172 169 268 250 69 18 1,050
Nuzber of children under 18 (000) 52 55 154 441 355 456 409 133 55 2,110

a. Derived from "gifts to persons not in family,"

b. Based on net change in assets and liabilities in BLS survey for income classes which showed a posicive amouét of saving

¢. Includes single person units,

Source: 3LS, Consuzer Expenditures and Income, Supp. 3 To BLS Rdport #237-87 (Feb. 1965).
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Table B, 1l.d.

Allocative Bases for the Rural Farm Population, Western Region, by Income Class (dollar
amounts in millions).

Income Class (Money income-after personal taxes)

Under $2,000- $3,000- ° $4,000- $5,000- $6,000--  $7,500- $10,000- Over Total
ITEM $2,000 $2,999- $3,999- $4,999  $5,999 $7,499 $9,999 $14,999 °  $15,000

Meney income before taxes $54 $90 $138- $150 $259 $248 $360 $293 $527 §2,119
Perscnal taxes 7 8 13 15 T 18 13 23 13 57 167
Total curreat ceasusption 166 89 166- 146 198 185 211 123 152 1,436
Dividends 3 1 6 2 6 8 6 25 57
Estate and gift (a) 5 1 5 5 5 9 6 5 49 90
Alcoholic beverages 1 1 1 1 1 1 2 8
Tobacco 2 1 3 2 3 2 2 2 3 20
Telephoae and Telegraph 3 2 2 1 2 2 2 1 2 17
Auto purchase 8 5 14 13 11 9 23 2 1 86
Auto operation 13 7 14 14 20 16 19 9 7 ‘119
Housing expenditures 48 22 38 33 57 56 49 28 33 364
Hoze owners housing expenses 11 4 8 8 10 9 13 6 7 76
Higher educatien 1 1 3 N3 1 2 3 4 3 21
Military allotzeat and payments 4 2 1 1- 3 15 26
Private pensions 2 2
Public assistance Py 1 2
Valve of farm ccasuzed: food 23 10 17’ 16 24 17 19 13 6 145
Interest 5 4 2 2 3 3 5 10 8 42
Farz muney incoxme 54 90 138 150 259 248 360 293 527 2,119
Soczial insurance coatributions 4 2 5 4 5 5 7 4 3 39
Social insurance benefits 20 20 5 8 1 3 11 2 70
wages and salaries 29 25 80 62 153 46 68 a3 9 505
Personal savings (b) ' 42 38 107 124 230 541
Nuzber of familfes (000) (c¢) . 57 33 35 * 31 45 35 39 23 20 318
Nuzber of full-time eamers (000) 66 33 39 34 59 39 43 32 22 367
Nuzher of children uader 18 (000) 44 30 42 65 104 77 51 74 28 515

a, Derived from "gifts to persons not in family."
b. Based on net change in assets and 1liadilities in BLS survey for income classes which showed a positive amount of saving.

c. Includes single person units,

Source: USDA, ERS, Consumet.Expenditures and Income, 1961 Report #34.
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Table B.2.a.

of dollars).

Allocation of Net National Product, Income Side, for the Western Region, 1961 (millions

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  §5,000- $6,000- $7,500- §10,000- OQver Total
ITEM $2,000 $2,999 $3,999 $4,999 $5,999 §7,499 $9,999 $14,999 $15,000
BLS Money incoze before taxes $1,245 $1,860 $3,319 $5,402 $6,763 $12,443 $13,189 $10,723 $5,987 $60,931
Plus: "Other labor incoze" 14 41 100 201 263 499 529 394 106 2,152
Ke: rent, cwner-occupled dwelling 41 30 45 81 135 310 304 217 98 1,261
Services furaished by financifal
iaternediaries 37 72 64 113 111 90 144 166 190 985
Food grown and ccnsumed on farms 17 7 12 12 17 12 14 9 4 105
Food furnished employees 4 10 22 37 45 79 76 49 12 334
Difference between personal taxes
ia BLS survey and in rational
incoze accounts 8 27 84 155 207 452 547 504 458 2,443
Izputed items in personal saving 92 67 100 179 299 687 675 481 218 2,796
Cther and unaccounted 40 60 108 175 219 403 428 348 194 1,976
Equals: Personal incoze 1,498 2,174 3,854 6,355 8,059 14,975 15,906 12,891 7,267 72,983
Less: Transfers to persons 1021 ‘895 . ‘877, ‘894 723 ‘888 822 1,030 825 7,971
Sociel insurance benefits 465 426 368 368 314 275 216 279 19 2,730
Civilian governzeat pensions 19 60 97 46 18 28 7 60 3 366
Vetcrans benefics 53 75 133 131 150 174 137 89 89 1,030
Relief ond other 393 200 76 94 55 29 8 8 862
Xet interest paild by government 51 100 89 158 154 125 201 232 265 1,375
et interest paid by consumer 40 34 114 97 32 257 253 362 421 1,608
Plus: Nea-personal taxes 543 592 1,177 1,642 1,788 3,688 3,579 3,015 1,735 (17,758)
Corporate profits tax 113 113 253 ° 302 276 . 701 682 674 548 3,661
Ceatributions for social insurance
Persecnal coatribution 12 34 83 178 221 415 405 340 76 1,764
Exployer ceatribution 74 81 142 210 250 455 440 319 129 2,101
Indirect business taxes 300 327 574 845 1,006 1,834 1,774 1,284 519 8,462
Undistridbuted corporate profits 44 37 125 107 35 283 278 398 463 1,770
Equals: Net national product 1,020 1,871 4,154 7,103 9,124 17,775 18,663 14,876 8,177 82,770

Sourceg: Derived from Table 9 and Appendix Table B.lea,
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Table B.2.b. Allocation of Net National Product, Income Side, for the Urban Population, Western
Region, 1961 (millions of dollars).

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000- $7,500- $10,000~ Over Total
ITEM $2,000 $2,999 $3,999 $4,999 $5,959 $7,499 $9,999 $14,999 $15,000
BLS Money incoze before taxes $913 $1,412 $2,600 $4,076 $5,502 $10,183 $10,703 $9,698 $4,852 $49,939
Plus: "Other labor income" 10 33 79 152 216 425 444 367 91 1,817
Xet rent, owner-cccupied dwelling 31 22 35 60 111 267 245 199 83 1,052
Services furnished by financial
internediaries 29 55 49 101 103 66 117 153 152 826
Focd grewn and consumed on farms
Fcod furnished ezployees 1 .8 16 27 34 64 62 44 10 267
Pifference between personal taxes
in BLS survey and in national :
inceme accounts 4 22 66 122 176 376 464 466 396 2,093
Izputed {te=s in personal saving 68 49 77 134 245 592 544 440 184 2,333
Otker and unaccounted 30 46 84 132 179 330 347 315 152 1,620
Equals: Perscnal inceze 1,086 1,647 3,006 4,804 6,566 12,303 12,926 11,682 5,925 59,947
Less: Transfers to perscas 745 697 - 713 731 753 816 758 837 363 6,415
Social {nsurance benefits 368 291 301 270 266 228 171 272 15 2,182
Civilian governzeat pensions 16 42 76 43 15 28 7 56 31 315
Vetcrans benefits 43 53 107 . lo3 129 151 134 65 23 808
Relief and other 236 187 74 S4 46 29 8 8 642
Net interest paid by governzent 41 77 69 141 143 92 163 . 214 212 1,153
Net interest paid by coasumers 41 47 86 120 154 - 288 275 222 82 1,315
Plus: Non=-personal taxes 396 449 880. 1247 1453 2748 2893 2772 1210 14,049
Corporate profits tax 86 85 178 235 224 ¢ 441 543 628 343 2,762
Contributions for social insurance ’
Personal contributions 6 28 63 134 185 335 330 309 66 1,457
Ezployer contributions 53 61 o112 157 202 376 360 289 107 1,718
Incirect business taxes 214 ‘247 453 631 812 1515 1449 1166 432 6,919
Undistributed corporate profits 37 28 74 90 30 81 211 380 262 1,193
Equals: Net national product 737 1,399 3,173 5,320 7,266 14,235 15,061 13,617 6,772 67,581

Sources: Derived from Table 9 and Appendix Table B.l.b,

9L1



Table B.2.c.

Western Region, 1961 (millions of dollars).

Allocation of Net National Product, Income Side, for the Rural Nonfarm Population,

Income Class (Money incoze after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000- $7,500- $10,000~ Over. Total
ITZY $2,000 52,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
BLS money incoze before tares $279 $359 $581 $1,181 $1,003 $2,020 $2,126 $732 $608 $8,889
Plus: "Othker labor income" 3 7 17 46 40 72 82 29 15 312
Net reat, owner-occupied dwelling 6 7 7 17 21 40 54 16 13 182
Services furnished by financial
intermed{aries 1 12 12 9 5 20 21 1 28 110
Food grown and consuzed oa farms
Food furaisked erployees 1 4 8 8 13 12 3 1 50
Differcnce between personal taxes
in BLS survey and in national
incoze accounts 1 2 14 28 25 71 75 33 42 290
Icputed items in personal saving 14 15 17 39 47 89 119 36 - 28 404
Other and unacceunted 9 12 19 38 .32 65 69 24 20 288
Equals: Perscnal incoze 313 415 671 1,366 1,181 2,390 2,558 874 755 10,525
Less: Transfers to persons 253 191 143 211 114 150 123 51 98 1330
Sccial {nsurance benefits 78 117 63 91 48 44 35 5 479
Civiliaa government pensions 3 15 21 3 3 3 48
Veterans bencfits 4 18 25 28 16 23 3 23 47 186
Relief and other 155 13 * 40 10 217
Net interest pald by government 2 16 16 13 7 28 30 2 39 153
Net interest paid by coasumer 11 12 18 36 30 55 55 18 12 247
Plus: Nen-personal taxes 86 114 251 326 268 864 589 173 n 3,062
Corporate profits tax 14 22 69 48 39 241 114 25 146 718
Contributions for social insurance . )
Personal contributions 1 4 15 39 29 74 66 26 5 259
Employer contributions 14 16 23 47 40 72 72 24 15 323
Indirect business taxes 57 65 93 190 160 289 288 96 61 1,299
Undistributed corporate profits 7 51 2 188 49 2 144 443
Equals: Net national product 146 338 779 1,481 1,335 3,104 3,024 996 1,028 12,237

Sources: Derived from Table 9 and Appendix Table B.l.c.
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Table B.2.d.

Region, 1961 (millions of dollars).

Allocation of Net National Product, Income Side, for the Rural Farm Population, Western

Income Class (Money incoze after personal taxes)

Under $2,000~ $3,000~- $4,000~  $5,000~ $6,000~ $7,500- $10,000- Over Total
ITEM $2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
BLS rmoney incozs before texes $54 $90 $138 $150 $259 §248 $360 $293 §527 $2,119
Plus: "Other labor fzceze” 1 1 4 3 7 2 3 2 24
Net rent,cwner-occupied bullding 4 1 3 3 4 3 5 2 2 27
Services furnished by financial
internediaries 6 5 2 2 3 3 6 12 9 49
Feod grcwn and consured on farms 17 7 12 12 17 12 14 9 4 105
Focd furnished ecployees 3 2 2 2 3 2 2 1 1 17
Difference between personal taxes
in BLS survey and in . ational
incoce accounts 2 3 5 5 6 5 8 5 20 59
Izputed items in personal saving 9 3 6 6 8 7 10 5 6 60
Other and unaccounted 2 3 4- 5 .8 8 12 10 17 69
Equals: Personal income 98 115 176 188 315 290 420 339 586 2,529
Less: Traasfers to persons 39 35 14 19 16 14 25 23 kY 221
Social iasurance benefits 19 19 5 8 1 3 10 3 66
Civilian governzent pensions 3 3
Veterans benefits 5 3 1 1 4 19 33
Pelief and other 2 ‘2 3
Yet interest paid by government 8 7 3 3 5 5 8 16 13 69
Net interest paid by consucers 5 3 5 5 6 6 7 4 5 47
Plus: Nen-personal taxes 60 29 48 69 63 81 99 63 153 667
Corporate profits tax 13 6 7 19 12 21 26 18 59 180
Conztributions for social insurance
Personal contributicns 5 2 6 5 6 6 9 5 4 48
Enpleyer contributions 7 4 7 6 8 8 9 5 6 61
Indirece businoss taxes 28 15 28 25 34 32 36 21 26 246
Undistributed corporate profits 7 2 14 5 14 19 14 58 132
Equals: Net national product 119 109 210 238 364 357 494 379 702 2,975

Scurces: Derived from Table 9 and Appendix Table B.l.d.
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Table B.3.a. Allocation of Tax Burden by Income Class, Western >Region, 1961 (millions of dollars).

Income Class (Moaey income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $5,000- $7,500- $10,000- Over Total
TAX $2,000 $2,999 $3,999 $4,999 $5,999 §7,499 $9,999 $14,999 $15,000
Federal, Total $256 §352 $831 §1,312 $1,569 $3,298 $3,506 $3,094 $2,568 $16,730
Individual Income 24 84 262 483 643 1,404 1,701 1,567 1,423 7,591
Corporate Incone 106 107 238 284 259 660 © 642 634 515 3,444
Falf oa censuzption 68 75 131 193 229 418 404 293 118 1,929
Half con dividends 38 32 107 91 30 242 238 341 397 1,515
Estate and gifts 348 348
Excises, custecs, other 68 80 168 © 259 319 588 536 398 135 2,549
Alcoholic beverages 15 21 31 61 88 158 137 119 39 670
Tobacco 11 12 24 37 41 73 64 30 13 305
Telephone and Telegraph -7 6 11 14 17 31 28 21 7 142
Aato purchase 3 4 28 37 42 85 78 65 17 356
Auto operation 9 13 B ) § 47 56 104 97 67 20 444
Other tzxes 20 21 a8 55 66 120 . 116 84 34 554
Weatax receipts k] 3 5 8 9 17 16 12 5 78
Social insurance 58 81 163 286 348 646 627 495 147 2,848
Perscnal coatributions 11 29 72 153 189 356 347 292 65 1,512
Ezployer coatributions 47 52 91 133 159 290 280 203 82 1,336
State and Local, Total $300 $331 $607 $906 $1,080 $1,994 $1,925 $1,424 §738 §9,306
Individual Incoze 2 5 17 31 42 91 110 102 92 492
Cerporate Incoxe . as2
1ialf on censuzption bi 7 13 19 23 41 40 29 12 191
Half on dividends 5 4 14 11 4 31 30 43 50 191
GLfts and lnheritances . 101 101
Sales, excise end other 3,730
Alccholic beverages 2 3 5 9 13 . 23 20 17 6 97
Tobacco 4 4 9 13 15 26 23 11 5 109
Auto purchase 1 1 8 11 12 25 23 19 5 105
Auto operation 18 27 66 99 118 218 203 140 42 932
General sales 39 43 75 111 132 241 233 169 68 1,113
Other taxes 28 31 54 80 95 173 167 121 49 799
lontax recelpts 20 22 39 57 68 125 121 87 35 - 575
Property tax 3,584
Half oa consumption 63 69 121 179 213 388 376 272 110 1,792
Half on housing expenditures 82 80 122 185 222 387 361 249 . 105, i.z)g;
+ Social insurance
Parsonal contribution 2 5 12 25 32 59 igo ﬁs 2; 7§§
Exployer coatriduticen 27 30 52 76 91 166
All governments, Total $556 $683 $1,438 $2,218 $2,649 $5,292 $5,431 $4,518 $3,306 $26,086

Sources: Derived from Table 11 and Appendix Table B.l.a,
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Table B.3.b. Allocation of Tax Burden by Income Class, Urban Population, Western Region, 1961

(millions of dollars).

Income Class (Money income after personal taxes)

Uader $2,000~ $3,000- $4,000- $5,000- $5,0C0- $7,500- $10,000- Over Total
TAX $2,000 $2,939 $3,999° $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Federal, Total $181 $272 $630 $1,006 $1,308 $2,588 $2,914 $2,852 $2,073 $13,825
Individual Inceze 13 68 204 380 546 1,169 1,443 1,449 1,232 6,505
Corpcrate Incoze 81 80 167 221 211 415 51 592 323 2,600
Half on consumption 49 56 103 144 185 345 330 266 99 1,577
Half on dividends 32 24 64 77 26 70 181 326 o224 1,023
Estate and gift ) 282 282
Exci{ses, customs, other 48 61 134 190 264 . 4718 448 362 111 2,097
Alcoholic beverages 13 18 27 47 82 133 117 110 32 519
Tobacco 8 10 20 27 34 59 54 25 10 247
Telephone and Telegraph 5 5 9 11 14 26 23 19 6 119
Asto purchase 1 3 20 25 29 65 68 60 14 285
Asto cperation 5 7 24 33 44 82 78 61 17 350
Other taxes 14 16 .30 41 53 99 95 76 28 453
Yontax receipts 2 2 4 6 8 14 13 11 4 64
Soclal {asurance 39 63 125 215 287 526 512 449 125 2,341
Personal ceatributions 5 24 54 115 159 287 283 265 57 1,249
Ezployer contributions 34 39 71 100 128 239 229 ¢ 184 68 1,092
State and Llocal, Total §214 $249 5478 $682 $874 51,626 $1,573 $1,296 $605 $7,597
Iadividual laccze | 4 13 25 a5 76 94 94 80 422
Corporate Iacoze 9 9 18 24 21 43 56 67 38 285
Half oa ceasuzption S 6 10 14 18 34 33 26 10 156
Half on dividends 4 3 8 10 3 9 23 41 28 129
Cifts and Inheritances 82 82
Sales, excises and othes
Aleoholic beverages .2 3 4 7 12 19 17 16 5 84
Tobaceo 3 3 7 10 12 21 19 9 4 88
Auto purchase 1 6 7 9 - 19 20 18 4 84
Auto operaticen 10 15 50 68 92 172 163 129 36 735
General sales 28 32 60 83 107 199 191 153 57 910
Other taxes 20 23 43 60 77 143 137 110 41 653
Nentax receipts 15 17 31 43 55 103 98 79 29 470
Property tax
Half on consumption ’ 45 52 96 134 172 321 307 247 92 1,465
Half on housirg expenditures 61 64 100 145 183 325 293 225 89 1,485
Social Insurance ) .
Personal coatributions 1 4 9 19 26 48 47 44 9 208
Ezployer contributions 19 22 41 57 73 137 131 105 39 626
All Governzents, Total $395 $521 $1,108 $1,688 $2,182 $4,214 $4,487 $4,148 $2,678 $21,422

Sources: Derived from Table 11 and Appendix Table B.1l.b.
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Table B.3.c. Allocation of Tax Burden by Income Class, Rural Nonfarm Population, Western Region, 1961
(millions of dollars).

Incoze Class (Money income after personal taxes)

TAX . Uader $2,000- $3,000- $4,000-  $5,000- $6,000- $7,500- $10,000- Over Total
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Federal, Total ’ $39 $57 $165 $260 $208 $657 §523 $193 $332 $2,43%
Individual incozme 3 7 43 87 78 220 232 103 129 903
Corporate incoce 13 21 65 45 36 227 108 24 137 675
Ealf on coasumption 13 15 21 43 36 66 66 22 14 296
Kalf on dividends 6 44 2 161 - 42 2 123 379
Estate and gift 35 35
Excises, custozms aad other 13 16 29 64 44 101 81 29 17 394
Alccholic beverages 2 3 5 14 S 25 19 8 5 85
Tebacco 2 2 3 10 6 12 10 4 1 50
Telephone and Telegraph 1 1 2 3 2 4 5 1 1 20
Auto purchase 1 6 10 10 18 8 . 5 3 61
Auto operation 2 5 6 13 10 20 17 4 2 81
Other taxes 4 4 6 ’ 12 10 19 19 6 4 85
Ncntax receipts 1 1 1 2 1 3 3 1 1 12
Soclal insurance 10 13 28 64 50 109 102 37 14 427
Personal coatribution 1 3 13 34 25 63 57 22 4 222
E=plover ceatridbution 9 10 15 30 25 46 45 15 10 205
State and Local, Total . §55 $67 $102 $201 $167 $333 $314 $104 $91 $1,437
Individual Incoze 3 6 5 14 15 7 8 58
Corporate Income 1 2 8 4 4 26 11 2 17 67
Hal{ on consumption 1 1 2 4 4 6 6 2 1 29
Half on dividends 1 6 20 5 16 48
Gifts and Inheritances . . 11 11
Sales, excises and othe '
Alccholic Beverages 1 2 1 4 3 1 1 12
Tobacco 1 1 1 4 2 4 4 1 18
Auto purchase * 2 3 3 . ] 2 . 2 1 18
Auto operation 5 10 13 27 22 42 36 9 5 171
General sales 8 9- 12 25 21 38 38 13 8 171
Other taxes 5 6 9 18 15 27 27 9 6 123
Nentax receipts 4 4 6 13 11 20 20 7 4 88
Preperrty tax
Half on consumption 12 14 20 40 34 61 61 20 13 275
Half on housing expenditures 14 14 17 36 31 55 62 - 20 11 261
Social Insurance
Personal contributions 1 2 6 4 11 9 4 1 37
Ezployer contributions 5 6 8 17 14 26 26 9 5 117
All governzents, Tetal $94 . $124 $267 $461 $375 $990 $837 $297 $423 $3,871

Sources: Derived from Table 11 and Appendix Table B.l.c.
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Table B.3.d. Allocation of Tax Burden by Income Class, Rural Farm Population, Western Region, 1961
(millions of dollars).

Income Class (Money {ncome after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000- $7,500- $10,000- Over Total
TAX 52,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 515,000

Federal, Total $36 $§21 $38 $51 849 $49 $71 $42 5163 §522

Individual Incecme 8 9 14 17 20 14 25 14 63 184

Corporate Incoze 12 5 6 18 12 19 24 17 56 169
Half on consumption 6 3 6 6 8 7 8 5 . 6 56

Half on dividends 6 2 12 4 12 . 16 12 50 113
Estate and gift : 3 31
Excises, custems and other 7 3 8 8 7 6 9 4 6 58
Alcoholic Beverages 1 1 1 1 1 1 2 6
Tobacco 1 1 1 1 1 1 1 1 8
Telephone and Telegraph b3 3
Auto purchase 1 1 2 2 1 1 3 10
Auto operation 1 1 2 2 2 2 2 1 1 13
Other taxes 2 1 2 2 2 2 2 1 2 16
Yontax recelpts 2
Social Insurance 9 4 10 8 10 10 13 7 7 80
Perscnal contributions 4 2 5 4 5 5 7 4 3 41
Ezployer contributions 5 2 5 4 5 5 6 3 4 39

State and Local, Total $31 $14 $24 $25 $34 $34 $38 $22 $42 $274
Individual incoze 1 1 1 1 1 1 2 1 4 12
Corporate Inccrme 2 1 2 1 2 3 2 7 20
Half on consumption 1 1 1 1 1 1 1 1 6
Kalf on dividends 1 1 1 2 1 6 14
Gifts and Inheritances 9 9

- Sales, excises and other
Alcoholic Beverages 1
Tobacco 3
Auto Purchase . 1 3
Auto Operatfon 3 2 3 3 S 4 4 2 2 27
CGeneral Sales 4 2 4 3 4 4 5 3 3 32
Other taxes 3 1 3 2 3 3 3 2 2 23
Mentax receipts 2 1 2 2 2 2 2 1 2 17
Property tax )
Half on consumptien 6 3 6 - 7 7 8 4 6 52
Half on housing expeaditures 6 3 5 4 7 7 6 4 4 46
Social Insurance

Personal Contributfons 1 1 o1 1 1 1 1 1 7
Employer contributions 3 1 3 2 3 3 3 2 2 22

All governaents, Total ' 867 - §35 $62 $76 $83 $83 $109 $64 $205 $796

Sources: Derived from Table 1l and Appendix Table B.l.d.
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Table B.4.a. Allocation of Expenditure Benefits by Income Class, Western Region, 1961, Alternative A
(millions of dollars). ) '

Incore Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000~ $7,500- §10,000- Over fotal
IT=M . §2,000 $2,999 $3,999 $4,993% $5,999 $7,499 §9,999 $14,999 = $15,000
Federal Expenditures

Ceneral beneflt $118 $209 $407 $787 $1,108 $2,162 $2,520 $2,321 $1,420 $11,052

Nztional defease and Interrational
affalrs
* Other general beneflt :

Specific beneffit $752 §675 §636 §734 $729 §747 $734 $700 $506 $6,208
Elezentary and secoadary education 1 2 3 7 9 12 10 6 2 51
Uipher educacion 2 2 2 3 6 7 9 4 34
Public assistance and other wvelfare 259 132 S0 62 37 19 s 5 563
Lavor 1 2 S 9 12 23 25 18 S 100
Votarans benefits 59 83 148 145 166 192 152 98 98 1,141
Highways ’

421f on auto operation 5 8 18 28 33 61 57 39 12 262
Haif on total curreat coasuzption 9 9 16 24 29 53 51 37 15 243

Agriculture 13 22 33 36 63 60 87 71 128 513

%es {nterest 44 87 76 136 134 108 173 201 228 1,184

Social insurance benefits 359 330 285 - 285 243 213 167 216 14 2,112

tate = Local Expenditures :

General tenefit $34 $61 $119 $230 $323 $630 $735 $677 $414 $3,222

Specific bereffit $528 §479 $575 $951 $1,112 $1,559 $1,362 $1,078 $353 $7,999
Elezentary and secondary education 77 162 268 588 730 1,016 833 548 128 4,350
Yigher education 42 12 46 50 80 157 178 230 113 208
Public assistance and other welfare 209 106 40 50 30 15 4 4 459 .
Streets and highways '

Half on auto operation 11 16 39 59 70 130 121 84 25 555
Half on total current consumption 20 21 38 . 55 66 120 116 84 34 555
Agriculture 3 5 8 9 15 S T a2 17 31 123
Net interest 2 5 4 . 8 8 6 10 11 13 67
Social insurance benefits 163 150 129 129 110 97 76 98 7 959
Labor 2
Veterans benefits 1 2 3 3 3 4 3 2 2 21
Total Specific Benefits $1,280 $1,154 $1,211 $1,685 $1,841 $2,306 $2,096 $1,778 $859 $14,207
Tetal Geaeral Benefits $152 $270 $526 $1,017  $1,431 $2,792 $3,255 $2,998 $§1,834 $14,274

Sources: Derived from Teble 13 and Appeadix Table B.l.a.
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Table B.4.b. Allocation of Expenditure Benefits by Income Class, Urban Population, Western Region,
1961, Alternative A (millions of dollars).

Incoze Class (Money income after persoanal taxes)

Under $2,000--  $3,000~ $4,000- $5,000- $6,000~ $7,500- $10,0C0- Over Total
ITEM $2,0C0 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
feceral Expenditures : ¢
Ceacral tenefit $82 $152 $309 $566 $854 $1,715 $1,988 $2,099 $1,144 $8,908
Naticzzl defense azd {nternational
alfairs
Cither gencral benefit
Specific beneffit $534 $488 °  $493 $530 $570 $569 $548 $571 $250 $4,556
Elerentary and secoadary education 1 2 4 7 19 7 - 1 39
Higher educatien 1 1 1 3 5 6 8 3 28
Public assistance and other welfare 156 123 49 36 30 19 5 5 423
Labor 2 4 7 10 20 21 17 4 84
Veterans benefits 48 59 118 114 143 167 149 72 25 895
Highwayvs
Half on auto operation 3 4 14 19 26 49 46 36 10 207
Hz1f en total current comsusption 6 7 13 18 23 44 42 34 12 199 -
Asriculture .
Net iaterest 35 67 59 122 123 79 140 . 184 183 993
Sociul fasuraiace benefits 285 225 233 209 205 176 132 210 12 1,688
State - Lccal Expenditures
Gencral benefit 824 ‘$44 $90 $165 $249 $500 $580 $612 $333 $2,597
Specific benefit $345 $365 $454 §627 $860 $1,263 $§1,050 $935 $251 $6,154
Elexzentary and secondary education 34 123 210 378 556 831 628 468 102 3,330
Higher educaticn 33 10 33 34 69 128 155 203 84 749
Public assistance and other welfare 126 100 40 29 24 15 4 4 342
Streets and highways
Half on auto operation 6 9 30 41 55 103 97 77 : 22 . 438
Hlalf on total current consumption 14 16 30 41 53 99 95 76 28 454
Agriculture
Net interest 2 4 3 7 7 4 8 10 10 56
Social insurance benefits 129 102 106 95 93 80 60 96 5 767
Labor 2
Veterans benefits 1 1 2 2 3 3 3 1 16
Total Specific Benefits $879 $853 $947 $1,157 $1,430 $1,832 $1,598 $1,506- $501 $10,710
Total Ceneral Beneffts $106 $197 $399 $731 $1,103 $2,215 $2,568 $2,712 $1,477 $11,505

Sources: Derived from Table 13 and Appeandix Table B.l.b.
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Table B.4.c. Allocation of
Region, 1961,

Expenditure Benefits by Income Class, Rural Nonfarm Population, Western
Alternative A (millions of dollars).

Inceme Class (Money income after perscmal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000~ $7,500-, §10,000- Over Total
ITEM $2,000 $2,999 $3,999 $4,999 $5,999 4 87,499 $9,999 §14,999 $15,000
Federal Expeczditures : M .
General Beneflt $23 $37 $76 $170 $163 $353 $406 $159 $197 $1,584
Naticnal defense and international
affairs
Other general beanefit
Specific benefit $170 $137 $99 $155 $82 $109 $81 $39 $91 $965
Elementary and secondary education 1 2 2 2 2 1 9
Higher education 1 1 1 1 4
Public assistance and other welfare 102 8 26 6 143
Labor 1 2 2 3 4 1 1 15
Veterans benefits 4 20 28 3 18 25 3 25 52 207
Highways
Kalf ea auto cperation 1 3 4 8 6 12 10 3 1 48
Half en total curreat coasumption 2 2 3 5 5 8 8 3 2 37
Apriculeure
Net {atercst 1 14 14 11 6 24 26 1 34 132
Soclal insurance benefits 60 90 48 70 37 34 27 4 370
State - Local Expenditures
Gereral beneflit §7 $11 $22 $50 $48 $103 $118 $46 $57 $462
Speciflic beneflt $137 $80 $106 $261 $191 $257 $229 $84 $52 $1,399
Elenentary and secondary education 20 21 59 168 136 174 156 51 21 §06
Higher education 10 10 10" 23 19 19 21 11
Public assistance and other welfare 83 7 21 5 116
Streets and highways
Half on auts operation 3 6 8 16 13 25 22 6 3 102
Half on total current consumptiocn 4 4 6 12 10 19 19 6 4 85
Agriculture :
Net interest 1 1 1 1 1 2 7
Social iasurance benefits 27 41 22 32 17 15 12 2 168
Labor
veterans benefits 1 1 1 4
Total Specific Benefits $307 $217 $205 $416 $273 $366 $310 $123 $143 $2,364
Total General Eenefits $30 $48 $98 $220 $211 $456 $524 $205 $254 $2,046

Scurces: Derived froam Table 13 end Appendix Table B.l.c.
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Table B.4.d. Allocation of Expenditure Benefits by Income Class, Rural Farm Population, Western
Region, 1961, Alternative A (millions of dollars).

Income Class (Money income after personal taxes)

Under $2,000~ $3,000- $4,CC0-  §5,000- $6,000- $7,500- $10,000- Over Total
ITZM $2,000 $2,999 $3,999 $4,999 $5,999 $7,499 . $9,999 $14,999 §15,0C0
federal Zxpenditures
Ceneral Eenefit $10 $15 §28 $37 $62 $65 $100 $101 $208 $625
Wational defense and international
affalrs
Other general benefit
Specific Zenefit $44 $46 §43 $49 §74 $68 $104 $89 $161 §631
Elezentary and secondary education 2
titgher educazion 2
Fublic assistance and other welfare 1 1 2
l.abor 1
Veterans bencfits 6 3 1 1 4 21 37
Highways .
Half on auto operation 1 1 1 1 1 1 1 7
Half on total curreant copsuzption 1 1 1 1 1 1 1 1 7
Azriculture : 13 22 33 36 63 60 87 71 128 513
Net interest 7 6 3 3 4 4 7 14 11 59
Svzial {nsurance terefits 15 15 4 6 1 2 8 2 51
State ~ Lecal Expenditures
General Benefit $3 $4 $8 $11 $18 . 819 $29 $29 $60 §182
Specific Benefit $34 §27 $36 §48 §62 §52 $56 §57 $53 §$421
Elezentary and secondary education 17 1 16 25 40 29 20 28 11 197
lilgher education 2 2 6 6 2 4 6 8 6 40
Public assistance and other welfare 1 1 2
Streets and highways
i1z1f on auto operation 2 1 2 2 3 2 3 1 1 16
alf on total current consumption 2 1 2 2 2 2 2 1 2 16
Apriczulture 3 5 8 9 15 14 21 17 31 123
Net interest 1 1 3
Sociul lnsurance benefits 7 7 2 3 1 4 1 23
Lador
Vetcrans benefits 1 1
Total Specific Benefits $78 $73 $79 $97 $136 $120 $160 $146 $214 $1,102
Total General Benefits $13 $19 $36 $48 $80 $84 $129 $130 $268 $807

curccs: Derived from Table 13 and Appendix Table B.l.d.
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Allocation of Expenditure Benefits by Income Class, Western Region, 1961, Alternative B
(millions of dollars).

Table B.5.a.

Income Class (Money ilncome after personal taxes)

Under $2,000- $3,000~- $4,000-  §5,000- $6,000- $7,500- $10,000- Over Total
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 . $9,999 $14,999 $15,000 ,
Feleral Covermment
General benefits, total $110 $211 §424 $814 $1,154 $2,318 $2,752 $2,552 $1,588 $11,924
Specific benefits, total $643 $597 $546 . §628 §611 $598 $596 $6C2 $420 $5,236
Elezentary azd secondary education 1 1 2 3 4 3 2 15
Higher education 1 1 1 2 3 3 4 2 17
Public assistance and other welfare 181 92 35 43 26 13 4 4 398
Laber 1 2 5 9 12 23 25 18 s 100
Veterans benefits 41 58 103 101 116 135 106 69 69 799
Hizhways
Ealf ca auto cperation 3 4 9 14 17 31 29 20 6 131
Half on current ceasucptien 4 5 8 12 14 26 25 18 7 121
Agriculture 9 15 23 25 44 42 61 50 89 359
Net Interest 44 87 76 136 134 108 173 201 228 1,184
Social insurance benefits 359 330 285 285 243 213 167 216 14 2,112
State = lecal Governzent
Ceneral benefits, total $58 $110 $221 $425 $602 $1,210 $1,437 $1,332 $829 $6,225
Srecific benefits, total $372 $306 $312 $436 $481 $639 $567 $489 $176 $3,781
EZlecentary and seccondary educatioa 23 49 81 176 219 305 250 164 38 1,305
Higher educatien 21 6 23 25 40 79 89 115 57 454
Public assistance and other welfare 146 74 28 35 21 11 3 3 321
Streets and highways
Half on auto operation 5 8 19 29 35 . 65 60 42 13 277
Half on current consucption 10 11 19 28 33 60 58 42 17 278
Agriculture 1 2 3 3 6 5 8 7 12 47
Net interest 2 5 8 9 15 14 21 17 31, 123
Social insurance benefits 163 150 129 129 110 97 76 98 7 959
Lubor 2
Veterans benefits 1 1 2 2 2 3 2 1 1 15
Total Specific Benefits $1,015 $903 $858 $1,064 $1,092 $1,237 $1,163 $1,091 $596 $9,017
Total General Benefits $168 $321 $645 $1,239 $1,756 $3,528 $4,189 $3,884 $2,417 $18,149

Sources: Derived from Table 14 and Appendix Table B.l,a.
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Table B.5.b. Allocation of Expenditure Benefits by Income Class, Urban Population, Western Region,
1961, Alternative B (millions of dollars).

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  §5,000- $6,000- $7,500- $10,000- Over Total
$2,000 $2,999 $3,999 $4,599 $5,999 $7,499 $9,999 $14,999 $15,000
Tederal Governzeant
General benefits, total $80 $153 $322 $597 $895 $1,838 $2,181 $2,328 $1,306 $9,700
Specific bezefits, total $467 $427 $428 $464 $487 $456 - $450 $506 $230 $3,915
Elezentary and secondary education 1 1 2 3 2 2 11
Higher education 1 1 1 1 2 3 4 2 14
Public acsistance and other welfare 109 86 34 25 21 13 4 4 296
Labor 2 4 7 10 20 21 17 4 84
Veterans benefits 33 41 83 80 100 117 104 50 18 627
Highways .
lialf on auto operation 1 2 7 10 13 24 23 18 5 103
Half on curreat coasuzption 3 4 6 9 12 22 21 17 6 99
Agriculture
Net interest 35 67 59 122 123 79 140 184 183 993
Social insurance benefics 285 225 233 209 205 176 132 210 12 1,688
State - Lecal Covernzent
Ceneral dencfits, total $42 $80 $168 $312 §467 $959 $1,139 $1,215 $682 $5,064
Specific benefits, total $258 $234 $251 $301 $381 $515 $442 §437 $122 - 82,942
Elezentary and secoadary education 10 37 63 113 167 249 188 140 31 999
Higher education 16 5 16 17 35 64 78 102 42 375
Public assistance and other welfare 88 70 28 20 17 11 3 3 239
Streets aad highways . :
Half on auto operation 3 4 15 20 27 51 48 38 11 218
Half on current consumption 7 8 15 21 27 50 48 38 14 227
Agriculture
let interest 4 7 6 13 13 8 15 19 19 103
Social insurance benefits 129 102 106 95 93 80 60 96 5 767
Labor 2
Veterans benefits 1 1 2 2 2 2 2 1 12
Total Specific Benefits $725 $661 $679 $765 $868 $971 . $892 $943 $352 $6,857
Total General Benefits §$122 $233 $490 $909 $1,362 $2,797 $3,320 §3,543 $1,988 $14,764

Sources: Derived from Table 14 and Appendix Table B.l.b.
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Table B.5.c. Allocation of Expenditure Benefits by Income Class, Rural Nonfarm Population, Western
Region, 1961, Alternative B (millions of dollars).

Income Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000~-. $7,500~- $10,000- Over Total
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,599 $15,000
federal Governzent
General denefits, total $20 $40 $79 - 8170 $167 $380 $444 $168 $215 $1,682
Specific bezefits, total $138 $126 $86 $131 $68 $90 $69 $26 $73 $810
CZlezentary and secondary education 1 1 1 1 3
Higher education 2
Public assistance and other welfare 72 6 18 4 100
Labor ) 1 2 2 3 4 1 1 15
Veterans benefits 3 14 20 22 13 18 2 18 36 145
Highways
#alf on auto operation 1 1 2 4 3 6 5 1 1 24
#2lf on currenz consuzption’ 1 1 1 3 2 4 4 1 1 19
Agriculture
Yet interest 1 14 14 11 6 24 26 1 3% 132
Sceial {asurance benefits 60 90 48 70 37 34 27 4 370
State - Lccal Covernxent
General tencfits, total $10 $21 $41 $89 $87 $198 $232 $88 $112 $878
Specific benefits, total $35 $59 $54 . $118 $80 $105 $93 $33 $25 $658
Elezentary and secondz 'y education 6 6 18 51 41 52 47 15 6 242
Higher educatien 5 5 5 12 10 10 11 56
Public assistence and other welfare 58 S5 . 15 4 81
Streets and highways . ’
Half on auto operation 2 3 4 8 7 13 ‘11 3 1 51
Half on current consuzption 2 2 3 6 5 10 10 3 2 43
Agriculture
Net interest 2 2 1 1 3 . 3 4 14
Soclal {nsurance benefits 27 41 22 32 17 15 ‘12 2 168
Labor . .
Veterans benefits 1 3
Total Specific Benefits $233 $185 $140 $249 $148 $195 $162 $59 $98 $1,468
Total General Benefits $30 $61 §120 $259 $254 . §578 $676 $256 $327 $2,560

Scurces: Cerived fron Table 14 and Appendix Table B.l.c.
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Table B.5.d. Allocation of Expenditure Benefits by Income Class, Rural Farm Population, Western
Region, 1961, Alternative B (millions of dollars).

Income Class (Money income after personal taxes)

Under $2,000~ $3,000~ $4,000-  $5,000~ 56,000~ $7,500~ $10,000~ Over’ Total
$2,000 §2,999 $3,999 $4,999 $5,999 §7,493 . $9,999 $14,299 $15,C00
Federal Gevernment.
Geacral benefits, teotal $9 $14 8§27 $34 $39 $63 $101 $100 $209 $615
Specific benefits, total $36 - $38 $31 - %36 $54 $50 $78 $66 $115 $507
Elementary and secondary educatioen 1
Higher education 1
Publfc assistance and other welfare 1 1 1
Labor 1
Veterans beaefits 4 2 1 1 3 15 26
Lighways ' ’
Eaif on auto operation 1 1 1 4
flalf on current coasuzption 1 1 1 4
Agriculture 9 15 23 25 44 42 61 50 89 359
Net interest 7 6 3 3 4 4 7 14 : 11 59
Suclal insurance benefits 15 15 4 - 6 1 2 8 2 51
State ~ Local Governzent
General benefits, total $4 $8 $14 $18 $31 $33 $53 $52 109 $321
Speciiic benefits, total $18 $14 §15 $19 $21 $19 $24 §23 $20 5172
Lle=entary and secoandary education 5 3 5 . 7 12 9 6 8 3 59
lilgher ecucation 1 1 3 3 1 2 3 4 3 20
Public assistance and other welfare 1 1 1
Streets aad highways
Half on auto operation 1 1 1 1 1 1 1 8
flalf on current consuzption 1 1 ) 1 1 1 1 1 1 8
Agriculture 1 2 3 3 6 5 8 7 12 47
Net interest 1 1 1 1 1 6
Sociz2l insurance benefits 7 7 2 3 1 4 1 23
Laber
Veterans benefits
Totel Specific Benefits $54 $52 $46 $55 $75 §69 $102 $89 §135 $679
Total Ceneral Benefits §13 $22 §41 $52 $90 $96 $154 $152 $318 $936

Source3: Derived froa Table 14 and Apperdix Table B.l.d.
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Table B.6.a. Taxes, Benefits, Redistributive Taxes, and Post-fiscal Incomes by Income Class, United
States, 1961.

Income Class (Money income after persozal taxes)

Tnder $2,000- $3,000~ $4,000-  §$5,000- $6,000- $7,500- §10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 - §7,499 . $9,999 $14,999 $15,000
Nuzher of feailies (000) 7,860 6,077 6,334 6,972 7,018 8,399 7,585 3,962 1,100
Iafzizl Inzemz per fanlly 1,046 2,801 4,674 6,561 8,328 10,148 13,482 19,453 44,500 8,586
Disposable Inzcme 570 1,871 3,203 © 4,638 5,921 7,200 9,660 13,705 27,170 5,971
Al Gevernments, A .
Taxes per faxmily : ] 476 930 1,471 1,923 2,407 2,948 3,822 5,748 17,330 2,615
Disposable income per family 570 1,871 3,203 4,638 5,921 7,200 9,660 13,705 27,190 5,971
Specific benefits and transfers 1,115 1,414 . 1,315 1,085 1,143 1,19 1,274 1,652 2,801 1,274
Taxes =inus specific benefits
equals "net" texes -639 -484 156 838 1,264 1,758 2,548 4,096 14,529 1,341
Izputed benefits froz public good 138 377 607 867 1,188 1,538 2,287 3,808 10,392 1,417
Yet taxes less {zputed bSenefits
equals redistridburive taxes =777 -861 -451 -29 71 220 261 288 4,137 -76
Pest-{iscal incoze $1,823 $3,662 $5,125 $6,590 $8,257 §9,928 $13,221 $19,165 $40,363 $8,662
Federal Covernxzents, A
Feceral taxes per fazily 224 500 869 1,179 1,509 1,892 2,539 -~ 4,064 14,031 1,732
Disposadle incoze per family 822 2,301 3,805 5,382 6,819 8,256 10,943 15,389 30,489 6,854
Specific derefits and transfers 714 884 789 525 524 526 579 808 1,651 672
Taxes ninus specific btenefits
equals "net" taxes =490 -384 80 654 985 . 1,366 1,960 3,256 12,380 1,060
Imputad benefits from public good . 107 292 470 671 920 1,191 1,771 2,948 8,046 1,097
Net taxes less icputed benefits .
equals redistributive taxes =593 -676 =390 =17 65 175 189 308 4,334 =37
Post-fiscal {ncoze $1,643 $3,477 $5,064 $6,578 $8,263 $9,973 $12,293 $19,145 $40,166 $8,623
State - Local Governments, A
State ~ Local taxes per family 252 431 602 745 899 . 1,057 1,284 1,685 3,298 883
Disposable {nconme per family 794 2,370 4,072 5,816 7,429 9,091 12,198 17,768 41,222 7,703
Specific benefits and transfers 401 528 524 559 618 662 693 842 1,137 602
Taxes winus specific benefits
equals "neg" taxes =149 ~97 78 186 281 395 591 843 2,161 281
1rzputed benefits from public good 31 85 137 196 268 347 516 860 2,346 320
Net taxes less imputed benefits ,
equals redistributive taxes -180 =182 ~59 -10 13 48 75 -17 -185 -39
Post~fiscal incoze $1,226 §2,983 $4,733 $6,571 $8,315 $10,100 $13,407 $19,470 $44,685 $8,625
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Table B.6.a. (continued)

Income Class (Money income after personal taxes)

Under $2,000~ $3,000- $4,000- $5,000~ $6,000- $7,500- $10,000- Over Average
$2,000 $2,999 -$3,999 $4,999  $5,999 $7,499 ©$9,999 $14,999 $15,000
All Covernzents, B
Taxes per fazily 476 930 1,471 - 1,923 2,407 2,948 3,822 5,748 17,330 2,615
Dispesable incoze per faoily 570 1,871 3,203 4,638 5,921 7,200 9,660 13,705 27,190 5,971
Specific benefits and transfers 888 1,099 970 692 708 715 783 1,071 2,004 868"
Taxes ninus specific benefits
equals "net"” taxes =412 ~169 501 1,231 1,699 2,233 3,039 4,677 15,326 1,747
Izputed benefits froa public good 134 417 722 1,077 1,501 . *1,965 2,992 5,044 14,086 1,824 °
Net taxes less irputed benefits
egquals redistributive taxes «546 ~589 «221 154 198 268 47 ~367 1,240 =77
Posz-fiscal i{ncome $1,592 $3,387 $4,896 $6,407 $8,130 $9,880 $13,435 $19,820 $43,260 $8,663
Federal Coveruzents, B
federal taxes per fa=fly o224 500 869 1,179 1,509 1,892 2,539 4,064 14,031 1,732
Disposable inceze per fa=ily 822 2,301 3,805 5,382 6,819 8,256 10,943 15,389 30,489 6,854
Specific bernefizs and transfers 622 782 689 440 434 429 477 671 1,422 571
Taxes ninus specific benefits
equals "net" taxes -398 ~282 180 739 1,075 1,463 2,062 3,393 12,609 1,161
Izputed benefits frex public good 88 274 474 708 986 1,251 1,966 3,314 9,255 1,198
Net taxes less izputed beiefits
equals redistributive taxes ~486 =556 . =294 31 89 172 96 79 3,354 =37
Post=fiscal incoze $1,532 $3,357 $4,968 7§6,530 $8,239 $9,976 $13,386 $19,374 $41,146 $8,623
State - Local Covernments, B
State = Local taxes per family 252 431 602 745 899 1,057 1,284 1,685 3,298 883
Disposable incore per family 794 2,370 4,072 5,816 7,429 9,091 12,198 17,768 41,222 7,703
. Specific tenefits and transfers 266 317 281 252 274 286 306 400 585 237
Taxes minus specific benefits ’
equals "net” taxes -14 114 ° 321 49 625 771 978 1,285 2,713 586
Icputed benefits from public good 46 143 248 369 515 674 1,026 1,730 4,831 626
Net taxes less imputed benefits
equals redistributive taxes =60 =29 73 ~320 110 97 =48 ~445 -2,118 =40
Post=-fiscal income $1,106 $2,830 $4,601 $6,881 $8,218 $10,051 $13,530 $19,898 $46,618 ©  $8,626°
Sources: Tax Foundation (1967) and Maital (1973). d
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Table B.6.b. Taxes, Benefits, Redistributive Taxes, and Post-fiscal Incomes by Income Class, Western
Region, 1961.

Income Class (Money incoxme after personal taxes) \\\‘
Under $2,000- $3,000~ $4,000- $5,000- $6,000- $7,500- $10,000- Over Average
§2,000 $2,999 $3,999 $4,999 $5,999 §7,499 $9,999 $14,999 $15,000
Nuzber of fa=ilies (000) 918 707 877 1,098 1,124 1,661 1,361 796 224
Iaftial {incozme per family $1,111 $2,646 $4,737 $6,469 $8,117 $10,701 $13,713 $18,688 $36,504 $9,442
Tetal taxes per family 606 966 1,640 2,020 2,357 . 3,186 3,990 5,676 14,759 2,976
Disposable incoze per fanmily 505 1,680 3,097 4,449 5,760 7,515 9,723 13,012 21,745 6,466
All Coverazeats, A * :
Specific benefits and transfers 1,394 1,632 1,381 1,535 1,638 1,388 1,540 2,234 3,835 1,621
Taxes minus specific benefits
equals "net" taxes -788 ~666 259 485 719 1,798 2,450 3,442 10,924 1,355
Izputed benefits frem publie good 166 381 600 926 1,273 1,681 2,392 3,767 8,186 1,628
Net taxes less imputed benefits equals
redistributive taxes -954 -1,047 =341 =441 =554 117 58 325 2,738 =273
Post-£1scal inccze $2,065 $3,693 $5,078 $6,910 $8,671 $10,584 $13,655 $19,013 $33,766 $9,715
Federal Covernzent, A
Tederal taxes per fanmily 279 498 948 . 1,195 1,396 1,986 2,576 3,887 11,464 1,914
Specific benefits and transfers 819 955 725 668 649 450 539 879 2,259 708
Taxes nminus specific benefits
) equals "net"” taxes =540 =457 223 527 747 1,536 2,037 3,008 9,205 1,206
"Izputed benefits from public goods 128 295 464 717 986 1,301 1,852 2,916 6,338 1,261
Net .taxes less imputed benefits equals
redistributive taxes -668 =752 ~241 =190 =239 235 185 92 2,867 -55
Post-fiscal incoze $1,779 $3,398 $4,978 $6,659 $8,356 $10,466 $13,528 $18,596 $33,637 $9,497
State - Local Government, A
State - Local taxes per family 327 468 692 825 961 1,200 1,414 1,789 3,295 1,062
Specific benefits and transfers . 575 678 656 866 989 939 1,001 1,354 1,576 913
Taxes minus specific benefits
equals 'net" taxes -248 -210 36 =41 -28 261 413 435 1,719 149
Izputed bencfits frem publie goods a7 86 135 209 287 379 540 850 1,848 368
. Net taxes less imputed benefits equals .
redistributive taxes -283 ~296 =171 =250 =315 -118 =127 -415 -129 -219 i
Post=fiscal incone $1,396 $2,942 $4,908 $6,719 $8,432 $10,819 $13,840 $19,103 $36,633 $9,661
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Table B.6.b. (continued)

Incone Class (Money income after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000~- §6,000- $7,500- $10,009- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 §9,999 $14,999 §15,000
All Gevermzments, B
Specific bencfits and transfers 1,106 1,277 978 969 972 745 855 1,371 2,661 1,029
Taxes minus specific benefits
equals "net" taxes -500 =311 662 1,051 1,385 2,441 3,135 4,305 12,098 1,947
Izputed benefits from public good 183 455 736 1,128 1,563 2,124 - 3,078 4,880 10,787 2,070
Niet taxes less imputed benefits
equals redistributive taxes -683 ~-766 =74 =77 -178 317 57 -575 1,311 -123
Post-fiscal inccme $1,794 $3,412 $4,811 $6,546 $8,295 §10,384 $13,656 $19,263 §35,193 $9,565
Federal Government, B
Ffederal taxes per family 279 498 948 1,195 1,396 1,986 2,576 3,887 11,464 1,914
Specific benefits and transfers 700 844 623 572 544 360 438 756 1,875 597
Taxes minus specific benefits .
equals "ne:" taxes To=421 =346 325 623 852 1,626 2,138 3,131 9,589 1,317
I=puted tenefits frea public good 120 300 484 741 1,027 1,395 2,022 3,206 7,088 1,360
Net taxes less izputed benefits
ejuals redistritutive taxes =541 -646 =159 =118 =175 231 116 =75 2,501 =43
Post-fiscal fncoze $1,652 $3,292 §4,896 §6,587 $8,292 $10,470 $13,597 $18,763 $34,003 §9,485
State - Local Goverazeat, B
State - lccal taxes per family 327 468 692 . 825 961 1,200 1,414 1,789 3,295 1,062
Specific benefits and transfers 405 433 356 397 . 428 385 417 614 786 431
Taxes minus specific benefits
equals "net" taxes =78 35 336 428 533 815 997 1,175 2,509 631
Inputed benefits from public good 63 156 252 387 536 . 729 1,056 1,674 3,700 710
Net zaxes less imputed penefits .
equals redistributive taxes =141 =121 84 41 -3 ) 86 =59 =499 -1,191 -79
Post-fiscal income $1,252 $2,767 $4,653 $6,428 $8,120 $10,615 $13,772 $19,187 §37,695 $9,521

Sources: Appendix Tables B.2.a., B.3.a., B.4.a., and B.5.a.
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Table B.6.c.

Population, Western Region, 1961.

Taxes, Benefits, Redistributive Taxes, and Post-fiscal Incomes by Income Class, Urban

Income Class (Money inceome after personal taxes)

Under $2,000- $3,000- $4,000-  $5,000- $6,000~ $7,500- $10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,599 $7,499 $9,999 $14,999 $15,CCO
Lunter of femilies (CO0) 656 537 688 823 910 1,359 1,095 720 178
Izf{tial inccna per family $1,123 $2,605 $4,612 $6,464 $7,985 $10,475 $13,754 $18,913 $38,045 $9,702
Total taxes per fanily 602 970 1,610 2,051 2,398 3,101 4,098 5,761 15,045 3,075
Dispesable incoze per family 521 1,635 3,002 4,413 5,587 7,374 9,656 13,152 23,000 6,627
All Gevernments, A
Specific benefits and transfers 1,340 1,588 1,376 1,406 1,571 1,348 1,459 2,092 © 2,815 1,537
Texes minus specific bencfits .
equals "net" taxes -738 ~618 234 645 827 1,553 2,639 3,669 12,230 1,538
Izputed benefits from public good 161 366 580 888 1,212 1,630 2,345 3,766 8,299 1,652
Net taxes less imputed beneirits equals
redistribuzive taxes ~899 ~984 -346 =243 =385 -77 294 =97 3,931 -114
Fost-fiscal incexze $2,022 $3,589 $4,958 $6,707 $8,370 $10,552 $13,460 $19,010 $34,114 $9,816
Federal Cevernrment, A
Federal taxes per family 276 507 916 1,222 1,437 1,904 2,661 3,961 11,646 1,985
Specific benefits and transfers 814 909 717 644 626 419 500 793 1,404 654
Taxes minus specific benefits ’
equals "net' taxes -538 ~402 199 578 811 1,485 2,161 3,168 10,242 1,331
Izputed benefits froz public goods 124 283 449 688 938 1,262 1,815 2,916 6,425 1,279
Net taxes less imputed benefits equals .
redistributive taxes =662 ~-685 =250 =110 =127 223 346 252 3,817 52
Pest~fiscal incene $1,785 $3,290 $4,862 $6,574 $8,112 $10,252 $13,408 $18,661 $34,228 $9,650 -
State - Local Government, A
State - Local taxes per family 326 464 695 829 960 1,196 1,437 1,800 3,399 1,091
Specific benefits and transfers 526 680 660 762 945 929 959 1,299 1,410 883
Taxes minus specific benefits
equals "net" taxes -200 =216 35 67 15 267 478 s0L 1,989 208
I=puted benefits from public goods 36 83 131 200 274 368 529 850 1,873 373
Net taxes less inputed benefits equals
redistributive taxes ~236 ~299 =96 =133 -239 -101 =51 =349 116 ~165
Post-fiscal income $1,359 $2,904 $4,708 $6,597 $8,244 $10,576 $13,805 $19,262 $37,929 $9,867
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Table B.6.c. (continued)

Income Class (Money incoze after personal taxes)

Tnder $2,000- $3,000- $4,000-  §5,000- $6,000- $7,500- $10,000 Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 §14,999 $15,000
Nuzber of fanilies (000) 656 537 688 823 910 1,359 1,095 720 178
Inicial incoze per faxzily $1,123 $2,605 §4,612 $6,464 $7,985 $10,475 $13,754 $18,913 $38,045 $9,702
Total taxcs per fasily 602 970 1,610 2,051 2,398 3,101 4,098 5,761 15,045 3,075
Disposable inccme per fanily 521 1,635 3,002 4,413 5,587 7,374 9,656 13,152 23,000 6,627
All Governwments, B
Specific benefits and transfers 1,105 1,231 987 930 954 714 815 1,310 1,978 984
Taxes riaus specific benefits
equals ''net' taxes -503 =261 623 1,121 1,444 2,387 3,283 4,451 13,067 2,091
Izputed benefits froa public good 156 434 712 1,105 1,496 2,058 3,032 4,921 11,169 2,119
Net taxes less icputed benefits equals
redistributive taxes -689 -695 -89 16 -52 329 251 -470 1,898 -28
Post-fiscal incoze §1,812 $3,300 $4,701 $6,448 $8,037 $10,146 §13,503 $19,383 $36,147 $9,730
Fedaral Covernceat, B
Fedecral taxes per fazily 276 507 916 1,222 1,437 1,904 2,661 3,961 11,646 1,985
Specific benefits and transfers 712 795 622 564 535 336 411 703 1,292 562
Taxcs minus specific benefits
equals "nc:i" taxes =436 -288 294 658 902 1,568 2,250 3,258 10,354 1,423
Izputcd benefits froa public goods 122 285 468 726 983 1,352 1,992 3,233 7,338 1,392
Net taxes less imputed benefits equals ‘ )
redistributive taxes ~-558 ~573 =174 ~63 -81 216 258 25 3,016 kDS
Post~¢iscal incone $1,681 $3,178 $4,786 $6,532 $8,066 $10,259 $13,496 $18,888 $35,029 $9,671
State - Local Gevernzeat, B .
State -~ Local taxes per family 326 454 695 829 960 . 1,196 1,437 1,800 3,399 1,091
Specific benefits and transfers 393 436 365 366 419 379 404 607 . 685 422
Taxes minus specific benefits . . .
equals "net" taxes -67 28 330 463 541 817 1,033 1,193 2,714 669
Inputed benefits from public goods 64 149 244 379 513 706 1,040 1,688 3,831 127
Vet taxes less imputed benefits equals
redistributive taxes =131 =121 86 84 28 11 -7 -495 -1,117 =58
Pesc~fiscal incoze $1,254 $2,726 $4,526 §6,380 §7,957 $10,364 $13,761 $19,408 $39,162 $9,760

Sources: Appendix Tables B.2.b., B.3.b., B.4.b,, and B.5.b,
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Table B.6.d.

Taxes, Benefits, Redistributive Taxes, and Post-fiscal Incomes by Income Class, Rural
Nonfarm Population, Western Regiom, 1961,

Income Class (Money income after personal taxes)

$10 ,.000-

Under $2,000~- $3,000- $4,000-  $5,000- $6,000- $7,500~ Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $§7,499 $9,999 $14,999 . $15,000
Yunter:of families (0CD) 205 137 154 245 169 268 227 53 26
initial inceze per fax{ly $712 $2,467 $5,058 $6,045 $7,899 $11,582 $13,322 $18,792 $39,538 $8,252
Total taxes per family 459 905 1,734 1,882 2,219 3,964 3,687 5,604 " 16,269 2,610
Disposable incoze per family 253 1,562 3,324 4,163 5,680 7,618 9,635 13,188 23,269 5,642
All Coverncents, A
Specific benefits and trensfers 1,498 1,584 1,331 1,698 1,615 1,366 1,366 2,321 5,500 1,594
Taxes minus specific benefits
equals "net" taxes -1,039 -679 403 184 604 2,598 2,321 3,283 10,769 1,016
Izpuzed benefits froa public good 147 353 635 898 1,246 1,704 2,308 3,864 9,762 1,380
Nat taxes less izmputed benefits ¢ juals )
redistributive taxes -1,186 -1,032 -232 =714 -642 894 13 =581 1,007 =364
Post fiscal incoze $1,898 $3,499 $5,290 $6,759 $8,541 $10,688 $13,309 $19,373 $38,531 $8,616
Federal Goverazment, A
Federal taxes per fanily 190 416 1,071 1,061 1,231 2,451 2,304 3,642 12,769 1,641
Speczific berneflts and transfers . 829 1,000 643 633 485 407 357 736 3,500 651
Taxes minus speclific benefits
equals "net" taxes =639 =584 428 428 746 2,044 1,947 2,906 9,269 990
Izputed beaefits from public goods 113 273 492 695 965 1,319 1,787 2,991 7,558 1,068
Net taxes less {cputed benefits equals
redistributive taxes =752 -857 -64 =267 =219 725 160 -85 1,711 -78
Post-fiscal income $1,464 $3,324 $5,122 $6,312 $8,118 $10,857 $13,162 $18,877 $37,827 $8,330
State - Local Covernment, A
* S:tate - Local taxes per fanily 268 489 662 820 988 1,243 1,383 1,962 3,500 969
Specific benefits and transfers 668 584 688 ° 1,065 1,130 959 1,009 1,585 2,000 943
Taxes =inus specific benefits '
cquals "net" taxes =400 =95 -26 =245 -142 284 374 377 1,500 26
Izputed beneffits from public goods 33 80 143 203 281 385 521 873 2,204 312
Net taxes less imputed benefits equals
redistridbutive taxes =433 =175 ~169 =448 -423 =101 =147 ~496 =704 -286
Posc~fiscal incoze $1,145 $2,642 $5,227 $6,493 $8,322 §11,683 $13,469 $19,288 $40,242 $8,538
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Table B.6.d. (continued)

Incoze Class (Mcney incowe after personal taxes)

Under $2,000- $3,000- $4,000-  $5,0C0- $6,000- $7,500~- $10,000- Over Average
$2,000 $2,999 $3,999 $4,992 $5,999 $7,499 $9,999 $14,999 $15,000
All (evernzents, B .
Specific tenefits and transfers 1,137 1,350 909 1,016 876 728 714 1,113 3,769 990
Taxcs z=inus specific benefits
cjrals "net” taxes -678 ~445 825 866 1,343 3,236 2,973 4,491 12,500 1,620
Icputed benefits frem publie goods 146 1734 779 1,055 1,501 . 2,157 2,977 4,837 12,575 1,726
Net taxes less izputed benefits equals
redistributive taxes =824 -889 46 -189 =158 1,079 -4 =346 =75 ~106
Post-fiscal income $1,536 $3,356 $5,012 $6,234 $8,057 $10,503 $13,326 $19,138 $39,613 $8,358
Federal Governzent, B
Federal taxes per family 190. <416 1,071 1,061 1,231 2,451 2,304 3,642 12,769 1,641
Specific tenefits cad transfers 673 920 558 535 402 336 304 491 2,808 546
Taxes zinus speclfiz benefits
ojuals "net" taxes =433 =504 513 526 829 2,115 2,000 3,151 9,951 1,095
Izpuzod beneflts freoa public goods 95 292 512 693 986 1,417 1,956 3,178 8,262 1,134
Net taoxes less izputed benefits equals .
redistributive taxes =579 =796 1 =167 -157 698 44 =27 1,699 -39
Pest~fiscal income $1,291 $3,263 $5,057 $6,212 $8,056 $10,884 $13,278 $18,819 $37,839 $8,291
State - Local Gevernment, B
Statc - Local taxzes per family 268 489 662 820 988 1,243 1,383 1,962 3,500 969
Speriffc bunefits and transfers 463 431 351 " 482 473 392 410 623 962 444
Toxes oinus specific benefits
equals "net" taxes ~195 58 311 338 515 851 973 1,339 2,538 525
Isputed benefits from public goods 50 152 267 362 515 740 1,021 1,659 4,313 592
Net taxes less izputed benefits equals
redistributive taxes ' =245 =94 44 =24 . 111 -48 -320 -1,775 -67 .
Post-fiscal income $957 $2,561 $5,014 $6,069  §7,899 $11,471  $13,370  $19,112  $41,313  $8,319

Sources:appendix Tables B.2.¢e, Bedics, Bub.c., and BeSecs
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Table B.6.e. Taxes, Benefits, Redistributive Taxes, and Post-fiscal Incomes by Income Class, Rural
Farm Population, Western Region, 1961.

Income Class (Money Income after personal taxes)

Under $2,000- $3,000- $4,000- $5,000- $6,000~ $7,500~ $10,000- 9Qver Average
§2,000 $2,999 $3,999 $4,999 $5,999 $7,499 $9,999 $14,999 $15,000
Nuzber of families (009) 57 33 35 31 45 35 39 23 ° 20
Initial inco=e per fanily $2,088 $3,303 $6,000 $7,677 $8,089 $10,200 $12,667 $16,478 $35,100 $9,355
Total taxes per fanily 1,175 1,061 1,771 2,452 1,844 2,371 2,795 2,783 10,250 2,503
Disposadle Incoze per fanily 913 2,242 4,229 5,225 6,245 7,829 9,872 13,695 24,850 6,352
All Governz=entsa, A
Specific benefits and transfers 1,368 2,212 2,257 3,129 3,022 3,429 4,103 6,348 10,700 3,465
Taves nirus specific benefits
equals "net" taxes ~193 -1,151 ~486 =677 -1,178 -1,058 -1,308 -3,565 =450 =962
Irpated bennfits fron public goed 218 595 1,046 1,528 1,786 2,391 3,307 5,680 13,416 2,541
Net taxes less izmputed benefits equals
redistributive taxes ~411 -1,746 -1,532 -2,205 ~2,964 =3,449 -4,615 -9,245 -13,866 -3,503
Post-fiscal inceze $2,499 $5,049 $7,532 $9,882 $11,053 $13,649 $17,282 $25,723 §48,966 $12,858
Fedcral Gevernzent, A
T2dural taxes per family 632 636 1,086 1,645 1,089 1,400 1,821 1,826 8,150 1,642
Specific benefits and transfers 772 1,394 1,229 1,581 1,644 1,943 2,667 3,870 8,050 2,142
Taxes ={aus specific benefits- ’
cquals "net” taxes =140 -758 ~143 64 =555 =543 =846 -2,044 100 =500
Izputed denefits {rca pudblic goods 169 460 809 1,182 1,381 1,849 2,558 4,393 10,378 1,955
Net taxes less imputed benefits equals .
redlstylbutive taxes -309 -1,218 -952 -1,118 -1,936 -2,392 ~3,404 6,437 -10,278 =2,465
Post-fiszal incone $2,397 $4,521 $6,952 §8,795 $10,025 $12,592 $16,071 $22,915 $45,378 $11,820
State - local Governmeat, A ’
State - Local taxes per family 544 424 686 ° 806 756 . 971 974 957 2,100 862
Sfpecific benefits and transfers 596 818 1,029 1,548 1,378 1,486 1,436 2,478 2,650 1,324
Taxes rinus specific benefits
cquals "net" taxes =52 -394 =343 ~-742 -622 ~-515 -462 -1,521 =550 =452
Izputed benefits fron public goods 49 134 236 344 402 539 745 1,279 3,022 572
Net tuxes less izputed benefits cquals
rcdistributive taxes -101 -528 ~-579 -1,086 =1,024 -1,054 -1,207 -2,800 -3,512 -1,034
Post-fiscal inconme $2,189 $3,831 $6,579 $8,763 $9,113 $11,254 $13,874 $19,278 §38,672 $10,389
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Table B.6.e. (continued)

Income Class (Money income after personal taxes)

Under $2,000~ $3,000- $4,000-  $5,000- -$6,000~ $7,500- $10,000- Over Average
$2,000 $2,999 $3,999 $4,999 $5,999 $7,499 §9,999 §14,999 $15,000
All Governzents, B
Specific benefits and traasfers 947 1,576 1,314 1,774 1,667 1,971 2,615 3,870 6,750 2,135
Taxes minus specific benefits
eguals '"net" taxes 228 =515 457 678 177 400 180 -1,087 3,500 368
Izpeted benefits from public good 227 667- 1,167 1,656 1,991 2,744 3,947 6,585 15,889 2,943
Net taxes less izputed benefits equals
o redistributive taxes -1,182 =710 -978 -1,814 =-2,344 -3,767 -7,672 -12,389 =-2,575
Post-fiscal inccze $2,087 $4,485 $6,710 $8,655 $9,903 $12,544 $16,434 $24,150 $47,489 $11,930
Federal Governzent, B
Federal taxes per family 632 636 1,086 1,645 1,089 1,400 1,821 1,826 8,150 1,642
Specific benefits and transfers 632 1,152 886 1,161 1,200 1,429 2,000 2,870 5,750 1,594
Taxes minus specific benefics
equals "net" taxes ’ ~516 200 484 -111 =29 =179 -1,044 2,400 48
I=puted benefits frea public goods 149 438 767 1,088 1,308 1,803 2,593 4,327 10,440 1,934
Net taxes less fzputed benefits equals
redistributive taxes ~149 =954 -567 -604 -1,419 -1,832 =2,7172 =5,371 -8,040 -1,982
Pest-£1iscal Inceze $2,237 $4,257 $6,567 $8,281 $9,508 $12,032 $15,439 $21,849 $63,140 $11,337
State - Local Governzent, B
State-Local taxes per faaily 544 424 686 806 756 971 974 957 2,100 862
Specific benefits and transfers 316 424 429 613 467 . 543 615 1,000 1,000 541
Taxes minus specific benefits
equals "'net" taxes - 228 257 193 289 428 359 =43 1,100 321
Izputed benefits from public goods 78 229 400 568 683 941 1,354 2,258 5,449 1,009
Net taxes less imputed benefits equals .
redlstributive taxes 150 «229 -143 =375 -394 =513 =995 -2,301 -4,349 -688
Post-fiscal income $1,938 $3,532 $6,143 $8,052 $8,483 $10,713 $13,662 $18,779 $39,449 $10,043

Sources: Appendix Tables B.2.d., B.3.d., B.4.d., and B.5.d.
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